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-HAROLD ADAMS INNIS 
Fifty-fourth President of the American Economic Association, 1952 


Harold A. Innis was born at Otterville, Ontario, Canada, on No- 
vember 5, 1894. He died at Toronto on November 8, 1952. After 
receiving his B.A. degree at McMaster University in 1916 and his 
M.A. in 1918, he went to the University of Chicago to:continue his 
graduate work and received his Ph.D. degree there in 1920. Glasgow 
University awarded him an honorary LL.D. in 1948. in 


In 1920, Dr. Innis became lecturer of political economy at the Uni- 
versity of Toronto, was advanced to an assistant professorship in 
1924, to an associate professorship in 1929, and to a full professorship 
in 1936. He was appointed head of the départment in 1937 and dean 
of the School of Graduate Studies in 1947. These latter positions he 
held until his death. — T , adio iik Hra x 

Professor Innis was a fellow of the Royal Society of Canada and 
corresponding member of the Royal Economic Society. He served as _ 
representative of the American Economic Association to the Social- 
Science Research Council,1947-52. | ag? O qr eee 

An account of Harold Innis’ life and works may be found in the 
papers presented at the Memorial Session of the December, 1952, 
meetings and published in the March, 1953, issue of the American 
Economic Review. — . Ma x E ' l 
= Number 54 of a series of photographs of päst presidents of the Association. 


NE d. d : 
v A ar v vds ` ji Y 
a es b d » tty 





The American Economic Review 
VOLUME XLIII MARCH, 1953 NUMBER ONE 


HAROLD ADAMS INNIS* 


1894-1952 
I 

Canadian social scientists unanimously approved and rejoiced when 
this Association elected Harold Adams Innis as its president: they 
recognized alike the wisdom and the generosity of this action, Your 
election of the alien Innis was a finer tribute than my words can frame. 
It is my duty, however, to attempt to express the affection we had for 
him, and the intellectual and moral debt we owe to him, and to recall 
to mind some qualities of the man we honour in order that we may, to 
borrow words from an address in memory of Wesley Clair Mitchell 
delivered by Dr. Willits, “acquire increased ‘strength and discernment 
for ourselves and others by contemplating the grandes which made 

him unique.” , ` . . 
Harold Adams Innis was borü on November 5, 1894, near the 
village of Otterville in southwestern Ontario. His was the rigorous 
educational experience of the son of the farm: chores, a walk to the 
station, a twenty-mile train journey to attend Woodstock Collegiate 
Institute, the return journey and again the chores. No.wonder that he 
chose to quote these words of Leslie Stephen when he addressed the 
Conference of Commonwealth Universities in Oxford in 1948: “Recep- 
tivity of information which is cultivated and rewarded in schools and 
also in universities is a totally different thing from the education, some- 
times conferred even by adverse circumstances, which trains a man to 
Seize opportunities either of learning or of advancement." No wonder 
too that in the Report of the Manitoba Royal Commission on Adult 
Education he warned against evils of the examination system by which 
students are selected from the schools for admission to universities. 
“The results," he said, “are evident in the'success of students in large 


*'The succeeding papers wese presented at the memorial Session in honor of the late 
President Innis held at the Sixty-fifth anual ae of the American Economic Associa- 
tion, December 28, 1952. i 
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cities and of middle-class parents. Uniformity of examination systems 
over wide areas involves wholesale discrimination against districts 
which cannot attract the best teachers or command the best equip- 
ment." But it was not the injustice to individuals of such discrimiefation 
so much as the national loss that appalled him. “Any community,” he- ., 
wrote, “has only a limited number capable of sustained mental effort. 
. À democratic society can thrive only by the persistent search for 
its greatest asset and by constant efforts, to conserve, to encourage, to 
train, and to extend it. .. . Universities must strive to enlist most active 
energetic minds to train most active energetic minds." 
Harold Innis graduated from McMaster University as a Bachelor | 
of Arts in 1916 and immediately enlisted as a signaller in the Fourth 
Battery of the Canadian Field Artillery. He served overseas and was 
wounded. He did not speak of these experiences but they were not for- 
gotten. Years later, in an address to students on Armistice Day, 1933, 
he said: “It has not been long since most of us have been awakened by 
nightmares of intense shell-fire, and even now the military bands played 
with such enthusiasm by young men are intolerable, and Armistice 
. Day celebrations are emotionally impossible." One suspects that the 
cruelty of army life was an important influence in solidifying his belief 
that the individual must be protected from the institution. Returning 
to Canada, still partially disabled, he was determined to continue his 
studies and determined that his field should be economics. He won his 
M.A. degree at McMaster in 1918, and went on to Chicago for his 
Ph.D. He was very fortunate in his choice of a graduate school for this 
was ‘a great period in the history of a great university. Dur chairman, 
Professor Cliester Wright, was primarily responsible for his direction 
but Clark, Knight, Millis, Moulton and Viner were among the pro- 
fessors who stimulated, encouraged, and influenced him. Perhaps 
equally important were the students with whom he worked: of these I . 
know he would have paid tribute to James Angell, Morris Copeland, 
Carter Goodrich, Walter Smith, Miss Cleona Lewis and Miss Helen 
Wright. His doctoral thesis, 4 History of the Canadian Pacific Railway, 
was published in 1923. 
Harold Innis was appointed to the staff of the University of Toronto 
in 1920 as a lecturer in the department of political economy. In that 
department he spent his whole professional career. In 1937 he became 
the fifth head of the department in succession to W. J. Ashley, James 
Mavor, R. M. MacIver and E. J. Urwick. He was, it will be noticed, the 
first Canadian to hold that position. It is a department in which eco- 
nomic theory and ecogomic history, political theory and government, 
Sociology, and commerce are all included. The atmosphere of the 
department makes for breadth; the mere specialist would find it un- 
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congenial. For Harold Innis this was the right kind of department in 
which to grow; for the department Harold Innis was pre-eminently the 


` right kind of head. The economic historian became the social scientist, 


the ‘social philosopher, the humanist. The strong historical tradition 
begun by W. J. Ashley was renewed and strengthened; but he was alert 


. to the necessity of progress along theoretical lines too. It was this same 


~ 


breadth of scholarly vision that made appropriate his appointment in 
1947 as dean of the newly reorganized School of Graduate Studies, and 
in 1951 as chairman of a President's Committee on the Humanities. 


‘This task unfortunately was unfinished. 


Harold Innis gave much thought to the rôle of the University and the 
dangers that beset it. Its rôle, he believed, was crucial for western 


. Civilization; anything that endangered ‘it threatened that civilization. 


He closed an address.to a wartime Convocation at the University of 
New Brunswick, after having been admitted to the degree of Doctor. of 
Laws, honoris causa, with these words: 


As recent graduates, we dedicate ourselves afresh to the maintenance of 
-a tradition without which western culture disappears. We pay tribute to 
the memory of those who fell in the last war, and of those who have fallen 
in this war, by the ceremonies in which we have participated. These cere- 
monies peculiar to an institution which has played the leading role in the 
flowering of western culture remind us of the obligation of maintaining 
traditions concerned with the search for truth for which men have laid 
down and have been asked to lay down their lives. - 


At a similar ceremony at McMaster University he said? “You and I 
have become today members of a community which in a very real 
sense is the life of western civilization." The dangers came from those 
who feared free inquiry, from the Church, the State, and from Business. 
“Business and political exploitation of universities by bribes," he said 
in the address at McMaster, “reflects a complefe.inability to under- 
stand that universities honour donors and not donors universities. The 
impression that universities can be bought and sold, held by business 
men and fostered by university administrators trained in playing for 
the highest bid, is a reflection of the deterioration of western civiliza- 
tion. To buy universities is to destroy them and with them the civiliza- 


` tion for which they stand." There were, however, more subtle dangers 


within, especially related to the advance of science and the mechaniza- 


-tion of knowledge. In a paper entitled “A Plea for Time" he wrote 


about the trend in universities to add courses because people like to 
do them, because they will be useful to people after they graduate, 
because members of the staff like to give them, and because an addi- 
tional course means a larger department and a larger budget. 
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These tendencies reflect a concern with information. They are supported 
by the text-book industry.and other industries waich might be,described 
as information industries. Information is provided in vast quantities in 
libraries, encyclopaedias, and books. It is disseminated in universities by 
the new media of communication including moving pictures, loud speak- ` 
ers, with radio and television in the offing. Staff and students alike are 
tested in their ability to disseminate and receive information. 


Later in the same paper he said: 


The blight of lying and subterfuge ir. the interest of budgets has fallen 
over universities, and pleas are made on the grounds that universities are 
valuable because they keep the country safe from socialism, they help the 
farmers and industry, they help in measures of defence. Now of course 
they do no such thing and when such topics are mentioned you and I 
are able to detect the odour of dead fish. Culture is not concerned with 
these questions. It is designed to train the individaal to decide how much 
information he needs and how little he needs, to give him a sense of 
balance and proportion, and to protect him from zhe fanatic. 


Veblen in The Higher Learning in America was not more scathing; 
but Innis was perhaps more hopeful. and more helpful. For these are 
only his words, We who worked with him in the University can testify 
to deeds and to a powerful influence for good in the councils of the 
University, and above all in personal discussion. 

Harold Innis was a scholar of tremendous industry. Not content 
with books and documents he travelled all over the Dominion to get the 
feel of that economit life about which he wrote. Typical of such activity . 
was his toilsome and dangerous journey down the Mackenzie River. 
I still remember his pleasure when he heard himself described as the 
best deck-hand in the North. His publications are sô many that the 
preparation of a complete bibliography will require considerable work. 
The land marks Were: The History of the Caradian Pacific Railway 
(1923), The Fur Trade in Canada (1930), Settcement and the Mining 
Frontier (1936), The Cod Fisheries (1940), znd Empire and Com- 
munications (1950). Two volumes of collected pepers Irom which many 
of the quotations in this tribute have come should be noted: Political, 
Economy and the Modern State (1946) and Tke Bias of Communica- 
tions (1951). A final volume of essays, Changing Concepts of Time 
(1953) published a few days after his death is a monument to his 
courage. He had revised the papers and read the proofs in spite of his 
illness. So had he driven himself all his life. Though his industry was 
tremendous, hard work never dulled his imag nation. He knew the 
facts, and he recited thém in his writings: but his was not that anti- 
quarianism, that “useless accumulation of useful facts," which he 
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denounced. The contemplation of the facts led to penetrating insight 

Dr. R. A. MacKay in a tribute in the Ottawa Citizen put it this wa 
Of a reflective, imaginative, and almost intuitive cast of mind, he had a 
sitwular capacity for seeing significant relationships between the material 
environment and ideas, and between facts themselves, which often escaped 
the more pedestrian scholar. . . . At times his original mind leaped great 
chasms to conclusions which more timid or less imaginative minds could 
not follow. 


Great and distinguished as was his contribution to scholarsh 
through his own writing, perhaps even greater was his contributi 
through the development, stimulus, encouragement, support, and « 
occasion chastening, of his students, his colleagues in the Universi 
of Toronto, and his fellow workers in Canada and the United State 
fellow workers not just in economic history but in all the social scienc 
and in the humanities too. George Ferguson writing in the Montre 
Star did not exaggerate when he spoke of the “enormous influence" ] 
exercized and when he went on to say: 

The man had power he did not know he had. The social scientists of 

Canada—and many men besides—were largely Innis men. Scarcely one of 

them but had not come under his purging, beneficent authority. He drove 

their minds relentlessly into new and deeper categories of thought. He 
praised them and scourged them for their own good, and only the incom- 

petents and the blind resented what he did: 


He had early realized the importance of communication among tl 
social scientists of Canada, of ending the feuds and competition of tl 
past and of+beginning a period of friendly cooperation. One‘ thir 
needed was a Journal. In 1928 he persuaded the University of Toron 
to begin to publish at irregular intervals Contributions to Canadic 
Economics. He played an important part in the revival in 1929 of tl 
Canadian Political Science Association and a crucial part in 1934 : 
the founding of the Canadian Journal of Economics and Politic 

Science, to replace Contributions and the Proceedings of the Associ 
tion, and to extend the possibility of publication. The Canadian Soci 
Science Research Council was largely his creation: he was a memb 
of its executive board in its formative years and its chairman from 194 
to'1948. His part in the establishment of a parallel council for, tl 
humanities was important and crucial. In all these organizations 1 
strove to ensure that they would give support to the individual schol: 
following his own line, and not distort the free growth of scholarsh’ 
by bribing men to conform to the plans of others. 

On three occasions Harold Innis accepted.appointments as Roy. 
Commissioner: the Nova Scotia- Royal Commission of Economic I! 

e 
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quiry (1934), the Manitoba Royal Commission on Adult Education 
(1946), and the Dominion Royal Commission .on Transportation 
(1948-50). While his direct participation in the making of public 
policy was limited, he was deeply concerned and not uninfluential, But 
certain important attitudes should be noted. First, there was the duty 
of the scholar to the University to maintain his integrity, his independ- 
ence, his continued questioning. He was suspicious of scholars who 
played too large a part in public affairs. Second, his concern was not 
with the present—“real, insistent and complex"—not with months and 
years but with generations. One of the most dangerous trends of the 
time was that “foreshortening of practical prevision,” which was illus- 
trated by the readiness to accept Keynes's quip, “In the long run we are 
all dead." Third, there was the danger of a growing readiness to grasp 
at “solutions.” “As an economist," he once said, “I am constantly faced 
with the extraordinary difficulty and complexity of the social sciences 
and constantly forced to admit defeat. If an economist becomes certain 
of the solution of any problem he can be equally certain that his solution 
is wrong." Finally, what particularly appalled him was readiness to find 
solutions in planning and regimentation. There is a speech he made 
before the Board of Evangelism and Social Service of the United. 
Church of Canada which contains much that I would like to quote; 
from it I select these passages: 


'The discussion of questions which affect people's lives must be carried 
on with great circumspection. I have had occasion recently to come in 
contact with two professions, the nursing and medical profession, and to 
be impressed again with the assumption that a long period of intensive 
training is essential to the preparation of individuals who are to be con- 
cerned throughout their careers with the handling of problems affecting 
people's lives. I have been appalled on the other hand and by comparison 
with the cavalier fashion in which great numbers of people discuss the 
problems of mamaging people's lives with almost no intensive training. 
Dale Carnegie's How 4o Make Friends and Influence People is a symptom 
of a widespread interest in the technique of pushing people around. In uni- 
versities the rise of the social sciences and in particular the emphasis on 
business subjects, personnel management, industrial relations, social work, ' 
applied anthropology and so on point to the danger of forgetting that 
no one can undertake the task of pushing people around without a long 
périod of intensive discipline and training, though in fairness it should 
be said there is a widespread appreciation of this danger. 


Later in the same speech he seid: « 


I have indicated the physician and the nurse as types of special disciplines 
that are necessary, people whc respect the individual and know when to 
leave him alone, but first of all they know their subject thoroughly. But 
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skill and discipline are of little value unless the practitioners of good 
works are selected for their integrity and the high quality of their charac- 
ters. ] 


Harold Innis was the recipient of many honours, which he bon 
modestly, even apologetically. He was elected a Fellow of the Roya 
Society of Canada in 1934 and became president of that Society it 
1946. He was elected president of the Canadian Political Scienci 
Association in 1937. In 1942 he was elected president of the Economi 
History Association, succeeding Edwin F. Gay, the doyen of Americai 
economic. history. In 1944 he was awarded the Tyrrell Medal of th 
Royal Society of Canada. In 1949 he was appointed Beit Lecturer ii 
Oxford University and Stamp Memorial Lecturer in the Universit 
of London. Honorary degrees were conferréd on him by the Univer 
sities of Glasgow, Laval, McMaster, Manitoba, and New Brunswick 

I should not leave with you this picture of the austere scholar with 
out a word about the man. Professor. Donald Creighton, an intimat 
friend over many years, described him in a broadcast of the Canadia 

Broadcasting Corporation: 


The tall, slight figure, the unruly pios of hair, the genially sardonic 
smile were well known and well loved throughout Canada. To a whole 
host of admirers and disciples, he will be remembered not as a row of 
books, only partly personified, but as the most companionable and inter-, 
.esting of men. Nobody could relax more completely and wholeheartedly 
than this austere and tireless scholar: nobody evey got more interest 
and amusement out of a few minutes' chat, or an hour's gossipy con- 
versation, or a long evening's talk ranging cheerfully and haphazardly 
over a great variety of books, and people, and places. He will be pleasantly 
remembered as'he was on ‘these occasions—sitting usually in a straight- 
backed uncushioned chair, tilting himself back occasionally and occasion- 
ally emphasizing a point in the argument with an awkwatd but expressive 
gesture of his long, strong hand. His study becante a kind of clearing- 
house for the academic gossip of a large part of the English-speaking 
‘world. He had a great fund of stories, for men told their best anecdotes 
in his presence, and his own humour was rich, and generous, yet delight- 
fully astringent. He was master of jocular irony and sly understatement. 
He could be sardonically funny at the expense of pretence,.and pomposity, 
and complacence, particularly when they were cushioned in fatty deposits, 


of wealth or position. BE was good company—urbane, entertaining, 
stimulating. 


Mr. George Ferguson, another of his intimates, described “the relaxe: 

genial man whose entry into a room intensified the quality and gaiet 
of the day. He laughed easily, deep laughs from his heart, and he love 
other men's humor. His own was rich and sarddhic. The help he ga 
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others he gave without measure or thought of return. His sense of 
personal dignity was not largely developed, though his deep sense of 
the integrity of freedom was unquestionable.” To these I add my festi- 
mony: This great scholar was a modest man with a great gift for 
friendship. Hard as he worked he never seemed rushed but he always 
had time to talk with his friends. He was a good listener; when he 
spoke his words were few but pointed. His handwritten notes of con- - 
gratulations were treasured by those who received them. It was in an 
atmosphere of friendship that his great moral and scholarly influence 
was unobtrusively exercised. 
V. W. BLADEN 
University of Toronto 


II 


Arthur H. Cole observed recently that economic historians who 
achieve the presidency of this Association are much more than economic 
historians. Harold Innis like Edwin Gay was a man of wide interests and 
stimulating mind. His influence extends far beyond his writings and 
it would be unjust to him to stop with his written words. The following _ 
observations are based quite as much on conversations with him as on his 
published work; it is hoped that in this way some of the virtues of the 
oral tradition which he esteemed so highly may be preserved even 
though the written form win in. the end. l 

It was perhaps inevitable that from the beginning Dr. Innis should 
attack the problems of history on a broad front. Writing as a Canadian 
economic historian he was constantly faced with the'fact that in 
Canadian development the strategic decisions, the shaping influences, 
had always to be sought outside the country’s political boundaries. 
Study of an economy so vulnerable to external forces made the writing 
of a national economic history out of the question. And there is the 
fact, too, that this history is marked by the absence of any break with. 
European traditions, of alienation or turning back on the old world. 
Much of Canada's economic history is simply an extension of European 
economic history; only over the past century has it become an extension 
of the economic history of the United States. 

Study of this “international” economy of Canada led him early in his 
work to the conclusion that ranking in importance and closely associ- 
ated with economic influences and pulls were cultural influences and 
pulls, and his interest in cultural relations is apparent long before he 
turned from “staples” to “communications.” In the shift of interest 
from pre-occupation with the trade routes of eommerce to the trade 
routes of culture, from the exchange of staple commodities to the ex- 
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change of ideas or information, there is no suggestion of a break or lo 
of continufty in thought or interests. 

Another element of continuity in his work is apparent in his set 
values, or more loosely, his likes and dislikes. There stands out in eve 
phase of his activity—writings, lectures, departmental administration- 
an intense individualism, an almost obsessive preoccupation with t. 
virtues of unrestrained exchange (whether reference be to commoditi 
or ideas)—the spirit of free enquiry, the give-and-take of spontaneo 
discussion, faith in the creative powers of the individual left alor 
There is the suggestion of “ideal type" method in his writings on t. 
aggressive commercialism of the New England fisheries and trade 
the North Atlantic and in his frequent references to the oral tradition 
Greece. 

This attitude may be illustrated from his writings and is voila mc 
clearly brought out in his dislike, even contempt, for the written trac 
tion, his fear of the written word as frozen, final; throughout there 
apparent a constant struggle to break down this finality and to weak: 
or destroy the inherent tendency to monopoly of communications whi: 
he firmly believed to be a fatal defect of the written form. This hel, 
to account for the absence of final or complete statement in his public 
tions, his impatience with orderly presentation or the continuous d 
velopment of narrative, his technique of juxtaposing unlike elements 
a means of seeking insights into process. He searched, probed, soug 
elements of strength and weakness, but nowhere gives any indicati 
of interest in constructing a system, or a theory ef histprical chang 

Along with this individualism went an equally intense realism. The 
is no lack of awareness of the weakness of small units, of maritime are 
faced with the power of continents, or of the limitations of the city sta! 
In the main his.work centers on the history of bureaucracies, admini 
trative units in control of large territories, in short, «empires in whi 
centralized control of communications has been the rule rather than t 
exception. How to reconcile his set of values with the survival needs 
large power structures was for him one of the crucial questions to ` 
asked of history. He first raised this question, I think, in his study 
the Northwest Company, a transcontinental fur trade organizatio 
which in its failure to achieve a balance necessary to reconciliatiqn 
the demands of enterprising individuals in the trade with the stabili 
requirements of the organization, bowed out to a power more successi 
in its handling of the problem. The same question is writ large in t 
reflections on the values of Greece in the world of Rome, and althou; 
little of this has appeared in print, in his frequent references to t! 
amazing survival powers of the Byzantine Empire. He raises the que 
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tion again in his remarks on the United States in his recently published 
volume of essays, Changing Concepts of Time, whose suBtitle might 
well have been “Washington, the Third Rome?" 

There is no suggestion that the problems he was concerned with are 
new problems or again, thzt his use of communications studies as a 
means of understanding different cultures and economies is uncommon 
among social scientists. What he did do in his examination of the com- 
munications networks of empires, the means or mechanisms by which 
ideas, information, orders, commands, are given or exchanged, was to 
give the whole a strongly historical twist or bent and in doing so to 
greatly enlarge the area of enquiry both in space and in time. 

As I bave indicated, there is a close and logical connection between 
his recent work on communications and his earlier studies in Canadian 
economic history. How he came to shift from concern with trade and 
staples to the stability conditions of empires is one of the few questions 
relating to his work in which a simple explanation seems to be adequate. 
As he put it in conversation, he set out to adapt the work of J. M. | 
Clark and Thorstein Veblen to his own field of historical investigation - 
technology and the price system—unused capacity as a factor in eco- 
nomic history—and developed in the process tools which he put to 
highly profitable use. He employed these with great effect in his studies 
of the fisheries, the fur and timber trades, canal and railway develop-: 
ments, the wheat economy of the prairies and the early industrialism of 
central Canada. It was when he turned to the new and more complex 
industrialism of hydro-electric power, pulp and paper, and new metals, 
that He felt the need of broadening his concepts, sharpening the old 
tools and devising new ones. . 

More immediately, it was in his study of the pulp and paper industry 
that he was driven to consider that primary medium of communication, 
the newspaper, aud its place in economic development. A reading of his 
articles on the newsprint industry and the press will bring out, I think, 
the growing recognition on his part that in all his work communications 
had been, in fact, the unifying theme and that to continue in this direc- 
tion he had no recourse but to turn to the study of history of media of 
communications, their timing and their impact. In short, study of 
communications seemed to be the most effective approach to an under- 
standing of the larger environment of economic activity, and although 
he seemed to be moving a long way from matters normally the concern 
of economic historians, the economic element was never overlooked or 
forgotten. 

It was not much more than a decade ago that he embarked on this 
new venture, and his work over this period "bears witness to his 
prodigious labors andehis almost frightening self-sacrifice. When I ex- 
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pressed misgivings as to the risks involved in this move into the large 
and complet area of communication systems which extend into every 
avenue of human experience, an area, moreover, in which experts of 
every'stripe and color had established strong vested interests, his reply 
was that in spite of the imperfections which were certain to be present 
in this working in strange territories, experts might put right what was 
wrong, and much more important, that it was high time that localized 
monopolies of knowledge held by antiquarians and others were broken 
down. . 

It was perhaps inevitable that there should be misunderstandings and 
occasionally hostility, but there was cooperation too and a genuine and 
growing interest on the part of those-who could help. And there were 
sufficient indications of awakening interest in alien quarters to make 
him reasonably certain, before his work was cut short, that the venture 
had not been in vain. I saw much of his correspondence over this past 
summer and can attest to this change, but I cannot help feeling that 
the years of the early 1940's must have been for him very lonely years. 

In his later work, technology and pricing factors cease to provide the 
backbone of his enquiries and come to serve more and more as starting 
points. Major changes over histoty in the technology of communications 
are themselves culturally conditioned, and Innis’ writings on law, re- 
ligion and politics attest to the absence of the technological determinism 
with which he is sometimes charged; he was too aware of the close inter- 
relations of technology with institutions and physical environment to 
fall into this trap. In his analysis of the determinants of change i in com- 
munications systems and the consequences of such change in specific 
cases there was one test of performance which he invariably applied, 
namely, the degree or extent to which these changes strengthened the 
element of monopoly in communications networks, or conversely, week- 
ened or destroyed obstacles to the free exchange of ideag or information. 
In his reflections on twentieth century industrialization of the means 
of communication in the United States, the arch-criminals are identified 
as vast monopolies of knowledge which, as he put it, threaten “a con- 
tinuous, systematic, ruthless destruction of elements ‘of permanence 

.essential to cultural activity" (Changing Concepts of Time, P- 15). 

The villain of the piece is bias in communications which in present- 
day North American culture is manifest in its fatal obsession with things 
of the present, its one-sided concern with the logistics of territorial con- 
trol (whether this be geographic area or markets), its reliance on politi- 
cal action for the solution of all ills. Changes in communication, both in 
form and content, have led to a neglect of probļems of duration, stabil- 
ity, a neglect which has omore empires in the past. In his onn 
words: ? . 
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Shifts in new media of communication have b2en characterized by pro- 
found disturbances, and the shift to radio hes been no exteption. An 
emphasis on continuity and time, in contrast with an emphasis on space, 
demands a concern with bureaucracy, planning, and collectivism. Without 
experience in meeting these demands, and appeal is made to organized 
force as an instrument of continuity. . . . Lack of experience with prob- 
lems of continuity and empire threatens the Western world with un- 
certainty and war” (The Bias of Communicatior, pp. 188-89). 


The tragedy of Innis is the abrupt halt to work in process by one at 
tlie height of his powers. The loss is the greater because of the author's 
attitude toward the written tradition, an attituce which makes prospects 
for completion of his edifice of thought by others exceedingly dim. 
Those familiar with his writings need no introduction to his method— 
the amassing, sifting of evidence, the intuitive flash with connection 
between fact and conclusion seldom clear, finally the process of working 
back, establishing the connection so that others may see, communicating 
more effectively with those who care to read. 'The brevity of this phase 
of increasing intelligibility may lessen the irimediate impact of his 
thought and writings, but I doubt that it will reduce the force of impact 
in the long run, however long run be defined. 

There ‘is one aspect of his later thought which should be stressed, . 
and that is the tendency to turn more directly to consideration of the 
interrelations of economic and cultural elements. There are clear indi- 
cations in his more recent writings, including tke unfinished paper that . 
follaws, and in cogversations with him over th» past year, of increas- 
ing concentration on the implications of changes in communications 
for economic thought and policy; questions concerning the consequences 
of disequilibrium in the communications area fcr theestudy of business 
disturbance, the strength of nationalism in economic writings (“What 
produces econognists?"), bring out very clearly the direction in which 
he was proceeding at.the end. 

Looking back on the course he pursued so steadily, I find it diffi- 
cult to escape the conclusion that some such road as that he followed is 
the road all economic historians will follow, if they go far enough. 

W. T. EASTERBROOK 

University of Toronto 


III 


It is not possible to discuss in a few pages Harold Innis’ contribution 
to scholarship. I can only hint at it. Perhaps I can best do that by 
acknowledging the great debt which The Rockefeller Foundation owes 
him. He, seconded by Anne Bezanson, a Canadian on this side of the 
border, guided our medest grants in Canada. 


H 
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I never knew a person who cared more deeply for excellence than 
' Harold Inni. I never knew a person who had a more catholic sense 
of what excellence consists of than Harold Innis. He understood, as 
few dìd, the difficulty and majesty of the task in thè social sciences. 
Tò him, excellence started within the individual, with what he brought 
of himself to the task and with what he demanded of himself. Men who 
dipped from shallow pools or fetid pools had no standing with him. Only 
the best in quality of mind, in range of outlook, in diligence at getting at 
all the facts, and in integrity of scholarly spirit, was good enough for 
him. 

One of the privileges of being an officer of The Rockefeller Founda- 
tion is that such men as Innis so generously share their scholarship, 
their wisdom, their insight, and their integrity with us. Such counsel 
saves a foundation from the many mistakes that might arise from 
policies detérmined entirely from within. 

From here on I will speak to you in the words of Innis himself 
taken from letters written by him to Foundation officers between 1940 
and,1952. These words will, I think, remind us that Harold Innis was 
not merely a great social scientist; he was a humanist as well. 


` The cultivated mind has been forfeited to the demand for superficiality; 
as a result, attempts to secure a proper perspective on life have been 
almost completely unsuccessful. 


. * . . 


There is no appreciation whatever of the philosophical problems of state- 
craft in a democratic society, simply an assumption that sciehce can tell 
statesmen how to push people around without its being known that they 
are being pushed around. 

Your grant to economic history was a bold, imaginative stroke designed. 
to check the obsession with the immediate which has become the most 
serious menace of social science and especially of economies. The struggle 
for a concern with time is a struggle against trenrendous odds. In the 
general strategy, devices must be worked out which will enable scholars 
to concentrate on work involving a substantial part of their lives. 


As I indicated in conversation, I would hope that determined efforts could 
be made to prevent a further widening of the gap between the humanities 
and the social sciences and to bring them closer together. Failure to realize 

the significance of this problem implies sterility in both the humanities 
cand the social sciences. One would,hope that great efforts can | be made to 
bring about a happier relation. 

kd 

Since seeing you, I have spent two or three days with university presidents 
at Hamilton—Canadian Universities Congress. Segously, your plan of 
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starting a consultant job to pick university presidents ought to be Edi into 
effect immediately. 


In Canada, university presidents are in the habit of talking about the Arts 

courses, and at intervals oi four or five years pulling the whole structure | 
out by the roots, and locking at them, and then replanting them and 

wondering why they don’t flourish. If a university president would con- 

centrate on the very important job of making appointments and defending 

them .after they are made, the Arts courses might have a chance, but 

apparently that is not enough and they must spend their time setting 

a bad example by tinkering with courses. 


I have been tempted to write a blast suggesting the inevitable defeat of 
American policy partly based on the problem of language and propaganda. 
It proved impossible for Germany, as it will prove impossible for any 
group, to penetrate the Eussian language. But there are many other 
factors. I do not believe -hat American self-confidence is sufficient to 
admit of wise delayed moves. The interest in propaganda defeats a 
masterly waiting policy, and no people can be great unless they learn ' 
when not to do things and when to do them and to have the self-confi- - 
dence enabling them to make decisions in their own way and in their own _ 
time. The Romans and the British to some extent learned this. 


I think there are dangers in the pretensions of precision. A friend of mine 
has been described as mora anxious to be precise than accurate, and I 
suspect that we axe in danger of this general disease in the social sciences. 
As Frank Knight put it, w> deal in the averages of estimates and these 
are not very precise. But I am afraid we deal also in specific measure- 
ments and are greatly atiracted to things which can be specifically 
‘measured. For all this, of course, there is a very important place, but it 
is a limited place, and its limits ought to be very carefully studied. 


I keep coming back to my own particular interests in what I laughingly 
call “research,” namely, the persistent tendency in the field of knowledge 
and in the social sciences t» brild up monopoly or oligopoly situations. 
The literature builds up arcund the name of Keynes, or Marx, or some- 
one else, and everything else is dropped. A situation responsible for these 
tendencies is dangerous and comes a little short of dictatorship; that is, 
the difference between oligopoly and monopoly is not much, but it is 
important. What I am wondering about is whether we can reach a position 
in which there is continuous discussion of vital problems. Problems cease 
when they become unmanagzable or monopolies. And this is why I would 
like to see the drift toward the humanities—namely, to recognize the 
intensive work which has been done over the centuries and not so com- 
pletely ignore it as is now done, or to put it it. the form of first-year 
survey courses, whigh is probably worse. Such a drift might do something 
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to make one alert to the possibilities of the social science of totalitarian- 
ism which have become so dido. 


I have just been to o Chicago (AEA) and have come away disappointed. 
Too many papers on legislation—really a small branch of the Bar As- 
sociation. Not a single comment from the floor on papers dealing with 
theory, suggesting that no one could understand highly mathematical 
papers read from the floor. Douglas gave a rather masterly presidential 
address. 


I have been struck S the interest in aggregates and averages and the 
consequent decline of interest in reforms, The new interest in-mass ma- 
nipulation seems to be taking the zeal out of interest in reforms. In other 
words, reforms are now trivial matters and the concern is with legislation 
and administrative detail. 


The great problem in the American Economic Association is to check this 
tendency to splinter groups and to split up economic knowledge into little 
groups with vested interests of their own in publications, and in meetings, 
joint or otherwise. The prospect of emphasizing a theoretical, universal, 
and all-inclusive approach is, in consequence, very difficult. 


I could easily imagine Harold Innis saying to me the words once 
used by the late Robert Warren: *No economist. is worth a damn if he . 
doesn't have integrity." 

Whatever the influence of Harold Innis ffectively touched, there 
was quality as a result. ; 

7, J. H. WILLITS 

Rockefeller Foundation . 


THE DECLINE IN THE EFFICIENCY OF INSTRUMENTS 
ESSENTIAL IN EQUILIBRIUM? 


Note: The untimely death of Prcfesscr Harold A. Innis on November 8, 1952 deprived 
this Association of the presidential addzess that he was to have delivered at the December 
1952 meetings—an address which all acquainted with him or his work knew would be 
not only humorous and filled with inrisive comments but intenselv thought-provoking. 
However, we do have a preliminary draft of the first portion of his intended address. It 
should be remembered that the pcrtior printed here was written when he was extremely 
weak and often in much pain. No doukt it would have been extensively revised and more 
closely knit together had he survived to complete it. This fragment, though very typical 
of the author, is essentially introductory in character. It barely reaches the point where 
he begins to develop his real subject and does not make clear the main thesis he had 
intended to expound. Fortunately, however, during the summer, he had discussed his 
proposed address at considerable leagth with his oldest son, Donald Innis, who has kindly 
prepared the brief summary included here, covering the main points which his father had 
intended to develop. 
Custer W. WRICHT 


When my friend Bob Coats as federal statistician became president 
of the American Statistical Association under circumstances similar to 
my own in relation to this Asscciation, he compared himself to James 
VI of Scotland who became, as you remember, James I of England; 
and he drew interesting parallels between the interventions from the 
north to the south in the twc: cases. I am too aware of the ultimate fate 
of the Stuarts, in particular of Charles I, the son of James, to wish to 
press this comparison further. But I must begin this paper with remarks 
which may be helpful to you in explaining its contentse A social scientist 
in Canada can only survive by virtue of a sense of humor. (Stephen 
Leacock was a logical result.) He can scarcely fail to be amused by the 
goings on in this country and by the antics of Great Britain, or fail to be 
disturbed by a realization that he can do nothing about it. Occasionally 
he is described in after-dinner speeches as an interpreter between the 
two countries as though anvone could interpret for individuals who 
betray such unmistakable evidence of lunacy. In a sense, perhaps, a 
realization that he lives in such a large insane asylum may be an indi- 
cation of sanity, but it is unavoidable that he should have serious 
doubts about his own sanity. Mv old friend the late Professor Robert 
McQueen used to write from Winnipeg, half in earnest half in jest, 
*I'm depressed and fear I’m becoming known as a luncheon speaker. 
Can't you do somethingsto get me an honest job?” For these reasons the 


* Alternative titles on the manuscript are: “The Bias of Economics” and “The Menace 
of Absolutism in Time.” 
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social scientist must do his best to maintain a sense of humor or a sense 
of balance, ‘and if he appears on occasion to strain for effects I hope 
he will be forgiven. It is dangerous to appear humorous at the expense 
of one’s elders or, as the Anglican prayer book has it, “one’s betters” 
and I hope that anything I have said will be accepted in the proper 
spirit. We can at least say that we have a properly developed sions) 
complex and know our places. 

My appointment is a tribute to the toleration of the social sciences— 
a recognition of the capacity of a subject to overlook regions and 
nationalities and bifurcations within the social sciences even to the 
lowest stratum of the economic historian. An expression of this toler- 
ance has not been achieved without recognition of the importance of 
political devices in checking the disastrous effects of a majority vote 
with concentration on the election of representatives from densely 
populated areas. I know that someone will be muttering that majorities 
also have rights, and it may be that when that awful day of judgment 
arrives when someone writes a doctor’s thesis on the presidential ad- 
dresses of this Association, as has been done for the American Historical 
Association, the claims of majorities will be justified. 

The limitations of tolerance have of course been evident. Candid ob- 
servers have expressed regrets at the relative neglect of problems of eco- 
nomic theory or of universal problems and the increasing prominence of 
sessions concerned with specifically American problems—indeed 
specifically American legislation. Groups with specialized interests have 
hived off from the Association, including a group *in which I have a 
special interest, namely economic history, and have set up their own 
side shows outside the main tent; or they have seen the space outside 
crowded and have preferred to carve out places for themselves within 
the main tent and form what a predecessor of mine has called splinter 
groups. The climax has perhaps been reached with the selection of a 
president from one such group. The responsibility of the president for 
the general programme makes him aware of the difficulties he has cre- 
ated, partly through the warnings of his predecessors and partly through 
his own experience. In other words I am in the position of the man who 
was about to be hung; when he was asked whether he had anything to 
say, he replied “This will certainly teach me a lesson." . 

_ Having learned my lesson, I must begin by pleading for a general 
emphasis on a universal approach and by insisting as an economist 
that economic history is primarily’ concerned with the task of extending 
the universal applicability of economic theory and of strengthening a 
central core of interest.In the words of Plato tħe task of all knowledge 
is to discover “the limits and proportions of things." The economic 
historian must test the tools of economic analysis by applying them 
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to a-broad canvas and by suggesting their possibilities and limitations 
when applied to other languege or cultural groups. How’ far, for ex- 
ample, are we justified in askirg students from other societies essentially | 
agricultural—let us say the Chinese—to conform to the tests applied 
in doctorate examinations primarily reflecting the characteristics of a. 
system which has grown up in relation to an industrial society? The 
problem of semantics alon2 ccmpels resort to the devices of the parrot 


in reliance on memory. Graham Wallas as a result of his wide experi- ` 


ence with Indian students has reminded us that the English language 
has only slight emotional associations for them, that examinations 
emphasize only phrases and words of books and that training in English 
for the Indian civil service probably produced results similar to the re- 
sults in the Chinese civil service.*: 

Within the West itself the problem of communication is scarcely less 
acute. In European countries more profoundly influenced by canon law 
and Roman law the social sciences develop along different lines than in 
Anglo-Saxon common law countries. Talcott Parsons has suggested 
possible common ground Lut it may be questioned whether he recog- 
nized sufficiently the contrast between the work of Pantaleoni (and his 
emphasis on mathematica] economics and in turn his influence on 
Pareto) and that of common law economists. The impact of Pareto's 
training in engineering and in science was evident in a concern with 
the mathematical approach to the social sciences. In turn Pareto was 
` compelled to write a sociology to accompany his rational approach— 
a pltenomenpn with little precedent in the Anglo-Saxon world. 

The problem of the application of theory becomes evert more serious. 
The significance of language as a differentiating factor in Europe has 
probably increased with the telephone and radio. ín turn statistics 
will vary in their significance as national groups, based to an important 
extent on language, tend to concentrate on the range of statistics which 
show their pre-eminence in various lines, particularly those which 
emphasize the largest elements or those increasing most rapidly in their 
societies. Progress has been detined as that kind of effort that can be 
measured in statistics, Statistics tend to take the heart out of mathe- 
, matics. They are collected with relation to specific distinctive problems 
of etates with different constitutions, federal and unitary. They are sup- 
pressed and distorted for military purposes and their value depends 
much on the literacy of the populations concerned. The significance of 
Keynesian economics to administrative systems limits possibilities of 
comparison. Statistical calculations which become a basis of national . 
policy have implications for statistics compiled later in relation to the 
effects of the policy and make comparisons with other nations more 

LJ d i : . 


* The Art of Thought (London, 1926), p. 254. 
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difficult. Nature copies art. Monetary manipulations and tariff adjust- 
ments reflect nd intensify the significance of vernaculars, particularly 
as effected by journalism and the radio and have their implications for 
statistics, We are familiar with the efforts of Colin Clark to overcome 
these difficulties but we can scarcely be unaware of the limitations of 
his work. An obsession with statistics determined by national boundaries 
increases the dangers of frictions of political entities. 
The significance of statistics will vary with attitudes toward the state. 
A census may be conducted for military purposes, and the scriptural 
injunctions against enumeration are not without foundation; or for 
purposes of more adequate distribution of tax and other burdens, in- 
cluding railway rates. In the patriarchal traditions of Roman law the 
state has been regarded as an instrument of oppression and the pro- 
posals of Marx and Lenin assumed a withering of this concept of the 
state and substitution of the worker for the bourgeoisie. The rapidity of 
the spread of capitalism reflects the character of the state. In Sweden 
and in Australia the industrial revolution was comparatively late with 
the result that a soft capitalism was accompanied by nationalization, co- 
operative movements and labour governments. In Russia the state as an 
instrument of power was used conspicuously to overcome the difficulties 
of the frontier, notably in building the trans-Siberian railway, and much 
the same might be said of Canada in extending railways to the Pacific. 
If we narrow our concern to countries in which common law plays 
an important róle we are by no means free of difficulties. The concept of 
possession in common law and in German law essential to the expansion 
of commerce and of economics in contrast with the concept of absolute 
ownership in Roman law is'by no means a guarantee of uniformity. 
Bryce remarked that 
The more any department of law lies within the domain of economic 
interest, the more do the rules that belong to it tend to become the same 
in all countries, for in the domain of economic interest Reason and Science 
have full play. But the more the element of human emotion enters any 
department of law, as for instance that which deals with the relations of 
husband and wife, or of parent and child, or that which defines the free- 
dom of the individual as against the State, the greater becomes the prob- 
ability that existing divergences between the laws of different countries 
may in that department continue, or even that new divergences may” 
appear.® l 


Sir Frederick Pollock has pointed to the bias of the common law toward 

competition in that it must draw its resources from cońtentions between 

competitors. The character and frequency of disputes are important 

elements determining the profits of the legal profession. But Holmes 
e 


* Bryce, Studies in History and Jurisprudence, Vol. I, p. 123. 
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has stated that a constitution “is not intended to embody a particular 
economic theory whether of paternalism and its organic felation of the 
citizen to the state, or cf laissez-faire.” Pollock complained that case 
law had been largely modified by doctrines ia favour among economists 
and publicists and that “judges ought to be very careful about com- 
mitting themselves to fashionable economic theories."* Failure to pro- 
tect themselves was almost certain in his opinion to involve mistakes to 
be remedied by legislative amendment wh:ch is sure to be unsatis- 
factory. We may well ask how far economics. has become an indication 
of the lag between case law and public opinion and how far legislation 
‘is a result of the efforts of economists to hesten changes in case law. 
Certainly the enormous expansion of legislation reflects an unhappy 
relationship between economics and law. Many of you will be familiar 
with the problem of an economist who appears as a witness and who 
makes statements in a written brief which are regarded by lawyers as 
concessions to the enemv. In turn economists acting as arbitrators 
becorne annoyed with the tactics of lawyers and favour the appearance 
of concessions as an indication of truth. 

Changes in attitudes toward common law vary as between different 
countries and within the same country as between different periods, 
and will depend to an important extent on differences in the character 
of economic life particularly as reflected in tie division of labour and 
in trade. These in turn will vary with the effectiveness with which in- 
formation can be made available regarding commodities to be ex- 
changed. Highly *developed media of communication will become evi- 
dent in the emergence of organized exchanges but tHe effects of in- 
accurate and inadequate information will be apparent in outbursts such 
as the South Sea Bubble and the. various phenofnena described by 
Arthur H., Cole and Charles Mackay and sach as appeared in real 
estate booms*in the cities of this continent. especially in Western 
Canada, and in gold rushes. 

As information was handled more efficiently dangers of fanatical 
outbreaks became less acute. Quetelet in 1833 commented on the in- 
fluence of an expanding press in checking tendencies toward revolu- 
tion. It had "singuliérement contribué à faciliter la réaction et par 
suite à rendre les grandes revolutions à peu prés impossibles; elle 
presente cet avantage immense qu'elle ne permet pas aux forces de 
s'accummuler d'une maniére effrayante, et que la reaction se manifeste 
presque aussitôt aprés l'action, quefquefois même avant que l'action ait 
eu le temps de se propager."? The invention cf the telegraph and its 

LÀ 
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* A. Quetelet, Sur L'Homme (Paris, 1835), Vol. I, p. 290. 
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rapid extension in continental land areas and in submarine cables 
enormously enhanced the availability and the accuracy of information 
for the purposes of trade. It fostered demands for the equalization of 
accessibility. Newspapers in Chicago, especially the Chicago Tribune, 
protested vigorously in the early ’sixties against the exploitation by 
New York interests of the difference in time between the two cities. 
Western papers were compelled to pay high rates for market reports 
controlled by New York interests in the Associated Press of that day. 
The regional monopoly was gradually weakened in the latter half of 
the nineteenth century and came to an end finally with the formation of 
the Associated Press. 

By this time my bias will have begun to wear thin and in fairness I 
should indicate its character in so far as my limitations permit. I have 
been primarily interested in the ecoriomic history of Canada and in par- 
ticular factors which explain its peculiarities, especially the successive 
importance of staple raw materials to mention fur, fish, lumber, wheat, 
minerals and pulp and paper. I am concerned in this presidential 
address with the problems inherent in the pulp and paper industry as 
related to the production of information for purposes of trade and the 
efficiency of the price system. The industry occupies a peculiar posi- 
tion in that it is protected by the Bill of Rights in the American Con- 
stitution and by its possibilities of control over public opinion. Possible 
checks through the development of legislation in raw material produc- 
ing regions, for example the provinces of Canada, have been offset by 
vertical integration in which large American newspapers control their 
own industrial’ operations in Canada. 

The effects of the enormous expansion in the production of raw ma- 
terial following iniprovements in technology in the use of wood were 
-evident in the sharp decline in prices of newsprint in the later part of 
the 19th century and in the expansion in the production*of information 
by newspapers. The monopoly of the Associated Press evident chiefly 
in the control of morning and Republican newspapers was offset by 
the development of the Hearst Press and the International News Serv- 
ice and by the development of the cheap press concerned primarily with 
evening papers by the Scripps, McRae, Howard interests in the United 
Press. The impact on information can be suggested in one or two 
illustrations. Lowering of the price of the newspaper was dependent in 
part on the denominations of money used in various cities. In Chicago 
and in St. Louis the mint was persuaded to distribute quantities of pen- 
nies and department stores co-operated by advertising goods for odd 
amounts and thus hastening the use of small denominations. In San 
Francisco on the other hand Scripps papers were handicapped by 
customs continued from the gold rush period which implied refusal 
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to recognize small denominations. In the Yukon Territgry as late as 
1926 coins smaller than 25 cents were regarded with disfavour. The 
drive for cheaper information regarding prices, especially in depart- 
ment stores, had important implications for the currency structure and 
for velocity of circulation. The broad implications of prices of newsprint 
for the distribution of information in large cities were paralleled by 
developments on a wider field. During the second world war high cable 
rates to Australia were reduced by subsidy and the position of Australia 
in the information feld greatly strengthened whereas the high rates to 
Spain were said to play an porani rôle in keeping: Franco out of 
the war. 

An increase in the circulation of newspapers and a-policy of low fixed 
prices designed to facilitate increased circulation were paralleled by the 
increasing importance of advertising as a source of revenue and the | 
necessity of developing policies to attract advertising. The newspapers 
played an important róle in the building up of the great department 
stores as distributing organizations and also in changes in the methods 
of production. In England for example the Daily Mail? found itself 
faced with the problem of finding industries with a productive capacity 
adequate to the demands of purchasers created by advertising. Drapers’ 
as advertisers were limited by their capacities to supply particular 
articles. In a systematic search for industries with relatively inex- 
haustible capacities of production the Daily Mail concentrated on the 
building industry and on a system of advertising developed beyond the 
iminediate-possibilities of the paper itself. The Ideal Home Exhibition 
was organized to supplement the newspaper. The newspaper is con- 
cerned in a search for mass production industries to meet its advertising 
requirements. Its position leads it to take a critical attitude towards 
trusts’ as narrowing the market or towards the domination of govern- 
ment by powerful groups. Edward W. Bok concentrated his attention 
on the position of women as purchasers. He was said to have changed 
the physical appearance oi domestic furniture, eliminated the parlor 
from domestic architecture and persuaded the Castles to introduce more 


and better dances? 


*ok * x OR, 
HAROLD INNIS 


COMMENT 


During the summer I talked to my father a good deal and on several oc- 
casions we discussed the subject of hfs presidential aces to this Associa- 


* See Wareham Smith, Spijt Ink (Loncon, 1932), pp. 67 ff. 
"For a discussion of the suit of Lever Brothers against Northcliffe see Smith, ibid., 
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tion. When I discovered that the notes which he left did not mention the 
subject which ye had discussed I thought that I should offer to present some 
idea of what he had intended to say. I cannot, of course, present his idea as 
he would have presented it. I do not know what illustrations and stories he 
would Rave used nor can I imagine how his idea would have developed in 
the course of time. I shall try to ) present his idea with as few of my own 
` thoughts as possible. : 

As the subject of his address he wanted to consider the idea that America's . 
strongest tradition is that she has no tradition. America means the United 
States, but in most cases these remarks apply also to Canada. During our talks 
we often discussed my trip to Europe in the spring. I had been greatly im- 
' pressed in Europe—especially in.France where I spent most of my time— 
by thé intense and active cultural life of the people. Plays, operas, symphonies, 
paintings, books and even movies seemed to be active media of communica- 
tion in France. People seemed to think in terms of these arts and they seemed 
to regard state-supported theatres, opera houses and radio networks as normal 
and useful parts of their society. I asked my father why people in North - 
America don't take much interest in these activities since they aspire to 
have a high level of culture. He said that Americans thought of these things’ 
as being connected with the old world and that Americans have been so 
anxious to be independent that they have given up a great many means of 
cultural expression. The American tradition involves a studied lack of interest 
in the culture of Europe. Actually, my father said, this lack of interest in the 
European traditions is in itself a tradition; and a tradition which consists of 
keeping oneself to oneself in both space and time is more stultifying than the 
traditions which Americans are trying to avoid. 

Americans do not like to have any links with the past. They want to be 
free to question any part of their culture at any time. They do. not like to 
have a large body of accepted opinion however sensible it may be. Americans 
do not want to admit that there is anything in the past which is better than 
anything in the present. They refuse to learn anything from the older Euro- 
pean countries as these countries represent to Americans “the sort of thing we 
` want to get away from.” Americans want to develop a new, way of life on 

a new continent. 
' The results of this desire for freedom from the past are in some ways 
- unfortunate. My father regarded the media of communication of modern 
America as a sort of trap from which he could see no escape. In the field of 
education, for instance, a student who comes to a university is not presented 
with a body of knowledge which is considered to be fundamental to our 
society; he is encouraged to take a series of survey courses. The American 
tradition maintains that people should not be pushed around but Americans 
are so afraid of this that even the dissemination of ideas and facts is looked 
upon as a sort of pressure which the student must resist and from which the 
professor must refrain. It is only in specialized fields that professors can act 
as authorities. For the body of culture which is common to all citizens there 
are no authorities and all opinions are of equal value. No matter how carefully 
and objectively a study of society may be done, anyong is free to dismiss it 
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as just another idea. The freedom of thought which is so dearly loved in Amer- 
ica can become freedom from thought. Politics and the arts are,looked upon as 
subjects which may be interesting to some people and not to others. Sym- 
phonies and operas are produced for those who happen to be interested and 
are not thought of as expressing the culture of the country. 

If the student who would learn to know America should try to educate 
himself through books he will find that his attention is dispersed rather than 
concentrated on some central trends. The student will not find books which 
will tell him what kind of a country America is and how new inventions affect 
the American ideal. Americans seem to be convinced that America is so large 
and complicated that no generalization can hold true for it. Americans feel 
that they are free of traditions and they feel that their culture is broader in 
scope than that of any other country which has ever existed. The booksellers 
and makers of books reflect this feeling clearly. Books in America tend to 
spread one’s interests wider and wider. They do not comment on or add to a 
central theme which runs through American life. The attitude to. be found in 
books on all sorts of subjects is that each book is a contribution in some small 
field which will interest specialists, but no book in America would claim to 
be of general interest and no writer would try to relate his book to the Ameri- 
can culture as a whole. Freedom to the American means retraining from trying 
- to discover any of the enduring characteristics of American culture. The: 
American doesn't want to feel that he is committed to anything. Therefore his 
attention must always be shallow. The American student almost never finds 
his way out of this welter of superficiality by reading books. My father was 
very seriously annoyed about this. It made him feel angry and frustrated to 
hear the purveyors of education and information insisting on the importance 
, of freedom of the press and of communication while using this same freedom 
to ‘channel minds Mto the thin layer of contemporary froth which is the sub- . 
ject of study in American books and schools. My father felf that it would be 
very difficult for Americans to realize the nature of their predicament. He 
did not see any method of escaping from a trap in whieh the media of com- 
munication are the stronghold of a dogma. 

Perhaps the Jack of interest in gathering useful information from the past 
can be illustrated by referring to the rôle of newspapers in our society. My 
father often remarked that newspapers and superficiality are synonomous. 
.Newspapers must always produce something new and interesting and they 
must never seem to be interested in anything that is old. Newspapers cannot 
be concerned with origins nor with the foundations of society, so that the effect 
of newspapers on society must be to disperse attempts at profound thinking 
and attempts at building up a body of tradition. My father used to say that 
newspapers have to keep stirring up the animals. For a potential reader to be 
satisfied with the contemplation of a traditional body of culture is a very 
unsatisfactory state of affairs for a newspaper. Newspapers are concerned 
with the immediate present and the immediate future and their success reflects 
similar interests in a large part of the population. 

Radio programs reflect these tendencies and “reinforce them even more. 
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Radio has no very long past and cannot be interested in evoking the past nor 
in showing the unity of past and present. 

To summarize these remarks—Americans tend to be inisrested primarily 
in the present and they do not like to rely on traditional solutions to such 
problems as present themselves. It might be more accurate to say that Ameri- 
cans think of themselves as trail blazers living in a world so new that traditions 
can be of little value. My father felt that this attitude was very dangerous 
because—in so far as it exists—it deprives Americans of any criteria by which 
they can judge the state of their country or compare it with other countries. 
When definitions of progress also progress there are no standards by which 
progress can be measured. George Orwell's book 1984 describes a country in 
which the newspapers present each item of news as the fruit of progress which 
they depict as having always been aimed at this goal. 

My father thought that the origin of America's conscious scorn for tradi- 
tion derives from the tradition of the frontier. The. people of the United States 
have built up a new country in a new continent. Americans have become rich 
and contented by developing the resources of the new world and they have 
'felt that they brought about this state of well-being by the work of their own 
hands. Americans have felt and still feel that they owe the old world nothing. 
Americans do not want to be interested in the continent from which they came. 
They refuse to compete with European countries in art or in any other tradi- 
tional means of expression. Thus the American tradition is to refuse to have a 
tradition. Instead of escaping from tradition America has developed and 
obeyed her own tradition slavishly. 

The American tradition of not being interested in the past has meant a 
concentration on immediacy. The range of interests and means of expression 
of modern American culture are severely limited by her refusal to be inter- 
ested in any media of communication which have been used before. America's 
tradition will make it very difficult for her to go beyond the narrow range of 
interests which she has set for’ herself, but until she does go beyond these 
limits her culture must retain the difficulties and dangers which it now has. 

This idea, that America is blindly holding onto the tradition that she has 
no tradition, is the subject for & presidential address that má father and I 
discussed last summer. o 

DONALD INNIS 
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THE MEANING OF UTILITY MEASUREMENT, 
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Economists struggling to keep abreast of current developments may 
well be exasperated by the resurgence of measurability of utility. 
After all, the indifference curve analysis was popularized little over 
ten years ago amidst the contradictory proclamations that it eliminated, 
modified, and strengthened the róle of utility. Even yet there is con- 
fusion, induced partly by careless reading and exposition of the indif- 
ference curve analysis and partly by misunderstandings of the purposes 
and implications of utility measurement. This paper attempts to 
clarify the róle and meaning of the recent revival of measurement of 
utility in economic theory and of the meaning of certain concepts and 
operations commonly used in utility theory. 

Measurement in its broadest sense is the assignment of numbers to 
entities. The process of measurement has three aspects which should 
be distinguished at the outset. First is the purpose of measurement, 
second is tae process by which one measures something, 7.e., assigns 
numerical values to some aspect of an entity, and the third is the 
arbitrariness, or uniqueness, of the set of numerical values inherent 
in the purpose and process. In the first part of this paper we briefly 
explore the idea of arbitrariness or uniqueness of numbers assigned by 
a measurement process. In Part II we state some,purposes of utility 
measurement. In Part III we examine a method of measuring utility, 
the purpose of the measurement and the extent to which the measure- 
ment is unique. In,Part IV we look at some implications of the earlier 
discussion.* 

* The author is associate professor of economics at the University of California, Los 
Angeles. He wishes to acknowledge gratefully the aid of Norman Dalkey and Harry 
Markowitz, bota of The RAND Corporation. The patient explanations of Dalkey in 
answering innumerable questions overcame early impulses to abandon the attempt to 

- Understand recent utility literature. Markowitz detected several ambiguities and errors 


in earlier drafts of this exposition. Since neither has seen the final draft they must be 
relieved of responsibility for remaining errors and ambiguities. 

*The explanation assumes no mathematical background and is on an elementary level. 
This paper is not original in any of its idéas, nor is it a general review of utility and 
demand theory. It is merely a statement of some propositions that may help the reader 
separate the cha:f from the wheat. It may even make clear'to the reader, as it did to: 
the writer, one meaning ot utility. Most of the materia presented here is contained in 
J. Marschak, “Rational Behavior, Uncertain Prospects and Measurable Utility," Econo- 
metrica (April 1950), VIII, 111-41, an article written for the mathematically mature. 
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I. Degree of M easurability ^ 


The coluntns of Table I are sequences of numbers illustrating the 
concept of the “degree of measurability.” The entities, some aspect of 
which*we wish to measure, are denoted by'letters. Later we shall dis- 
cuss the meaning of these entities. Our first task is to explain the dif- 
ference between monotone transformations and linear transformations. 


"TABLE I.—ILLUSTRATION OF TYPES OF MEASUREMENT 











Alternative Measures of “Utility’™ 





Entities 








1 2 3 4 5 6 7 8 9 
A 1 2 6 7 il 2 6 5 6 3 
B 2 4 7 12 4 12 7 10 , 7 
C 3 5 8 13 6 18 9 14 13 
D 4 8 9 14 8 24 11 18 — 21 
E 5 ii: 10 15 10 30 | 13 22 31 
F 7 14 12 17 14 42 17 30 43 
G 11 22 16 21 22 66 25 46 57 
H 14 28 19 24 28 84 31 58. 78 
I 16 33 21 26 32 96 ' 35 66 91 
J 17 34 22 27 34 102 37 . 70 111 


We shall begin with monotone transformations and then come to linear 
transformations via two of its special cases, additive and multiplicative , 
constants. 

Monotone Transformations ns . 


.Let there be assigned a numerical magnitude (measure) to each 
entity concerned. For exarhple in Table I, for the ten entities, A-J, 
listed in the extréme left-hand column, nine different sets of numbers 
are utilized to assign nine different numbers to each of the entities. If 
two sets of numbers (measures) result in the same ranleing or ordering 
of the entities (according to the numbers assigned), then the two sets. 
are monotone transformations of each other. In Table T it will be seen 
that ali nine measures give the same ranking, thus all nine measures are 
monotone transformations of each other. If this property holds true 
over the entire class of entities concerned, then the two measures are 
monotone transformations of each other for that class of entities. The 
possible set of monotone transformations obviously is very large. 





A bibliography is included, to which thoseewho might wish to read more deeply should 
refer. Excellent starting points are M. Friedman and L. J. Savage, “The Utility Analysis ` 
of Choices Involving Risk," Jour. Pol. Econ. (Aug. 1948), LVI, 279-304, and J. Marschak, 
“Why ‘Should’ Statisticians and Businessmen Maximize “Moral Expectation ?”, Pro- 
ceedings of the Second, Berkeley Symposium on Mathematical Statistics and Probability 


(Berkeley, University of California Press, 1951), pp. 493-506. š 
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.Linear Transformations: Additive Constants 


We shall approach the linear transformation by considering two 
special forms. Look at the numbers in column 3. They are the same 
as those in 1 except that a constant has been added, in this case 5, że., 
they are the same “up to" (except for) an additive constant. The meas- ` 
ure in column 4 is equivalent to that in column 1 with 10 added. Col-. 


£F 


umns 1, 3 and 4 are transforms of each other “up to" (by means of) 
additive constants. This can also be expressed by saying they are equiv- 
alent except for an additive constant. The term “up to" implies that we 
may go through some simpler types. For example, all the transforms 
up to an additive constant are also contained in the larger, less re- 
stricted class of possible transforms known as monotone transforms. ` 
An additive constant is a quite strong restriction, even though it may 
not seem so at first since there is an unlimited number of available 
constants. But relative to the range of possibilities in the general linear 
transformations this is very restrictive indeed. 


Linear: Transformations: Multiplicative Constants 


Now look at column 5. It is equivalent to column 1 except for multi- 
plication by a constant, in this case, 2. Column 5 is a monotone trans- 
form of column 1, and it is also a “multiplicative by a constant” trans- 
form of column 1. Column 6 is column 1 multiplied by 6. Thus, while 
columns 1, 5 and 6 are monotone transforms of each other, they are 
also a more particular type of transform. They are transforms up to a 
multiplicatiye constant. These are special cas2s of linear transforma- 
tions which we shall now discuss. . 

General Linear Transformations : 

The numbers of column 7 are equivalent to column 1 except for 
multiplication by 2 and addition of 3. Letting y denote the numbers or 
“measures” in column 7 and x those of column 1, we have y = 2x t 3. 
Column 8 is derived similarly from column 1; the multiplier is 4 and 
the added constant is 2. Column 8 is given by 4x + 2, but a little 
inspection will show that column 8 can be derived from column 7 by 
the same process of multiplying and adding. In this case column 8 is 
obtained from column 7 by multiplying by 2 and adding —4. Columns 
1, 7 and 8 are thus “linear transforms" of each other. This is also 
expressed by saying that they are the same measures “up to a linear 
transformation"; that is, any one of these measures can be obtained 
from any other one by simply selecting appropriate constants for mul- 
tiplication and addition, , 

There is a particular property.of the linear transformation that has 

e A 
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historical significance in economics. Look at the way the numbers 
change as one moves from entity to entity. For example, consider col- 
umns 1 and 7. The numerical change from entity E to entity F has a 
value ef 2 in the measure of column 1, while in the measure of column 
7, it has a numerical value of 4. From F to G the change is 4 in measure 
1, and in measure 7 it is 8. If the increment is positive, it will be posi- 
tive in all sequences which are linear transforms of this particular se- 
quence. But this is true also for all monotone transformations—a much 
broader class of transformations or measures. Of greater significance, 
however, is the following attribute of linear transforms: if the dif- 
ferences between the numbers in one of the sequences increases (or 
decreases) from entity to entity, then the differences between the num- 
bers of these same entities in all of its near transformations will also 
be increasing (or decreasing). In general, the property of increasing or 
decreasing increments is not affected by switching from one sequence 
of numbers to any linear transformation of that given sequence. In 
mathematical terms, the sign of the second differences of a sequence of 
numbers is invariant to linear transformations of that sequence.’ The 
significance of invariance will be discussed later, but we should note 
that this property of increasing (or decreasing) differences between 
the numbers assigned to pairs of entities is nothing but increasing mar- 
ginal utility—if one christens the assigned numbers “utilities.” 


` TI. Purpose of Measurement 

Order . 

In the nine columns of Table I are nine “different” measures of 
some particulaft aspect of the entities denoted A, B, C,... J. How dif- 
ferent are they? We have already answered this. Which is the “right” 
one? This depend$ upon what one wants to do with the entities and 
the numbers. It would be more useful to ask which one is a satisfactory 
measure, for then it is clear that we must make explicit for what it is to 
be satisfactory. For example, if my sole concern were to predict which 
of the entities would be the heaviest, the next heaviest, etc., I could, by 
successively comparing pairs in a balancing scale, completely order the 
entities. [Having done so, I could then assign the numbers in any one of 
columns 1 through 9] so long as I assign the biggest number to the 
. heaviest, and so on down. This means that for the purpose of indicat- 
ing order, any one of the monotone transforms is acceptable. 


?In monotonic transformations the signeof the first differences only are necessarily 
left undisturbed. 3 
* A pause to reflect will reveal that there is a second problem besides that of deciding 
what “satisfactory” means. Thig second problem, which we h&ve so far begged, is: “How 
does one assign numbers to entities?” It is to the following section. 
; : 
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The remaining task is to determine whether the order is “correctly” 
stated; the fact that the order is the same, no matter which one of the 
above transforms is used, does not imply that the order is correct. What 
do we mean by "correctly? We mean that our stated or predicted or- 
der is matched by the order revealed by some other observable order- 
ing process. You could put the entities on some new weighing scales 
(the new scales are the “test”), and then a matching of the order de- , 
rived from the new scales with our stated order is a verification of the 
correctness (predictive validity) of our first ordering. Any monotone . 
transform of one valid ordering number sequence is for the purpose in 
this illustration completely equivalent to the numbers actually used. 
That is, any one of the possible monotone transformations is just as 
good as any other. 

We may summarize by saying that, given a method for validly or- 
dering entities, any monotone transformation of the particular numeri- 
cal values assigned in the ordering process will be equally satisfactory. 
We may be technical and say that “all measures of order.are equiva- 
lent up to (except for being) monotone transformations.” Or, in other 
words, a method of validly denoting order only, is net capable of 
. uniquely identifying a particular set of numbers as tke correct one. Any 
monotonic transformation will do exactly as well. The degree of 
uniqueness of an ordering can also be described by saying it is only as 
unique as the set of monotone transformations. Thus, we often see the 
expression that “ordering is unique up to a monotone transformation.” 


Ordering Groups of Entities 


But suppose our purpose were different. Suppose we want to he able 
to order groups of entities according to their weights. More precisely, 
suppose we want to assign numbers to each of the component objects 
' so that when we combine the objects into sets or bundles we can order 
the weights of the composite bundles, knowing only the individually 
valid numbers assigned to each component, by merely adding together 
the numbers assigned to each component. And we want to be able to do 
this for any possible combination oi the objects. Fortunately, man has 
discerned a way to do this for weights. The numbers which are assigned 
by this discovered process are arbitrary up to a multiplicative constant 
(vf proportionality), so that the numbers could express either pounds, 
ounces, tons or grams. That is, we can arbitrarily multiply all the num- 
bers assigned to the various components by any constant we please, 
without destroying the validity of our resulting numbers for this par- 
ticular purpose. But we can not use any monotone transformation as we ` 
could in the preceding case where our purpose was different. 

If we were to add an arbitrary constant to each component's indi- 


-pF 


'' 'ALCHIAN: THE MEANING OF UTILITY MEASUREMENT 31 


vidually valid numerical (weight) value we would not be able to add 
the resulting numbers of each component in order to get a number 
which would rank the composite bundles. Thus, the numbers we can - 
assign &re rather severely constrained. We can not use any linear trans- 
formation, but we can use a multiplicative constant, which is a special 
type of linear transformation. And if we were to “measure” lengths of 
items so as to be able simply to “add” the numbers to get the lengths 
of the items laid end to end; we would again find ourselves confined to 
sequences (measures) with a multiplicative constant as the one avail- 
able degree of arbitrariness. 


Utility and Ordering of Choices 


The reader has merely to substitute for the concept of weight, in the 
earlier example about weight orders, the idea of “preference” and he is 
in the theory of choice or demand. Economics goes a step further and 
gives the name “utility” to the numbers. Can we assign a set of num- 
bers (measures) to the various entities and predict that the entity with 
the largest assigned number (measure) will be chosen? If so, we could 
christen this measure "utility" and then assert that choices are made so 
as to maximize utility. It is an easy step to the statement that “you are 
maximizing your utility," which says no more than that your choice is 
predictable according to the size of some assigned numbers.* For ana- 
lytical convenience it is customary to postulate that an individual seeks 
to maximize something subject to some constraints. The thing—or nu- 
merical measure of the “thing”—which he seeks to maximize is called 


"utility." Whether or not utility is some kind of glow or warmth, or 


happiness, is here irrelevant; all that counts is that we can assign num- 
bers to entities or tonditions which a person can strive to realize. Then 
we say the individual seeks to maximize some function of those num- , 
bers. Unfortunately, the term “utility” has by now acquired so many 
connotations, that it-is difficult to realize that fer present purposes 
utility has no more meaning than this. The analysis of individual de- 
mand behavior is mathematically describable as the process of maxi- 
mizing some quantitive measures, or numbers, and we assume that the 
individual seeks to obtain that combination with the highest choice. 
number, given the purchasing power at his disposal. It might be harm- 
less to call this “utility theory.” 


‘The difficult’ (impossible?) psychological, philosophical step of relating this kind of 
utility to some quantity of satisfaction, happiness, goodness or welfare is not attempted 
here, 
`~ "The author, having so far kept his opinions submerged, f$ unable to avoid remarking 
that it would seem “better” to confine utility “theory” to attempts to explain or discern 
why a person chooses one thing rather than another—at equal priae. : 
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Three Types of Choice Predictions 


Sure-Prospects. Before proceeding further it is necessary to indicate 
clearly the types of choice that will concern us. The first type of choice 
is that of selecting among a set of alternative “riskless” choices. A risk- 
less choice, hereafter called a sure prospect, is one such that the . 
chooser knows exactly what ke will surely get with each possible choice. 
'To be able to predict the preferred choice means we can assign num- 
bers to the various entites such that the entity with the largest as- 
signed number is the most preferred, the one with the second largest 
number is the next most preferred, etc. As said earlier, it is customary ` 
to christen this numerical magnitude with the name “utility.” 

An understanding of what is meant by “entity” is essential. An en- 
tity denotes any specifiable object, action, event, or set or pattern of 
such items or actions. It raay be an orange, a television set, a glass of 
milk, a trip to Europe, a particular time profile of income or consump- 
tion (e.g., steak every night, or ham every night, or steak and ham on 
alternate nights), getting married, etc. Identifying an entity exclusively 
with one single event or action: would lead to unnecessary restrictions 
on the scope of the applicability of the theorem to be presented later. 

Groups of Sure Prospects. A second problem of choice prediction 
would be that of ordering (predicting) choices among riskless groups 
of entities. A riskless group: consists of several entities all of which will 
be surely obtained if that group is chosen. The problem now is to pre- 
dict the choice among riskless groups knowing only the utilities as- 
signed to the individual entities which have been aggregated into groups. 
Thus if in Table I we were. to assemble the entities A*through J into 
various groups, could we predict the choice among these groups of 
entities knowing only the utility numbers that were assigned to the 
component entities for the purpose of the preceding choice problem? Of 
course we askethis questior only on the assumption that the utilities 
previously assigned-to the component entities were valid predictas of 
choice among the single sure prospects.” 

Uncertain Prospects. A third type of problem is that .of sidane 
choices among risky choices, or what have been called uncertain pros- 
pects. An uncertain prospect is a group of entities, only one entity of 


. . 

* For example, see H. Wold, “Ordinal Preferences or Cardinal Utility? (With Additional 
Notes by G. L. S. Shackle, L. J. Savage, and H. Wold)”; A. S. Manne, "The Strong ` 
Independence Assumption-Gasoline Blends and Probability Mixtures (with Additional 
Notes by A. Charnes)"; P. Samuelson, “Probability, Utility, and the Independence 
Axiom”; E. Malinvaud, "Note on Neumann-Morgenstern's Strong Independence Axiom,” 
finos (Oct. 1952), XX, 661-79, 


‘For an illustration of this problem of rating a compbsite bundle by means of the 
ratings of the ratings of the components, see A. S. Manne, oP. cit. 
° 
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which will be realized if that group is chosen. For example, an uncer- 
tain prospect might consist of a fountain pen, a radio and an automo- 
bile. If that uncertain prospect is chosen, the chooser will surely get 
one of the three entities, but which one he will actually get is not 
known in advance. He is not completely ignorant about what will be 
- .realized, for it is assumed that he knows the probabilities of realization 
attached to each of the component entities in an uncertain prospect. 
For example, the probabilities might have been .5 for the fountain pen, 
.4 for the radio and .1 for the automobile. These probabilities sum to 


TABLE IL —EXAMPLES OF,UNCERTAIN PROSPECTS 

















Probabilities of getting 
Uncertain Prospect 
Pen Radio Automobile 
i 1 5 E .1 
* 2 .58 .30 .12 
3 .85 .0 ) .15 
4 .0 .99 .01 








1.0; one and only one of these entities will be realized. An uncertain 
prospect is very much like a ticket in a lottery. If there is but one prize, 
then the uncertain prospect consists of two entities, the prize or the 
loss of the stake. If there are several prizes, the uncertain prospect con- 
'sists of several entities—the various prizes and, of course, the loss of 
the stake (being a loser). 

But there is another requirement that we want our prediction process 
to satisfy. Not only must we be able to predict the choices, but we 
want to do it in a very simple way. Specifically, we want to be able to 
look at each comfponent separately, and then from utility measures 
assigned to the elements, as if they were sure prospects, we want to be 
able to aggregate the component utility measures into '& group utility 
measure predisting choices among the uncertain' prospects. For ex- 
ample, suppose the uncertain prospects consisted of a pen, a radio and 
an automobile as listed in Table II. 

Are there utilities which can be assigned to the pen, the adio and 
the automobile, so that for the purpose of comparing these four uncer- 
tain prospects the same numbers could be used in arriving at utility 
numbers to be assigned to the uncertain prospects? In particular, can 
' we assign to the pen, the radio and the automobile numbers such that 
when multiplied by the associated'probabilities in each uncertain pros- 
pect they will yield a sum (expected utility) for each uncertain pros- 
pect, and such that these “expected utilities" would indicate pref- 


erence? 
1 M 
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Before answering we snall briefly indicate why choices among un- 
certain prospects constitute an important class of situations. Upon re- 
-fection it will be seen to be the practically universal problem of choice. 
Can the reader think of many cases in which he knows when making a 
choice, the outcome of that choice with absolute certainty? In other 
words, are there many chcices—or actions—in life in which the conse- 
quences can be predicted with absolute certainty? Even the act of 
purchasing a loaf of bread has an element of uncertainty in its conse- 
quences; even the act of paying one’s taxes has an element of uncer- 
tainty in the consequences involved; even the decision to sit down has  . 
an element of uncertainty in the consequence. But to leave the trivial, . 
consider the choice of occupation, purchase of an automobile, house, 
durable goods, business investment, marriage, having children, insur- 
ance, gambling, etc. ad infinitum. Clearly choices among uncertain 
prospects constitute an extremely large and important class of choices. 


III. Method oj Measurement 


So far we have discussec the meaning and purpose of measurement. 

.. We turn to the method of measurement recognizing that for each type 
of choice prediction the method of measurement must have a rationale 
as well as a purpose. For a moment we can concentrate on the rationale 
which is properly stated in the form of axioms defining rational be- , 
havior. 


Sure Prospects 


Let us start with a rationale for the first type of choice. We postu- 
.. late that an individual behaves consistently, i.e., he has à consistent set 
of preferences; that these preferences are transitive, i.e., if B is pre- 
ferred to A, and C to B, then C is preferred to A; and that these pref- 
erences can be completely described merely by attaching a numerical 
value to each. ‘An implication of these postulates is that for such indi- 
viduals we can predict their choices by a numerical variable (utility). 
Asking the individual to make pairwise comparisons we assign numbers 
* to the sure prospects such that the choice order will be revealed by the 
size of the numbers attached. The number of pairwise comparisons that 
the individual must make depends upon how fortunate we are in se- 
lecting the pairs for his comparison. If we are so lucky as first to pre- 
sent him a series of pairs of alternatives of sure prospects exactly 
matching his preference order, the complete ordering of his preferences 
will be obtained with the minimal amount of pairwise comparisons. 
Any numbering sequence which gives the most preferred sure prospect 
the highest number, thé second preferred sure prospect the second high- 

est number, etc., will predict his choices according to “utility maximiza- 


A 
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tion." But any other sequence of numbers could be used so long as it i: 


. & monotone" transformation of the first sequence. And this is exacth 


the meaning of the statement that utility is ordinal and not cardinal 
The fransitivity postulate enables this pairwise comparison to revea 
the complete order of preferences, and the consistency postulate mean: 
he would make his choices according to the prediction. Thus if he wer 
to be presented with any two of ten sure prospects, we would predic 
his taking the one with the higher utility number. If our predictio1 
failed, then one of our postulates would have been denied, and ou 
prediction method would not be valid. A hidden postulate is that the 


: preferences, if transitive and consistent, are stable for the interval in 


volved.* Utility for this purpose and by this method is measurable uy 
to a monotonic transformation, 7.e., it is ordinal only. 


Groups of Sure Prospects 


The second type of choice, among groups of sure prospects, can bt 
predicted using the same postulates only if we treat each group of sur 
prospects as a sure prospect. Then by presenting pairs of "groups o: 
sure prospects" we can proceed as in the preceding problem. But tht 
interesting problem here is that of predicting choice among groups o: 
sure prospects (entities) only by knowing valid utility measures fo: 
choices among the component sure prospects. Can these utility num 
bers of the component entities of the group of sure prospects, which art 
valid for the entities by themselves, be aggregated to obtain a numbe: 
predicting choice among the groups of sure prospects? In general the 
answer. is “ne.” Hence, although utility was measurable for the‘ pur 
pose of the kind of prediction i in the preceding problem, it is not meas 
urable in the sense that these component measures can be aggregatec 
or combined in any known way to predict choices among groups of surt 
prospects. Utility is “measurable” for one purpose Rut not for th: 
other.? |: " 


5Some problems involved in this assumption and in its relaxation are discussed by 
N. Geogescu-Roegen, “The Theory of Choice and the Constancy of Economic Laws,’ 
Quart. Jour. Econ. (Feb. 1950), LXIV, 125-38. 

*It is notable that the usual indifference curve analysis is contained in this case. Am 
group of sure prospects (point in the xy plane of an indifference curve diagram) whicl 
has more of each element in it than there is in another group of two sure prospects, wil 
be preferred to the latter. And further, if one group of sure prospects has more of on 
commodity than does the other group of sure prospects, the two groups can be mad 
indifferent by sufficiently increasing the amount of the second commodity in the othe 
group of Sure prospects. The indifference curve (utility isoquant) approach does no 
assign numbers representing utility to the various sure prospects lying along either th 
horizontal or the vertical axie and then from these numerital values somehow obtain : 
number which would order choices among the groups of prospects inside the quadran 
enclosed by the axes. e 
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Uncertain Prospects 


We want to predict choices among uncertain prospects. And we want 
to make these predictions solely on the basis of the utilities and,prob- - 
abilities attached to the elements of the uncertain prospects. 

Without going into too many details an intuitive idea of the content 
of the axioms used in deriving this kind of measurability will now be 
given.” For expository convenience the statement that the two entities 
A and B are equally desirable or indifferent will be expressed by 
A = B; if however A is either preferred to or indifferent to B, the 
expression will be A > B. 

(1) For the chooser there is a transitive, complete ordering of all the 
alternative possible choices so far as his preferences are concerned. 
That isif C > B and B > A, then C > A. 

(2) If among three entities, A, B, and C, C > B, and B > A, then. 
there is some probability value p, for which B is just as desirable as the 
uncertain prospect consisting of A and C, where A is realizable with 
probability p, and C with probability /-p. In our notation: if C > B 
and B > A, then there is some p for which B = (A, C; p), where 
(A, C; 2) is the expression for the uncertain prospect in which A will 
be realized with probability p, and otherwise, C will be realized. 

(3) Suppose B Z A, and let C be any entity. Then (B, C; $) Z 
(A, C; 5) for any . In particular, if A = B, then the prospect com- 
prising A and C, with probability ? for A and 1-p for C, will be just as 
desirable as the uncertain prospect comprised of B and C, with the - 
same probability ?'for B, and 1-5 for C. 

(4) In the uncertain prospect comprising A and B with probability 
P for A, it makes no difference what the’ process is for determining 
whether A or B is received, just so long as the value of p is not 
changed. Notationally, (A, B; $1), B; p2) = (A, B; fı p2). 

To help undtrstand what these axioms signify we give an example 
of behavior or situation that is inconsistent with each, except that I 
can think of no-totally unreasonable behavior inconsistent with the 
first axiom. Behavior inconsistent with the second axiom would be the 
following: Suppose C is two bars of candy, B is one bar of candy, 
and A is being shot in the head. Form an uncertain prospect of C and 
A*with probability p for C. If there is no p, however small or close to 
zero, which could possibly make one indifferent between the uncertain 


*® This is the method developed by J. von Neumann and P. Morgenstern, The Theory 
of Games and Economic Behavior (Princeton University Press, 1944). A very closely 
analogous method was suggested in 1926 by F. Ramsey, The Foundations of Mathematics 
and Other Logical Essays (The Humanities Press, N. V., 1950), pp. 166-90. The neatest, 
but still very difficult, exposition is by J. Marschak, op. cit. Still another statement of 
essentially the same set of agioms is in Friedman and Savage, of. cit. 
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prospect and B, the one bar of candy, he is rejecting axiom (2). Are 
such situations purely hypothetical? 

The third axiom, sometimes called the “strong independence as- 
sumption,” has provoked the most vigorous attack and defense. So far 
no really damaging criticism has been seen. It takes its name from the 
implication that whatever may be the entity, C, it has no effect on the 
ranking of the uncertain prospects comprised of A or C and B or C. 
This kind of independence has nothing whatever to do with independ- 
ence or complementarity among groups of commodities. Here one does 
not receive both A and C, or B and C. He gets either A or C in one 
uncertain prospect, or he gets either B or C in the other. Even if A and 
C were complements and B and C were substitutes, the ordering would 
not be affected—this is what the postulate asserts, 

Axiom (3) is inconsistent with a situation in which the utility of the 
act of winning itself depends upon the probability of winning, or more 
generally if probability itself has utility. For example, at Christmas 
time, one does not want to know what gift his wife is going to give him; 
he prefers ignorance to any hints or certainty as to what his gift will 
be. This is a type of love for gambling. Conversely, one may be in- 
different to whether he gets roast beef or ham for dinner, but he does 
want to know which it will be purely for the sake of knowing, not be- 
cause it will affect any prior or subsequent choices. 

Axiom (4) is inconsistent with a concern or difference in feeling 
about different ways of determining which entity in an uncertain pros- 
pect is actually received even though the various systems'all have the 
same probability. For example, suppose an uncertain prospect had a 
probability of .25 for one of the entities. It should make no difference 
whether the probability is based on the toss of two successive coins 
with heads required on both, or whether it is based on the draw of one 
white ball from an urn containing one white and three black. But 
consider the case of the slot machine. Why are there three wheels with 
many items on each wheel? Why not one big wheel, and why are the . 
spinning wheels in sight? One could instead have a machine with 
covered wheels. Simply insert a coin, pull the handle and then wait and 
see what comes out of the machine. Does seeing the wheels go around 
or seeing how close one came to nearly winning affect the desirability? 
If observation or knowledge of the number of steps through which the 
mechanism must pass before reaching the final decision makes any 
difference, even if the fundamental probability is not subjectively or 
objectively affected, then axiom (4)i is denied. 

Implied in the stated axioms is a method for assigning numerical 


™ See the literature listed in footnote 6. s 
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utility values to the various component entities. The method is per- 
haps explained best by an illustration of the method-using the entities 
of Table I. Take one entity, A, and one other, say B, as the twq base 
entities. Between these two entities you choose B as preferable to A. 

Now I arbitrarily assign (i.e., choose any numbers I wish so long as 
the number for B exceeds that for A) the number 2 to B and some 
smaller number, say 1, to A. You then consider entity C, which you 

assert you prefer to A and to B. The next step is rather involved; 

I now form an uncertain prospect consisting of C and A. You are now 
offered a choice between B, a sure prospect, and the uncertain pros- 
pect comprised of “A or C", where you get A or C depending upon the 
outcome of a random draw in which the probability of A is' f, other- 
wise you get C. 

You are asked to, and you do, select a value of p which when con- 
tained in the uncertain prospect leaves you indifferent between B and 
the uncertain prospect, “A or C"? If p were set at nearly zero, you 
would choose the uncertain prospect, since C- is assumed here to be 
preferred to A; choosing the uncertain prospect would mean that you 
would almost surely get C. The converse would be the outcome if f 
were set at nearly 1. Therefore, some place in between there is a value 
of p which would leave you indifferent between B and the uncertain 
prospect of “A or C." After you indicate that value of p, I assign to 
the uncertain prospect the same number, 2, I did to B since they are 
equally preferred by you. 

Now we may determine a number for C by the following procedure. 
Treat the probability ?, and its complement 1-?, as weights to be as- 
signed to the numbers for A and C such that the weighted sum is equal 
to the number 2, which has been assigned to the uficertain prospect. 
If, for example, you were indifferent when p was equal to .6, then we 
have the following definitional equation, where we let U(A) stand for 
the number assigned to A, U(B) for-the number assigned to B, mg 
U(C) for the number assigned to C: 


pow Mo (1-2) : U(C) 

— Pp d 

. DU ee shee = D(C) = 3.5. 
(1-p) 

Using this convenient formula we can assign numbers to the entities 


D, E, F by appropriately forming umcertain prospects and letting you 
determine that value of ? which produced indifference. These revealed 


*. - 
“it is important to notice that the sure prospect must nót be preferred to both of the 
components of the uncertain prospects, | for in that event no probability value would 
induce indifference. 
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numbers will completely order the entities. Ii E has a larger number 
than G, E will be preferred over G. This assignment of numerical value 
is made without ever comparing E and G directly. Each has been com- 
pared with a base entity. A brief pause to reflect will reveal that in 
this paragraph we have been specifying a convenient method for 
manipulating, or combining the "utilities" or "choice indicator num- 
bers" as well as specifying a process of attaching numbers (utilities) 
to the entities. 

It happens that if we insist on using the simple formula above, 
rather than some more complicated one, the numerical magnitudes 
assigned by this process are unique up to a linear transformation. For 
example, suppose that by our process of assigning numbers we obtained 
the set of numbers in column 3 of Table I for entities A to J. Now, in- 
stead of assigning 7 and 6 to B and A, had we decided in the first place 
to assign a value of 7 to entity B and a value of 5 to entity A, we could 
have obtained instead the sequence in column 7. Column 7 is a linear 
transformation of column 3. In other words, we may arbitrarily, at 
our complete discretion, assign numbers to two of the entities; once that 
has been done, our method will determine the remaining unique num- 
bers to be assigned. But all the various se£s of numbers (utilities) that 
could have been obtained, depending upon the two initial numerical 
values, are linear transformations of each other. Thus, our measurement 
process is unique “up to" a linear transformation. 

If the preceding method of assigning numbers does predict correctly 
the choice a person actually makes among uncertain prospects, then 
we have successfully assigned numbers as indicatofs of choice prefer- 
ences. We have successfully measured utility and have done it with 
the convenient computational formula above. Furthermore, every” 
linear transformátion of our predicting numbers, "utilities," would be 
equally valid—or invalid. 

In summary, (1) we have found a way to assign nembers; (2) for 
the way suggested, it so happens that the assigned numbers are unique 
up to linear transformations; (3) the nümbers are convenient to 
manipulate. All this was implicit i in our set of postulates. Before asking 
whether the numbers predict actual behavior, we shall discuss some 
side Issues. 


Diminishing or Increasing Marginal Utility 


Recalling our earlier exposition of the mathematical properties of 
linear transformations, we see that in all of the columns (except 2 and 
9 which are not linear transformations of the others) the pattern of 
increments between the numbers assigned to-entities is similar. For 
example, between pair H and I on scale 7 the increment is 4 and be- 

e 
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tween pair I and J it is 2. Moving from H through I to J we have a 
diminishing increment in the numerical magnitudes assigned. In more, ` 
familiar terminology we Lave diminishing marginal utility among H, 

T and J.* Similarly, all the linear transforms of scale 7 will retajn this 

diminishing marginal utility over the range of entities H, I and J. And 

the suggested way of assigning numbers to the component entities as- 

signs numbers (utilities) which are equivalent up to a linear trans- 

formation; that is, any one of the linear transformations will be just 

as good—for our purposes—as any other of them. By implication we 

can determine whether there is diminishing or increasing marginal. 
utility. 


Maximization of Expected Utility 


By this method of assigning utilities we have ordered all the entities. 
However, our purpose was more than this; otherwise the uniqueness 
of the numbers up to a linear transformation would have been an un- 
necessary restriction. As we know, any monotonic transformation would 
leave order unaffected. The linear transformation restriction is im- 
posed by our desire to predict choices among uncertain prospects from 
the utilities and probabilities of the component entities and to do it in 
a convenient form, viz., according to maximization of expected utility.** 

Implied in our set of postulates is not only the preceding method of 
assigning numbers for utilities but also (in fact the two are merely two 
aspects of the same implication) a method for combining the utilities 
of the component entities into a utility number for the uncertain 
prospect. . $ 

This method is based on the implication that a persoñ who behaves 
according to the axioms will choose among uncertain prospects ac- 
cording to expected utility. 2xpected utility is merely the sum of the 
weighted utilities of the components of the uncertain prospects where 
the weights are the probabilities associated with each component. In 
symbolic form. . * 

U(A or B, p) = p U(A) + (1-5) U(B) 
where the expression U(A or B, p) denotes the utility of the uncertain 
prospect of entities A and B in which A will be received with proba- 
bility ?, and B otherwise. For example, we could from any one of our 
measures in Table I (except columns 2 and 9) predict what one would 
do when faced with the following choice: he is presented first with an 

3 More strictly we should also have some stale for measuring the amount of H, I and 


J, either in weight or volume, etc. While the process for assigning these scales also is a 
complex one, we may pass over it in order to concentrate upon the “utility” measure. 


# Tt is not dictated by any nostalgia for diminishing margirfl utility. 
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uncertain prospect containing entities B and C. If he chooses this 
prospect, his probability of getting B is one-half; otherwise, he will get 
C. The other uncertain prospect which he is offered contains entities . 
A antl E, and if hé chooses this prospect his probability of getting F 
is one-fourth—otherwise, he gets A. Our individual] will choose the first 
prospect, no matter which of our acceptable measures we use. We ob- 
tain this prediction by multiplying (weighting) the “utility” measures 
of each entity in each prospect by the probability of that entity. If we 
use the utility measure of column 8, we have for the first prospect 
(% X 14) + (% X 10) = 12, and for the second prospect, (34 X 6) 
+ (34 X 22) = 10. The first prospect has the larger expected “utility” 
and will be chosen.” How can we justify this procedure of adding the 
products of probabilities and “measures of utilities" of entities in an 
uncertain prospect and calling the result “the utility" of the uncertain 
prospect? The axioms of human behavior on which it is based are those 
which earlier gave us the procedure for “measuring utility" up to a 
linear transformation. 

Another way to express this implication that a rational person 
chooses among uncertain prospects so as to maximize expected utility is 
in terms of the implied shapes of indifference curves in the plane of 
probabilities of the various components of the uncertain prospects. 

Suppose that I am indifferent between receiving a watch and re- 
ceiving $30.00. In Figure 1a, the horizontal scale measures the proba- - 
bility with which I will get $30.00 and the vertical axis measures the 
probability with which I will get the watch. The origin represents the 
point at which I am sure to get nothing. The point W ort the vertical 
axis presents the situation jn which I am sure to get the watch and not 
get the $30.00. The point M on the horizontal axis represents the situa- 
tion in which I am sure to get the money and am sure not to get the 
watch. A straight line drawn from W to M represents all the various 
uncertain prospects in which I might get the watch or "I might get the 
money, where the probabilities are given by the horizontal distance for 

'51f column 9 had been used, the chooser would have been declared indifferent, i.e., 
the two combinations have equal utility. This is inconsistent with the utility value 
and predictions derived from the measures in the other columns. 

*Tf our task is merely to order choice among the uncertain prospects, we could, after 
obtaining the expected utility of the prospect, obviously perform any monotonic trgns- 
formation on it without upsetting the order of choices among the uncertain prospects. 
However, there seems little point in doing so, and there is good reason not to do so. In 
particular one might wish to predict choices among groups of uncertain prospects where, 
in each group of prospects, the entities are themselves uncertain prospects. This combina- 
tion of several uncertain prospects into one resultant uncertain prospect is a consistent 
operation under the preceding postulates, and the utility. measures attached to it will 


have an implied validity ifethe utility measures attached’ to the component prospects, 


derived in the manner indicated earlier, are valid. 
e. 
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the monéy and the vertical distance for the watch. Thus, the point P 
‘represents the prospect in which I will get the watch with probability 
24 or otherwise the money (with probability 14.). The preceding axioms 
imply that this straight line is an indifference line or utility isoquant. 
In other words, the utility isoquant is a séraight line in the space of 
probabilities, in this case a straight line from one sure prospect (the . 
watch with certainty) to the other equally sure prospect (the Sup. 00 
with certainty). 

The straight line utility isoquants need not go from sure nii to 
sure prospect, as can be seen from a second example. Suppose that I am 


Probability Probability 
of getting a of getting a 
Watch Typewriter 
1,00 M - 1.00 
6 E T 
5 5 
M 
[e Y o 
(9) .4 .5 1.00 0 5 1,00 
. Probabiljty of getting $ 30 Probability of getting $30 
S J 
i Fic, la Fic. 1b * 


indifferent between receiving $30.00 with certainty (sure prospect of 
$30.00) and the uncertain prospect in which I will get a particular type- 
writer with probability .6 and nothing with probability .4. In Figure 
1b, this latter uncertain prospect is T on the vertical axis. Since I am 
indifferent between this uncertain prospect T and the $30.00 with cer- - 
tainty (point M) a straight line, TM, is a utility isoquant, and all 
prospects represented by the points on that line aré indifferent to me— 
have the same utility. In summary, in any such figure, a straight line 
thfough any two equally preferred prospects will also contain all pros- 
pects (certain and uncertain) that are equally preferred to the first 
two. This can be generalized into three and more dimensions in which 
case the straight line becomes a plane surface in three or more dimen- 
sions. 

The additivity of the simple weighted (by probabilities of the com- 
ponents of the entities) "utilities" enables us to call this composite 
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utility function a linear utility function. This means that the measure, 


of “utility” of uncertain prospects (in a probability sense) of entities is 


` the sum of the “expectation” of the “utilities” of the component enti- 


ties; it does not mean that our numerical numbers (measuring utility) 
assigned to the entities are linear functions of the physical amounts 
(e.g., weights or counts) of the magnitude entities, Here linearity means 
that the utility of the uncertain prospects is a linear function of the 
utility of the component entities; incidentally the utility function is 


also a linear function of the probabilities of the entities. 


IV. Validity of Measurement. — 


Has anyone ever succeeded in assigning numbers in this way ind 
did the sequence based on past observations predict accurately the 
preferences revealed by an actual choice among new and genuinely 
available prospects? The only test of the validity of this whole pro- 
cedure, of which the author is aware, was performed by Mosteller and 
Nogee.”” 

The essence of the Mosteller-Nogee experiment was to subject ap- 
proximately 20 Harvard students and National Guardsmen to the type 
of choices (indicated above on pages 37-39 required to obtain a 
utility measure for different entities. In the experiment, the entities 
were small amounts of money, so that what was being sought was a 


numerical value of utility to be attached to different amounts of 


money. After obtaining for each individual a utility measure for vari- 
ous amounts of money, Mosteller and Nogee predicted how each. in- 
dividual would choose among a set of uncertain prospects, where the. 
entities were amounts of money with associated probabilities. Although 
some predictions were incorrect, a sufficiently large majority of correct 
predictions led Mosteller and Nogee to conclude that the subjects did 
choose among uncertain prospects on the basis of the qtilities of the 
amounts of money involved and the probabilities associated with each, 


: £e., according to maximized expected utility. Perhaps the most impor- 


tant lesson of the experiment was the extreme difficulty of making a 
really good test of the validity of the implications of the axioms about 
behavior. 

Whether this process will predict choice in any other situation is 
still unverified. But we can expect it to fail where there are pleasures 
of gambling and risk-taking, possibly a large class of situations. Pleas- 
ures of gambling refers not to the advantages that incur from the possi- 


. bility of receiving large gains, but rather to the pleasure of the act of 


gambling or act of taking on extra risk itself. There may be an 


"F, Mosteller and P. Nogee, “An Experimental Measurement of Utility,” Jour. Pol. 
Econ. (Oct. 1951), LIX, 371-404, 
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exhilaration accompanying sheer chance-taking or winning per se as 
distinct from the utility of the amount won. Even worse, the prefer- 
ence pattern may change with experience. 


V. Utility of Income 


We can conclude our general exposition with the observation that 
although the preceding discussion has referred to "entities" we could 
have always been thinking of different amounts of income or wealth. 
The reason we did not was that we wanted to emphasize the generality 
of the choice problem and to emphasize that utility measures are essen- 
tially nothing but choice indicators. However, it is useful to consider 
the utility of income. How do the numerical values (utilities) assigned 
by the preceding method vary as income varies? Now this apparently 
sensible question is ambiguous, even after our preceding discussion 
which we presume to have eliminated confusion about the meaning of 
“measurability of utility.” For the question still remains as to whether 
the utility measure assumes (1) a utility curve that stays put and 
along which one can move up and down as income varies; or, (2) a 
utility curve whose shape is definable only on the basis of the current 
income as a reference point for change in levels of income. The former 
interpretation emphasizes dependence of utility on levels of income, 
while the latter emphasizes the dependence of utility on the changes in, 
income around one’s present position. 

The most common type of utility curve has been one whose shape 
and: position is independent of the particular income actually being 
realized atthe time the curve of utility of income is canstructed. For 
example, Friedman and Savage draw a utility curve dependent pri- 
marily upon levels of income rather than upon changes in income, and 
it is presumed that individuals choose as if they were moving along that 
curve.^ The generic shape of the curve postulated by Friedman and 
Savage is shown in, Figure 2.'? This shape is supposed to explain the 
presence of both gambling and insurance. How does it do this? 

Reference back to our method of predicting choices among un- 
certain prospects reminds us that choices will be made so as to maxi- 
mize expected utility. A graphic interpretation is very simple. In 
Figure 2, let the income position now existing be A; let the individual 
be faced with a choice of staying where he is, or of choosing the un- 
certain prospect of moving to income position B with probability .999 
or of moving to income position C. with probability .001. Position A 
represents paying fire insurance, while positions C and B form the 
uncertain prospect where C is the position if a fire occurs with no 
insurance and B-is the position if no fire occurs with no insurance. 


% Op. cit. ni 


2 The utility curve is unique up to a linear transformation. 
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Will he choose the uncertain prospect or the sure position A? The 
basis for the choice as implied in our postulates can' be described 
graphically as follows: From point B' draw a straight line to point C’. 
This straight line gives the expected utility of all uncertain prospects 
of the incomes B and C as the probability attached to C varies from 
zero to one. The point on this straight line yielding the expected utility 
of our uncertain prospect can be found by computing the expected 
income, D; and then rising vertically to point D' on the straight line 


Utility 





C E G ADB M LÀ . 
. Income á ° 


Pic. 2 


B’C’. The ordinate DD’ is the expected utility of the uncertain pros- 
pect. If the length of DD’ is less than AA’, as it is in our example, 
where AA’ denotes the utility of the income after taking insurance, 
then the person will choose the insurance and conversely. l 

It is apparent that if the utility curve were always convex as in the 
first and last part of the curve in Figure 2, a person would never 
choose an uncertain prospect whose expected income was no greater 
than the insured income position. And if the curve were concave, a 
person would always choose the uncertain prospect where the expected 
income was at least equal to the present insured position. 

If the curve has the shape postulated by Friedman and Savage, it 
is possible to explain why a person will take out insurance and will at 
the same time engage in a gamble. To see howe the latter is possible, 
suppose a person were at position A. At the same time that he might be 
willing to take out insurance he may also be wflling to gamble by 
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choosing an uncertain prospect of ending up at E or F, despite its lower 
expected income at'G, because the expected utility GG’ of the un- 
certain prospect is larger than-the utility AA’ of position A. Friedman 
and Savage tentatively attempt to lend some plausibility to this shape 
of utility curve by conjuring that economic society may be divisible 
into two general income level classes, the lower one being charac- 
terized by the first convex part of the curve and the higher one by the 
upper convex section. An intermediate group is in the concave section. 

H. Markowitz has pointed out certain unusual implications of the 
Friedman-Savage hypothesis.*° A person at the point M would take a 
fair bet with a chance to get to F. This seems unlikely to be verified by 
actual behavior. Secondly, if a person is at a position a little below F, 
he will not want insurance against small probabilities of large losses. 
Further, any: person with income greater than F will never engage in . 
any fair bet. But wealthy people do gamble. Is it solely the love of 
risk taking? To overcome these objections, Markowitz postulates that 
utility is related to changes in the level of income and that “the utility 
function has three inflection points. The middle one is at the person's 
“customary” income level, which except in cases of recent windfall 
‘gains and losses is the present income. The income interval between the 
inflection points is a nondecreasing function of income. The curve is 
monotonically increasing but bounded; it is at first concave, then con- 
vex, then concave, and finally convex. 

Markowitz’ s hypothesis is consistent with the existence of both “fair” 
(or slightly "unfair") insurance and lotteries. The same individual 
will both insure and gamble. The hypothesis implies the same behavior 
whether one is poor or rich. 

Markowitz recognizes that until an unambiguous procedure is dis- 
covered for determining when and to what extent current income 
deviates from, customary income, the hypothesis will remain essentially 
nonverifiable because it is not capable of denying any observed be- 
havior. The Markowitz hypothesis reveals perhaps more forcefully 
than the Friedman-Savage hypothesis, that utility has no meaning as 
an indicator of a level of utility. Utility has meaning only for changes 
in situations. Thus while I might choose to receive an incredse in in- 
come rather than no increase, there is no implication that after I 
have received it for a while I remain on a higher utility base—however 
interpreted—than formerly. It may be the getting or losing, the rising 
or the falling that counts rather than the actual realized position. In 
any event Markowitz's hypothesis contains no implications about any- 
thing other than changes in income. 

Our survey is now completed. We started’ with developments after 


? H. Markowitz, “The Utility of Wealth,” Jour. Pol. Econ. (April 1952), LX, 151-58. 
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the Slutsky, Hicks, Allen utility position in which utility is measured 
up to monotone transformations only. This meant exactly no more 
and no less than that utility is ordinal. In other words, the numerical 
size-ef the increments in the numbers in any one measure (column of 
numbers in Table I) is without meaning. Only their signs have sig- 
nificance. Utility translation: marginal utility has meaning only in 
being positive or negative, but the numerical value is meaningless, i.e., 
diminishing or incréasing marginal utility is completely arbitrary since ` 
one can get either by using the appropriate column.” 

- The first postwar development was the Neumann and Motzeristert 
axioms which implied measurable utility up to a linear transformation, 
thus reintroducing diminishing or increasing marginal utility," and 
which also implied a hypothesis or maxim about rational behavior. This 
was followed by the Friedman and Savage article and Marschak’s 
paper. These papers are essentially identical in their postulates and 
propositions although the presentation and exposition are so different 

‘that each contributes to an understanding of the other. The Friedman 
and Savage paper however contains an added element: they attempt to 
prophesy the shape of the curve of utility of income that would be most 
commonly revealed by this measurement process. Mosteller and Nogee 
then made a unique contribution in really trying to verify the validity 
and applicability of the postulates. Most recently, Markowitz criticized . 
the Friedman and Savage conjecture about the shape of utility of in- 
come curve, with his own conjecture about its dependence upon in- 
come changes. And that is about where matters stand now. 

A moral of our survey is that to say simply that something is, or is 
not, measurable is to say nothing. The relevant problems are: (1) can 
numerical values be associated with entities and then be combined 
according to some rules so as to predict choices in stipulated types 
of situations, and (2) what are the transformations that can be made 
upon the initially assigned set of numerical values without losing their 
predictive powers (validity)? As we have seen, the currently proposed 
axioms imply measurability up to a linear transformation, Choices 
among uncertain prospects are predicted by a simple probability- 
weighted sum of the utilities assigned to the components of the un- 
certain prospect, specifically from the “expected utility.” 

And now to provide emotional zest to the reader’s intellectual 
activity the following test is offered. Imagine that today is your birth- 


“Yt is a simple task—here left to the’reader—to find current textbooks and articles— 
which will be left unnamed—stating that the indifference curve analysis dispenses with 
the concept of utility or marginal utility. Actually it dispenses only with diminishing or 
increasing marginal utility. e 

a Tncidentally, the Theory of Games of Neumann and Morgenstern is complies inde- 
ü of their utility ti 
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day; a friend presents you with a choice among three lotteries. Lottery 
A consists of a barrel of 2000 tickets of which 2 are marked $1000 
and the rest are blanks. Lottery B consists of another barrel of 2000 
tickets of which 20 are marked $100 and the rest are blanks. Lettery 
C consists of a barrel of 2000 tickets of which 1 is marked $1000 and 
10 are marked $100. From the chosen barrel one ticket will be drawn 
at random and you will win the amount printed on the ticket. Which 
barrel would you choose? Remember there is no cost to you, this is a 
free gift opportunity. In barrel A the win of $1000 has probability 
.001 and the probability of getting nothing is .999; in barrel B the 
probability of winning $100 is .01 and getting nothing has probability 
.99; in barrel C $1000 has probability .0005, $100 has probability 
.005 and winning nothing has probability .9945. For each barrel the 
mathematical expectation is $1.00. The reader is urged to seriously 
consider and to make a choice. Only after making his choice should 


he read the footnote.” 
' Conclusion 


1. Some readers may be jumping to the conclusion that we really 
can use diminishing or increasing marginal utility and that the “in- 
difference curve” or “utility isoquant” technique has been superfluous 
after ‘all. This is a dangerous conclusion. The “indifference curve" 
technique is more general in not requiring measurability of utility up to 
`a linear transformation. But its greatest virtue is that unlike the earlier 
“partial” analysis of demand of a single commodity the indifference 
curve analysis by using an extra dimension facilitates intercommodity 


? Only the reader who chose C should continue, for his choice has fevealed irration- 
ality or denial of the axioms. This can be shown easily« He states he prefers C to A and 
to B. First, suppose he is indifferent between A and B; he doesn't cgre whether his friend 
chooses to give him A or B just so long as he gets one or the other. Nor does he care 
how his friend decides which to give. In particular if his friend tosses a coin and gives 
A if heads come ug, otherwise B, he is still indifferent. This being so, a 50-50 chance 
to get A or B is equivalent to C, as one can see by realizing that C is really equivalent to 
a .5 probability of getting A and a .5 probability of getting B. Thus if A and B are indifferent 
there is no reason for choosing C. 

Second, the reader choosing C may have preferred A over B. We proceed as follows. 
Increase the prize in B until our new B, call it B’, is now indifferent with A. Form the 
uncertain prospect of A and B’ with probability of .5 for A. This is better than C since C is 
nothing but an uncertain prospect composed of A and the old B, with probability of .5 
for,A. Where does this leave us? This says that the new uncertain prospect must be pre- 
ferred to C. But since the new uncertain prospect is composed of .5 probability for A 
and .5 for B', the chooser of C must be indifferent between the uncertain prospect and A. 
(In axiom 3 let A and B be indifferent, and let C be identically the same thing as A. In 
other words, if the two entities in the uncertafn prospect are equally preferred, then the 
uncertain prospect is indifferent to one of ihe entities with certainty.) The upshot is that 
A is just as desired as the new uncertain prospect which is better than C. Thus A is pre- 
ferred to C, but the chooser $f C denied this. Why? Eitherehe understood and accepted 
the axioms and was irrational in making a snap judgment, or else he really did not 
accept the axioms. He may now privately choose his own escape. This example is due 


to Harry Markowitz. 
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analyses—the heart of price analyses. But does the more “precise” type 
of measurement give us more than the ordinal measurement gives? Yes. 

As we have seen, measurability “up to a linear transform” both implies 
and i$ implied by the possibility of predicting choices among uncer- 
tain prospects, the universal situation. 

2. Nothing in the rehabilitation of measurable utility—or de 
indicating numbers—enables us to predict choices among groups of 
sure prospects. The “utility” of a group of sure prospects is not de- 
pendent on only the utility (assigned number) of the entities in the 
combination. It is dependent upon the particular combination of enti- 
ties; i.e., we do not postulate that the utility of one sure element in a 
group of sure things is independent of what other entities are included. 
We think it obviously would not lead to valid predictions of actual 
choices. Therefore, it must be realized that nothing said so far means 
that we could measure the total utility of a market basket of different 
entities by merely adding up the utilities of the individual component 
entities. No method for aggregating the utilities of the component 
entities for this purpose has been found; therefore, for this purpose 
we have to say that utility is not measurable. 

3. Is the present discussion more appropriate for a journal in psy- 
chology or sociology? If economists analyze the behavior of a system of 
interacting individuals operating in field of action—called the economic 
sphere—by building up properties of the system from the behavior 
aspects of the individuals composing the system, then the economists 
must have some rationale of behavior applicable to the individuals, An 
alternative approach is to consider the whole system of individuals and 
detect predictable properties of the system. The classic example of this 
distinction is in physics. One approach postulates certain laws describ- 
ing the behavior of individual molecules, or atom particles, while the 
other starts with laws describing the observable phenomena of masses 
of molecules. Apparently, most economists have relied upon the former 
approach, the building up from individuals—sometimes referred to as 
the aggregation of micro-economic analysis into macro-economic anal- 
ysis. On the other hand, those who are skeptical of our ability to build 
from individual behavior find their haven in postulates describing mass 
behavior. The current utility analyses aid the former approach. 

4. The expression “utility” is common in welfare theory. For demand 
theory and the theory of prediction of choices made by individuals, 
measurability of the quantity (called “utility”) permits us to make 
verifiable statements about individual behavior, but there is as yet no 
such happy development in welfare theory. “Measurability up to a 
linear transformation" does not provide any theorems for welfare 
theory beyond those derivable from ordinality. I mention this in order 
to forestall temptations to assume the contrary. The social welfare 
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function as synthesized by Hicks and Scitovsky, for example, does not 
require the “utility” (choice-ordering numbers) of each individual to 
be measurable up to a linear transformation. It is sufficient that the 
individual’s utility be measurable up to a monotone transformation— 
or, in. other words, that it have merely ,ordinal properties. Ordinal 
utility i is adequate i in this case bécause orderings are made of positions 
or states in which, as between the two states compared, everyone is - 
better off in one state than in the other. The welfare function does not 
enable a ranking of two states in one of which some people are worse 
off.** This would require an entirely different kind of measure of utility 
for each person because of the necessity of making interpersonal aggre- 
gations of utilities. As yet no one has proposed a social welfare function 
acceptable for this purpose, nor has anyone discovered how, even in 
principle, to measure utility beyond the linear transformation. Even 
more important, the various elements in the concept of welfare (as 
distinct from utility) have not been adequately specified. In effect the 
utility whose measurement is discussed in this paper has literally noth- 
ing to do with individual, social or group welfare, whatever the latter 
may be supposed to mean. 

5. A brief obiter dictum on interpersonal utility comparisons may 
be appropriate. Sometimes it is said that interpersonal utility compari- 
sons are possible since we are constantly declaring that individual A is 
better off than individual B. For example, “a rich man is better off than 
a poor man." But is this really an interpersonal utility comparison? Is 
it not rather a stgtement by the declarer that he would prefer to be 
in the rich man's position rather than in the poor man's? It does not 
say that the rich man is happier or has more “utility” than the poor 
man. Even if the rich man has a perpetual smile and declares himself 
to be truly happy and the poor man admits he is sorrowful, how do we 
know that the rich man is happier than the poor man, even though both 
men prefer being richer to being poorer? If I were able to experience 
the totality of the poor man’s situation and the rich man’s, and pre- 

, ferred the rich man’s, it would not constitute an interpersonal com- 
parison; rather it would be an intrapersonal, intersituation comparison. 

It is hoped that the reader now has at his command enough famili- 
arity with the meanings of measurability to be able to interpret and 
evaluate the blossoming literature on utility and welfare, and that this 
exposition has made it clear that welfare analysis gains nothing from 
the current utility analysis, and conversely. 

* Absolutely nothing is implied about taxation. For example, justification of progres- 
sive income taxation by means of utility analysis remains impossible. The best demon- 


stration of this is still E. D. Fagan, “Recent and Contempbrary Theories of Progressive ` 
Taxation," Jour. Pol. Econ. (Aug. 1938), XLVI, 457-98. 


DUTY AND NON-DUTY IMPORTS AND 
INCOME DISTRIBUTION 


By AntHony Y. C. Koo* 


The gains from international trade have long been of theoretical in- 
terest to economists. John Stuart Mill, “for the sake of simplicity," re- 
stricted his consideration of trade to two countries and two commodi- 
ties. Alfred Marshall, in an elaboration of Mill’s analysis, spoke of £’s 
(England’s) and G’s (Germany’s) goods as mutually exclusive categories 
of commodities conceptually gathered into “representative bales,” the 
one traded against the other. For the purpose of exposition, Marshall 
designed the elegant and well-known reciprocal demand curves. Al- 
though F. D. Graham extended the analysis beyond the classical two- 
country-two-commodity case,! and thus rendered the two-dimensional 
Marshallian reciprocal demand curves inapplicable to his more than 
two-country-two-commodity cases, the Marshallian curves have con- 
tinued to be used even in the most recent contributions in the field of 
tariff theory. Tariffs are assumed to be levied on the bales (which 
means. on all types of imports) at a uniform rate, and little attention 
has as yet been paid to the more common and realistic mixed cases of 
duty and nonduty imports. This naturally raises the question of whether 
modifications of the existing theory of the effects of tariffs on income 
distribution are required if there are simultaneously both duty and non- 
duty imports. 

Since the theory, of duty and nonduty imports and income distribu- 
tion which the writer attempts to present in this paper is a broadening 
of the results which Stolper and Samuelson* reached on the basis of the 
analysis of Heckscher and Ohlin? and which were later synthesized by 
Metzler,* it may be desirable to present a brief summary of the principal 

* The author is assistant professor of economics at Michigan State College. He expresses 


indebtedness to Professors L. A. Metzler, L. S. Ritter, P. A. Samuelson, V. E. Smith and 
W. F. Stolper for comments on an earlier draft of this paper. 

1F. D. Graham, The Theory of International Values (Princeton, 1948); “The Theory of 
International Values Re-examined," Readings in the Theory of International Trade, H. S. 
Ellis and L. A. Metzler, ed. (Philadelphia, 1949), pp. 301-30. 

? W. F. Stolper and P. A. Samuelson, “Production and Real Wages,” Readings im the 
Theory of International Trade, pp. 333-57. 

* E. F. Heckscher, “The Influence of Foreign Trade on the Distribution of Income,” 
Readings in the Theory of International Trade, pp. 272-300; B. Ohlin, International and Tnler- 
regional Trade (Cambridge, Mass., 1933). 

1 L. A. Metzler, “Tariffs, the Weis of Trade and the Distribution of Income,” Jour. Pol. 
Econ. (Feb., 1949), LVII, 1-29. 
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contributions to a subject which has not been developed until compara- 
tively recent times. 
I 

The classical contribution with respect to.the gains from interna- 
tional trade concerns the way in which the gains are divided among 
countries when each country is considered as a unit. Both the classical 
theory and its neoclassical refinements neglect to explore how the gains 
of real income from trade within each country are divided among the 
various factors of production.’ The influence of international trade upon 
the distribution of national income did not receive much attention prior 
to Heckscher and Ohlin. 

Heckscher began his discussion, as did the classical economists, by: 
stating that trade between countries could be explained by the law of 
comparative costs. Unlike the classical economists, Heckscher empha- 
sized that comparative costs differ between countries because the rela- 
tive degree of scarcity of some factors of production differs between 
countries and because different commodities require varying propor- 
tions of the factors of production. Let us consider, for example, two coun- 

‘tries, E and G. E has a large amount of land per worker as compared 
with G. Since it is to E's advantage to use land to the point where its. 
marginal product is relatively small, the ratio of rent to wage rates will 
then be lower in E than in G. Let us consider the comparative costs in 

. E and G of producing two commodities, say, wheat and textiles. Since 
‘wheat requires a larger amount of land per worker than textiles do, E 
will have a comparative advantage in wheat while G will have a com- 
parative advantage in textiles. E will then export wheat, and G, where 
rents are comparatively high and wages low, will export textiles. The 
exchange of goods will increase in each country the demand for factors 
of production in the export industry and reduce demand in those indus- 
tries competing with imports; but, as Heckscher pointed out, the pro- 

portions in which »factors oi production are required in the export 
industry are not exactly the same as the proportions in which they are 
released by the industries competing with imports. In the present exam- 
ple, the shift of resources from textiles (the industry competing with 
imports) to wheat (the export industry) in E creates a relative scarcity 
of land in E, which before trade had a comparatively abundant supply. 
After trade, rent per unit of land rises in E relative to wages per unit 
of labor. An analogous argument could be presented to show that in G, 


5 In the English controversy over the corn laws, the question of income distribution was 
discussed. But the results of the controversy did not leave any permanent influence on the 
theory of international trade and, in this respect, were inconclusive. See C. F. Bastable, 
The Theory of dcc Trade (London, 1903), Ch. 6, as pointed out by Metzler, ibid., 


p. 2. 
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which initially had a comparatively large supply of labor in relation to 
land before trade, there will be an increase of wage rates relative to 
rents after trade. Since international trade has a tendency to equalize 


relative and absolute factor returns among different countries, the own- 


ers of the relatively scarce factors of production would be interested in 
reducing the volume of trade to the extent that their losses as producers 
outweigh théir gains from cheap imports, so that they can keep the 
relative scarcity which might otherwise be reduced by competition from 
abroad through trade.’ 

The clarification of this point constitutes the contribution of Stolper 
and Samuelson.” They showed that a country’s scarce factor can be 
benefited by tariffs even though the national income may thereby be 
diminished. Their conclusion, however, was based on two main assump- 
tions. The first is that there is only one import product, or that all im- 
port goods are measured in one common unit, and therefore a tariff 
could only cause factors of production to be shifted from the export 
industry to the industry competing with imports; and, according to the 
analysis of Heckscher and Ohlin, the export industry will be that which 
requires a comparatively small amount of the relatively scarce factor, 
and the industry competing with imports will be that which requires 
a large proportion of the scarce factor compared to other factors. The 
shift of resources brought about by the tariff leads to a net increment 
of demand over supply for the scarce factor and an excess supply of the 
other relatively abundant factors. Accordingly, the abundant factors 
can be absorbed only if the ratio of the scarce factor to the abundant 
factor is reduced. For this to occur, the marginal product of the scarce 
factor must inerease in all industries. 

The second assumption is that a country's external terms of trade are 
unaffected by the-tariff. The tariff, in their argument, interferes with 
the allocation of resources without any offsetting favorable movement 
in the terms of trade. 

The drawback of the Stolper-Samuelson paper, in making no allow- 
ances for changes in the terms of trade, was first pointed out by Metz- 
ler. “It is a curious fact that, just as the classical discussion of the terms 
of trade had neglected or left unsolved the related problem of the dis- 
tribution of income, so the more recent contributions to the study of 


© For a discussion whether international trade would achieve a complete or only a partial 
equalization of the relative and absolute factor returns in different countries, see P. A. Samuel- 
son, “International Trade and Equalization of Factor Prices," Econ. Jour., June 1948, LVII, . 
163-86; "International Factor-price Equalitation Once Again," ibid., June 1949, LIX, 
181-97. S. F. James and I. F. Pierce “The Factor Price Equalization Myth," Rev. Econ. 
Siud., 1951-52, XIX (2), 111-20; P. A. Samuelson, “A Comment on Factor Price Equaliza- 
tion, » ibid., pp. 121-22. e 

1 Op. cit., pp. 333-57. 
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income distribution have neglected the complications arising out of 
changes in the terms of trade."5 In view of this, Metzler synthesized 
the two branches of the subject and presented a refined version of the 
theory of tariff and income distribution. While he did away with the 
second restrictive assumption of Stolper and Samuelson, that of allow- 
ing for no change in the terms of trade, he still left untouched the first 
assumption of only one import product, because he carried out his argu- 
' ment by means of Marshallian reciprocal demand schedules. In a foot- 
note, however, he mentioned that in adopting this method he had not 
added anything essentially new to the well-known classical technique. 
His purpose rather was to apply this technique to a problem which was 
seldom discussed and never strongly emphasized in classical literature.? 
Therefore Metzler's revised version of the theory still failed to take into - 
account the more general case where there are duty and nonduty im- 
ports, although he suggested that a re-examination of his conclusions 
should be made for the case in which there are nonduty as well as duty 
imports.” 

Metzler assumes that there are two countries, E and G. Country E 
exporbs b iri exchange for dı from country G.!! In Figure 1, the curves 
e and g represent the reciprocal demand schedules of the two countries, 
respectively, under conditions of free trade. Equilibrium is established 
at the point P, which implies that E imports an amount OT of a;, in 
exchange for OW of b. Suppose country E imposes an ad valorem duty 
of 50 per cent upon imported a;,. Let us neglect for the time being the 
effects of the spending of the proceeds of the tariff by the government 
of E. Thee tariff reduces the demand schedule facing the exporters of 
à3, in G from e to e’. In other words, a;, importers in E will now be will- 
ing to give to the exporters in G only TS units of b for OT units of dw. 
. A money value of SP which citizens of E formerly gave to G would now 
go to the E government as duty. After the tariff, the new equilibrium 
in terms of quantities is at P’, at which point OW’ units of b are ex- 
ported by E and OT’ units of a, are imported. In Figure 1 the tariff 
improves the terms of trade of E. The fraction OT’/OW’ is larger than 
OT/OW. This means that the world price of a:,, exclusive of the tariff, : 
has fallen relative to the world price of 6. Such an improvement of the 
terms of trade is well known through the contributions of the classical 
theorists. In order to show how the tariff has affected the distribution 
of income in E, Metzler pointed out that the tariff must be added to 


8 Op. cit., p. 2. . 

? Op. cit., pp. 6-7. 
10 Op. cit, pp. 21-22. , : 
H J have changed the lettering of the Metzler diagrams aswell as the names of commodities 
` used in the illustration so that they will conform with the usage in Section II below. 
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the world price of a1, measured in terms of E’s export commodity. The 
total outlay of the residents of E for imported a, including their out- 
lay for the tariff is now OW’ in Figure 1 but OW", an amount 50 per 
cent greater than OW’. The domestic ratio of exchange is, therefore, 
OT'/OW". Since OT’/OW” is less than OT/OW in Figure 1, the tariff 
has caused the domestic price of a1, to rise relative to the price of b. 
The factors of production are therefore shifted to the domestic indus- 


b b E 


LM 
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try dre (competing with dı) from b (the export industry). Metzler then 
generalizes as follows: ' 


If the world demand for a country’s exports is elastic amd if we 
neglect the effects of government expenditures on the demand for im- 
ports, (1) a tariff always increases the domestic prices of imports 
relative to the prices of exports; (2) the improvement in the terms of 
trade is not sufficient, in this case, to offset the tariff itself; (3) the 
protected industries become more profitable, relative to, the export 
industries; (4) resources are shifted from the latter to the former; and 
(5) the real returns to the country's scarce factors of production, as 
well as these factors’ share in the national income, are increased. The 
Stolper-Samuelson conclusion is thus valid, eyen when changes in the 
terms of trade are taken into account, as long as the demand for exports 
is elastic.” 


Then Metzler proceeds to the case in which the demand for exports 
is inelastic. In Figure 2, the demand of G for the products of E is as- 
sumed to be inelastic at the equilibrium point P. After the tariff is im- 
posed, the point of balance of trade moves to P’ at which point E gives 
up OW’ units of b in exchange for OT’ units of ax. As in the first case, 
the terms of trade move ih favor of E. In fact, the favorable movement 


2 Op. cit. p. 9. * 
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in the terms of trade of E is now such that the domestic price of ay, 
including the tariff, is lower relative to the price of b than it was before 
the tariff was imposed, as is shown in Figure 2 by the fact that OT'/OW"' 
is greater than OT/OW. Thus when the demand fer a country’s exports 
is inelastic, a tariff on a:, reduces the domestic price of a, relative to 
the price of b and leads to a shift of resources in E from a (the domestic 
industry competing with a:,) to b (the export industry). The scarce 
factors of production and the industries competing with imports under 
this condition actually achieve economic gains from free trade and suf- 
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fer losses under protection. Therefore in this case the Stolper-Samuelson 
conclusions are invalid. E 

Next, Metzler makes it clear that the way in which a government im- 
posing the import duty disposes of the resultant revenue would affect. 
the income distribution. In Figures 1 and 2, it is assumed that no part 
of the tariff proceeds is spent on imported goods. If it were, the recipro- 
cal demand would*not fall by the full amount of the tariff as shown in 
the figures. So Metzler next assumes an extreme case in which customs 
'revenues are used entirely in the purchase of imports. This case is rep- 
resented by Figure 3. As in the earlier diagrams, equilibrium is initially 
at P. A tariff is imposed upon 2, imports into E, but the entire proceeds 
are now assumed to be spent upon ay. The additional demand of the 
government for imports prevents the demand schedule of E for the 
products of G from falling as far as it otherwise would have fallen. In 
Figure 3, the new demand schedule, including the government's de- 
mand for imports, is shown by line e". The private demand schedule 
not including the government's demand is ljne e'.? As in the earlier 


13 For a discussion of the relations between the three demand schedules, e, e’, and e’’ and 
the procedure by which e’’ is to be derived from e and e’, see Metzler, o. cit., pp. 11-12. 
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examples, the tariff improves the terms of trade of country E, which 
means that the price of E's imports, exclusive of the tariff, declines rela- 
tive to that country's exports. OT/OW is greater than OT'/OW'. These 
terms of trade are, however, measured in world prices, and, as before, 
it is the domestic price ratio rather than the world price ratio which 
governs the distribution of income in the duty-imposing country. As 
far as the residents of E are concerned, the domestic ratio of exchange is 
given by the point P". They would purchase OT” units of ai, for which 
they would pay T”S units of b to country G, and an additional SP” 
units of b to their government. Since P” lies to the left of P, it repre- 
sents a higher domestic price of a;,, including the tariff, relative to the 
price of b, than does the point P. The amount.of duty SP”, in the pres- 
ent example, is assumed to be spent entirely.on a;, at the world ratio of 
exchange between b and ai, exclusive of the tariff. The ratio, for pur- 
poses of illustration, was assumed by Metzler to be represented by the 
slope of the line OSP’ (Fig. 3). E's government would get P" P' amount 
of a, and pay SP” in terms of b. 

Consequently, when the proceeds of the tariff are spent entirely on 
imports, as shown in Figure 3, the direct influence of the tariff toward 


` raising the price of a,,in E is more important than the indirect influence 


toward improving that country’s terms of trade. The net effect is an 
increase of the domestic price of a1, including the duty, relative to b, 
even though the foreign demand for the exports of the duty-imposing 
country is inelastic. The tariff, accordingly, leads to a shift of resources 
from the export industry b to ai, (the domestic industry competing with 
tio). Therefore when customs duties are used entirely in thé purchase 
of imports, no modifications are required in the Stopler-Samuelson con- 
clusion. And this wpuld be true regardless of the size of the elasticity of 
demand for the duty-imposing country's exports. i 

In the foregoing discussion Metzler considers two extreme cases in 
which: (1) the demand for E's exports is inelastic and the proceeds of 
the tariff are spent entirely on the export good, with the result that the 
domestic price including the tariff would go down; and (2) the demand 
for E's exports is inelastic and the proceeds of the tariff are spent en- 
lirely for imports, with the result that the domestic price of as, including 
the tariff, would go up. Between these extremes Metzler finds an inter- 
mediate case in which the proceeds are assumed to be divided betweert 
the purchase oi imports and exports respectively. In such case the do- 
mestic price of G, including the tariff, might remain the same as the 
world price.“ In other words, the relative prices actually paid and re- 


M For an exact statement of the conditions under which the fortes effecting domestic prices 
will cancel each other, see L. A. Metzler, “Tariffs, International Demand and Domestic 
Prices,” Jour. Pol. Econ. (Aug. 1949), LVII, 345-51. . 
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ceived by consumers and producers of the two goods b and a; (compet- 
ing with a,,) may be unaltered by the tariff. No shift in resources be- 
tween the two industries would take place and the distribution of in- 
come would be the same as before the tariff was imposed. Metzler's 
result depends upon the balance between two forces working in opposite 
directions. On the one hand, the tariff would cause a direct increase in 
the prices of imports, relative to the prices of exports. On the other 
hand, the tariff reduces the demand for imports, and, unless the coun- 
try imposing the duties is small, this reduction in demand is likely to 
reduce the world prices of such imports relative to the prices of the 
country's exports. If the first of the opposing influences dominates, the 
domestic prices of imports, including the tariff, will go up relative to 
the prices of exports. If the second of the opposing influences dominates, 
the domestic prices of imports, including the tariff, will go down rela- 
tive to the prices of exports. If one just counterbalances the other, the 
domestic prices of imports, including the tariff, will remain unchanged. 
Whether one or the other of these opposing forces will dominate depends 
upon conditions of foreign demand for the duty-imposing country's ex- 
ports, and upon the way in which the tariffs affect the demand for 
imports. 

If the world's demand for exports of the tariff-imposing country is 
elastic or if the tariffs do not reduce the demand for imports at home to | 
any substantial degree, the movement of world prices is likely to be 
negligible. The final effect will therefore be an increase in the domestic 
prices of imports, including the tariffs, relative to the prices of the 
country's exports. But if the world demand for the tariff-imposing 
country's exports is inelastic and if the tariffs reduce the demand for 
imports in the tariff-imposing country tó a considerable extent, the 
fall in world prices of imports, relative to world pricés of exports, may 
be so large that domestic prices of imports are relatively lower than : 
before the tariffs were imposed, even after the tariffs are added to the 
world prices. 5 + 


By way of summary, let us tabulate the effects of tariffs on income ` 
distribution, after taking into account the changes in the terms of trade 
as done by Metzler; then we shall examine the validity of the Stolper- 
Samuelson results as modified by Metzler, with duty as well as nonduty 
imports. 

H 
In order to show the effects of duty and nonduty imports on income 
distribution, let us assume three commodities, a1, dz, and b. 
i Domestic Commodities Export Commodities 
b 


Country E........... * d. 2s . 
Country G........... b 1g log 


15 Thid., p. 345. ° 
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TABLE I.—METZLER’S RESULTS 











A. B. 





World demand for E's | World demand for E's 


Case ` (the duty-imposing (the duty-imposing 














country) exports country) exports 
is elastic is inelastic 

1. | Proceeds of duty used entirely to 

purchase E's export commodities x Y 
2. | Proceeds of duty used entirely to 

purchase E's imports X X 
3. | Proceeds of duty divided between X Indeterminate; X, Y, Z, 

E's exports and imports cases are all possible 





X. The domestic prices of imports, including the tariff, will go up in E (the duty-imposing 
country). The Stolper-Samuelson results are valid, namely that the scarce factor of the coun- 
try can benefit by means of tariffs. 


Y. The domestic prices of imports, including the tariff, will go down in E. The Stopler- 
Samuelsón results become invalid. 


Z. The domestic prices of imports, including the tariff, will remain gpetsmgen in E. The 
Stolper-Samuelson results become invalid. 


Assume that the export industry b in E requires a large amount of 
the relatively abundant factors and the domestic industries are those 
which require a small proportion of the abundant factors compared to 
other factors. Within the domestic industries aj, and a5, in E, the re- 
spective requirements for the abundant and the scarce factors may dif- 
fer. For instance, a, may require a comparatively smaller amount of 
abundant factors.in relation to scarce factors than a», or vice versa. If 
labor (L) be the scarce factor and capital (C) the abundant factor, we 
have the following possible ratios between labor and capital in the do- 
mestic industries in E: 


- Bes 
Ci aie < Cs 826 Cs b 


18 The relationship between total labor and total capital to Li/C1, Ls/Cs and La/Cs is as 

follows: 
Since total capital C eO CS C 
and total labor L= Li4-Ls4-Ls 


total labor iy Ls. Ly 
it follows that ——————-= W)—+ W2—+W3— 
total capital Cy Ca : C3 


Cı Cs C; 
Wi=—; W2=—; W3=— Wi=1—(W2+Ws) 
C C C . 


. 
See P. A. Samuelson, “International Trade and Equalization of Factor Prices,” loc. cit., p. 174; 
and Stolper and Samuelson, op. cit., pp. 349-51. md 
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Pure competition in the factor and product markets, a constant (in- 
elastic) supply of factors of production, and perfect domestic mobility . 
of factors of production are assumed throughout. In each country there 
exist demand functions for eazh of the commodities. Equilibrium re-. 
quires that price ratios be such as to equate the demand and supply of 
the two countries taken together for each commodity. 

Let us draw in Figure 4 country E's production opportunity surface 


Ztp) 





Fic. 4 


of commodities ie, do, and b ([j(a, as, 6]=0 in the first quadrant) 
: which represents the maximum combinations of dre, @ze, and b that can 
be produced. Quantities of a1, are measured along the X-axis, quantities 
of as, along the Y-axis and quantities of b up the Z-axis so that any point 
in the space among the three axes represents a certain combination of 
Gie, Q2, and 5. In the two-commodity case, the production opportunity 
surface becomes the familiar production opportunity curve. If the en- 
tire available supply of factors of production is employed in producing 
tie it can produce OG. If employed entirely to produce @z, it can pro- 
duce the quantity OB, and if employed entirély in producing 8, it can 
produce the quantity OA. For every unit of a;, by which production is 
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reduced, more as, and/or b can be produced. Thus, all the possible com- 
binations of di, d», and b which can be produced by utilizing all the 
available factors of production lie upon the surface. The surface is 
drawn concave towards the origin, signifying increasing opportunity 
cost. Because proportions and not the scale of the process are involved, 
the production functions are assumed to be homogenous of the first 
order. Since the relative costs—the substitution ratios—will vary with 
the relative demand for Gie, Gz, and b, given the combinations of a, 
- Ge, and b which are demanded, the exchange ratios between them will 
equal their substitution ratios at the equilibrium point." In diagram- - 
matic language, the above statement means that at the point of equi- 
librium the market plane must be tangent to the production opportunity 
surface. (The market plane is not shown in Figure 4.) The change or 
lack of change of relative output and, accordingly, relative prices, be- 
tween any pair of the commodities, is shown by the surface lines through 
the vertices of the production opportunity surface. For example, the 
line 441 represents the constant relative output between a, and aze. 
Similarly, the surface line BB, indicates the constant relative output be- 
tween a;, and b. Inasmuch as any change of relative outputs among the 
three commodities would be in accordance with the changes of relative 
prices, henceforth we shall simply indicate the change of relative prices 
of the three commodities by referring to the appropriate changes in the 
line on the production surface. 


III 


Let us assume that country E exports b in exchange for dig and “dey. 
and equilibrium i is established under the conditions of free trade at P; 
on the production opportunity surface in Figure 4. Let us project Pi 
onto the planes AOB, AOC, and BOC, respectively. Output would be 
OD of ai, OF of dee, and OF of b before the imposition of duty on ay 
by country E. Suppose that country E imposes an ad valorem duty on 
imports of ai, class commodities and no duty is levied on d», Class com- . 
niodities. Let us assume that country G, the exporter of ai,, does not 
choose to retaliate.!? It is clear that the effect of the tariff is a reduction 
of the demand schedule facing the producers of a:, class commodities in 
G, because a part of the money value which residents of E formerly 
gave to G now goes to the E government as duty. 

What is the effect of the duty on the domestic price of a1, in the duty- 


17 The assumptions under which the exchartge and transformation ratios will be identical 
are competition, indifference of factors with respect to the industry in which they are employed, 
and absence of external economies and diseconomies. See G. Haberler, Some Problems in the 
Pure Theory of International Trade,” Econ. Jour. (June, 1950), EX, 225. 

38 Tibor de Scitovszky, “A Reconsideration of the Theory of Said Readings in the Theory 
of International Trade, pp. 358-89. 
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imposing country E? It is known that the world price of i, exclusive 
of the tariff, will fall in terms of 5 unless E is a very small buyer of ay. 
But in terms of domestic prices, the tariff must be added to the world 
-price of a1), and this would cause the domestic price of a1, in E to rise 
relative to 5. This statement is valid whether the proceeds of the duty 
. are used entirely to purchase Æ’s exports (Metzler's case 1A in Table 
T), or used to purchase E's imports (Case 2A), or are divided between 


Zíb) 
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E’s exports and imports (Case 3A). Therefore, in the two-commodity 
.case, as Stolper-Samuelson and Metzler all agree, the factors of produc- 
tion are to be shifted from 5, the export industry, to a:., the domestic 
industry in E. Since (Li/C1)a,,>(L2/C>)» in the present illustration, the 
scarce factor of production, namely, labor, will benefit. But in three- 
commodity cases, a change of relative price between a;, and b, as shown 
in Figure 5, also means a change of relative price between de, relative 
to a, and/or 6.” This is the familiar proposition that the structure of 


1? For a mathematicalelemonstration of this point, see the appendix. 
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our economic system determines the relative prices of all commodities. 
In this particular case, the prices of commodities a1, and a5, are expressed 
in terms of b. . 
— . Before determining whether a tariff on a, class of imports aud none 
on others would affect income distribution, we have to know not only 
the relative pride change between duty imports, including the tariff, 
and exports but also the relative price change between nonduty imports 
and exports.?? Since the price of the duty imports, including the tariff, 
is bound to go up relative to 5 with the elastic foreign demand for E's 
exports (Metzler's Cases 1A, 2A and 3A), the three possible cases of 
price movements of nonduty imports will be examined. 

CASE 1. The price of nonduty imports remains unchanged. In Figure 5, 
the increase in the domestic price of a, (and accordingly the price of 
ay, competing with a;;) in E, including the tariff, relative to b is repre- 
sented by the shift of the surface line from BB, to BB;. Since there 
are three commodities, the change of relative price between di and b 
automatically means a change of the relative price between a, and aze. 
This is represented by the shift of the surface line from AA; to AAs. 
The surface line CC; remains unchanged. The new equilibrium position 
accordingly moves from Pi to P, in Figure 5 where the market plane is 
again tangent to the production surface? (not shown in the figure). 
Projecting P; onto the three planes respectively, output would be OD; 
of is OE, of as, and OF; of b. Since OD; OD, OE, «OE, and OF; «OF, 
the expansion of the protected industry is at the expense of both as, 
(the domestic industry) and 6 (the export industry). This proves that 
Stolper-Samuelson and Metzler conclusions, though interesting, are 
valid only under the two-commodity case where the price of a, (cbm- 
peting with a1) can increase only relative to b (the exports of E). There- 
fore, the expansion of the protected domestic industry requiring a large 
proportion of scarce factors compared to other factors can only be at the 
expense of the export industry requiring a comparatively small amount 
of scarce factors in relation to other factors. Once the expansion of the 
protected industry can draw in the factors of production released by 
export and domestic industries, the effect of the tariff on income distri- 
bution within the duty-imposing country depends upon the ratio be- 
tween the scarce and the abundant factors required in the respective 
domestic industries. If the protected industry a;, makes greater or equal 
relative use of the scarce factor than the domestic industry as, compet- 
ing with nonduty imports, or, (L,/C1),,, 2 (L2/C2)a,,, then for every unit 

20 Since there is no duty on as, its domestic Brice in E is assumed to be identical to the world 
price. 


2 The change of price ratio between t and b as well as between a, and da, can be expressed 
by the slopes of the tangent plaftes at P,[(da:/8a2)p, and (8a,/8b)p,] which are different from 
the slopes of the tangent plane at P;[(02,/32:)p, and (9,/aD)p.]. a 
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of labor (L), the scarce factor, transferred from the export industry and 
the domestic industry competing with nonduty imports to the pro- 
tected industry, a larger amount of capital (C), the abundant factor, 
will be released than the protected industry will absorb. Hence labor 
(L) becomes scarcer. Only then can one claim that a tariff on a, will 
. benefit the scarce factor. Uncertainty about the outcome arises if the 
- protected industry a;, is the one which makes relatively less use of labor 
(L) than the domestic industry as, competing with nonduty imports, or, 


As 
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(L1/C1) a1. € (Lo/Cs)o,,. In so far as factors are released by the export 
industry, labor (L) becomes scarcer as (Li/Ci)4,, or (L2/C2)a,, is always 
greater than (Li/Cs)s; but in so far as factors are drawn from as, with 
GA/ Ca, € (L2/C2) an, (L) becomes less scarce. The net result is thus 
uncertain. f 

Cast 2. The price of nonduty imports goes down. Next we shall examine. 
the case where the domestic price df du (and, accordingly, the price of 
Gie competing with a:,) goes up relative to b while the price of as, (and 
accordingly the price of as, competing with az goes down relative to b. 
In Figure 6, the former price shift is shown by the movement of the sur- 


Bf 
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face line from BB, to BBs, the latter by the change of CC; to CC;. Since 
the prices of ar and az move in opposite directions with respect to b, 
the relative price between a;, and as, must also move as represented by 
the shift of the surface line 44; to 445. This means the domestic price 
of a, (and, accordingly, the price of a;, competing with a;,), including 
the tariff, will be higher relative to b which in turn will be higher rela- 
tive to a»,. Or, in other words, the domestic price of aw, including the 
tariff, will be higher relative to both band aze. The equilibrium point as 
a result of such price changes moves from P,, the initial point of equi- 
librium under free trade, to P$. Project Ps onto the planes AOB, AOC, 
and BOC respectively, output would be OD; of dre, OE; Of. ze, and OF; 
of b. Since OD; 2 OD, OE; «OE, and OF; «OF, the expansion of ai, will 
be at the expense of both a, the domestic industry, and b, the export 
industry, and no generalization can be drawn under the circumstances 
concerning the effect of the tariff on income distribution, if (Z:/Ci)., 
« (L)/ C)... If, on the other hand, the protected industry a, makes 
greater or equal relative use of the scarce factor than the domestic in- 
dustry az, competing with nonduty imports, or, (Li/C1).,, S (L2/C2) ar» 
then a tariff on dı, will benefit labor (L), the scarce factor. 

` Case 3. The price of nonduty imports goes up. The last possible case is 
one in which the prices of both a;,, including the tariff, and ae, increase 
relative to b. In order to examine the effect of a tariff on income distri- 
bution in this case, see Figure 7. The former price increase is represented 
by the shift of the surface line from BB; to BB,, and the latter price 
increase by the shift of the surface line from CC; to CC,. The new point 
of equilibrium moves from P; to Py. Project P, onto,the planes AOB, 
AOC, and BOG respectively. Output would be OD, of die, OE, of as, 
and OF, of b. Since OD,» OD, OE,» OE, and OF ,<OF, the expansion 
of both a;, and as, (both domestic industries) would be at the expense of 
b (the export industry) alone. In such a case our conclusion agrees with 
the one reached by ,Stolper-Samuelson and Metzler irrespective of the 
fact that (C1/L1)aye2(C1/L1) ape: 

Let us summarize our conclusions in this section. When the foreign 
demand for the duty-imposing country E's exportsiselastic, the domestic 
price of the duty import goes up. The effect of a tariff on income distri- 
bution would then depend upon what happens to the price of a5, and 
whether-or not the relative use of the scarce factor by the protected in- 
dustry a; is more or less than, or equal to, that in the domestic industry 
d», competing with nonduty imports. If.the price of dz remains un- 
changed or decreases relative to à, and if the protected industry a. 
makes greater or equal relative use of the scarce factor than the do- 
mestic industry a» competing with nonduty imports, or, (Li/ Ca. 
> (L2/C2)o,,, then a tariff on a; will benefit the scarce factor. This is 


e 
" 
x 


-»7 
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trade. Suppose that an ad valorem duty is imposed on imports of clas: 
ài; commodities and no duty on as, class commodities. As before, th 
terms of trade between a;, and b move in favor of E. In fact, the favora 
ble movement in the terms of trade may now be so great that the do 
mestic price of a3, including the tariff, will be lower relative to b thar 


it was before the tariff was imposed, if the proceeds of the duty are usec 
entirely to purchase E's exports (Metzler’s Case 1B). The domestic 


Zt) 
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price of duty imports dı, including the tariff, may, however, go up ii 
the proceeds of the duty are used entirely to purchase E's imports (Case 
2B); and finally, it may remain unchanged if the proceeds are dividec 
in a certain way between E's exports and imports (Case 3Z). Since the 
effect upon income distribution cannot be determined without knowing 
also the direction of the price change in nonduty imports in E, and since 
the price of nonduty imports may go up, down or remain unchanged, 
there are three cases corresponding to the three possible price move: 
ments of duty imports.. * 

Cass 4. Price of duy dicio: goes down while the 2 price of nonduty im- 
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ports remains unchanged. In Figure 8, before the imposition of tariff, 
the initial position of equilibrium is Pı. A decrease of price of ai, (and 
accordingly the price of ai, competing with a;,,) including the tariff, 
relative to b means a shifting of the surface line BB, to BB;. Assume 
that there is no change of relative price between a and b. Since all 
three commodities are expressed in terms of relative prices, a change of 
the price between a;, and b with no change of price between as, and b 
must mean a change of the relative price between dıe and az. This is 
represented by the shifting of the line AA: to AAs in Figure 8. Conse- 
quently, the relative outputs of all three commodities are affected. The 
new point of equilibrium is now Ps. Project P; onto the planes AOB, 
AOC, and BOC respectively. The output of a;, is ODs, of az, OEs, of b, 
OF;. Since OD;<OD, OE;> 0E, and OF,» OF, the factors released by 
a, are absorbed by both domestic and export industries and the effect, 
of a tariff on income distribution depends upon the ratio between the | 
scarce and the abundant factors required in the respective domestic in- 
. dustries. If (Li/C1)a,,2 (L2/C2)a,,, then for every unit of capital (C), the 
abundant factor, transferred, a larger number of units of labor (L), the 
scarce factor, will be released than the domestic industry competing 
with nonduty imports and the export industry will absorb. Hence L be- . 
comes less scarce. The effect of a tariff will thus be unfavorable to the 
scarce factor. However, uncertainty about the outcome arises if 
(L1/C1)0,,<(L2/C2)a,,- In so far as factors are absorbed by the export 
industry, L becomes less scarce, but in so far as factors are absorbed by 
ay, with (Li/Ci)a,,<(L2/Cs)a,,, L becomes scarcer. The net result is 
uncertain. . M 
Case 5. Price of duty imporis goes dm while the price of nonduly 
imports goes up. Next we shall consider the case where the domestic 
price of a, including the tariff, (and accordingly thé price of dıe com- 
peting with a;,), goes down relative to b, and the price of a, goes up 
relative to b. Ia Figure 9, the former price change is represented by the 
shift of the surface line from BB, to BB, and the latter change by the 
shift of line CC; to CC. Since the prices of a1, and as, move in opposite 
directions with respect to b, the relative price between ai, and dz. 
must also move as represented by the shift of the surface line 
AA, to AAg. Or, in other words, the domestic price of dı, including the 
tariff, is lower relative to both a; and b. As a result of the relative price 
changes, the point of equilibrium moves from P, to Pe. Project Ps 
onto the planes AOB, AOC and BOC, respectively. The output of ai, 
is ODs, of dee, OEs, and of b, OF,* Since OD,«OD,.OF4,» OE, and 
OF,«OF, the expansion of as, would be at the expense of both a;,, the 
domestic industry, and b, the export industry. Again, the a priori con- 


clusion concerning the effect of the tariff on income distribution de- 
. 
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pends upon whether the relative use of the scarce factor by the pro 
tected industry a;, is more or less than, or equal to, that by the domestic 
industry az competing with nonduty imports. If (Z1/C1)a,,> (L2/C2) ase 
the outcome is uncertain. If, on the other hand, (Li/C3).,, € (L2/C2) an. 
the effect of a tariff on income distribution would be favorable to the 
scarce factor. 


Z(b) 
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Case 6. Price of nonduty import goes down while the price of duty im. 
ports also goes down. This case concerns a decrease of the domestic 
price of ai, (and accordingly the price of a, competing with a;;), in 
cluding the tariff, in E relative to 6 coupled with a decrease of the price 
of as, (and accordingly the price of as, competing with az) also relative 
to b. The former price change is represented by the shift of the surfate 
line from. BB; to BB, in Figure 10 and the latter, by the shift of CC 
to CC;. Consequently, the point of equilibrium moves from P, to P; 
Project P; onto the planes.A4OB, AOC and BOC, respectively. OD; o! 
0314, OF, of as, and OF; of b are produced. Since OD;<OD, OE; «OE 
and OF,>OF, the expansion of b, the export thdustry, in Æ is at the 
expense of die and as, both domestic industries. Thus Metzler's result 
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that when the demand for the duty-imposing country’s exports is in- 
elastic, the scarce factors of production and the industries competing 
with imports might achieve economic gains under free trade and suffer 
losses under protection (Case 1B) is compatible with our analysis even 
with the presence of nonduty imports as long as the price of nonduty 
imports also goes down relative to b. This result is true whether the 
relative use of the scarce factor by the protected industry are is more or 
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less than, or equal to, that by the domestic industry a», competing with 
nonduty imports. 
As regards Metzler's Case 2B, namely, that in which the price of 
duty imports, including the tariff, may go up when the proceeds of the 
uty are spent entirely on imports even though the foreign demand for 
E's exports may be inelastic, there are also three possible cases of price 
movements of as, to consider. Inasmuch as their effects are analogous 
to Cases 1 to 3 considered in the preceding section, we may go on to the ~ 
case where the domestic price of dı, including the tariff, may remain 
unchanged (Metzler's Case 3Z). Again there art three possible cases of 
price movement of @ to consider. ; 
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Case 7. The prices of duty and nonduty imports remain unchanged 
relative to b. If the prices of b, dig, and a», remain unchanged, then A41. 
BB, and CC, would also remain unchanged and Pi in Figure 4 would 
still be the equilibrium point on the production surface. This means 
` that there will be no change of relative outputs following the tariff on 
dı in the duty-imposing country E and thus no change in income dis- 
tribution. 

Case 8. The price of duty imports remains unchanged and the price oj 
- nonduty imports rises. On the basis of analysis in the previous sections, 

when the price of one of the domestic industries goes up relative to b, 
‘while the price of the other remains unchanged, also relative to 6, the 
expansion of az. in the present case would be at the expense of the other 
domestic industry a; and the export industry. The effect of the tarif 
in E on income distribution depends upon whether the relative use oí 
the scarce factor by the protected industry is more or less than, o: 
equal to, that by the domestic industry a», competing with nonduty 
- imports. Uncertainty arises if (L1/C1)4,, > (L5/ Co) ase If, on the other 
hand, (Z1/C1) a, S(L2/C2)a,,, the effect of a tariff on income distribution 
would be favorable to the scarce factor. 

Case 9. The price of duty imports remains anchangid and the price oj 
nonduty imports falls. We know that under such circumstances, the 
factors of production released by the domestic industry a», competing 
with the nonduty imports may be absorbed both by the export industry 
b and the other domestic industry a1.. Again the result on income dis- 
tribution is uncertain if (L1/C:),,, > (L/C:)4,,, and ynfavorable to the 
scarce factor if (L/C)s S (Ls/Co)o,. - . 

To sum up the analysis in this section, when the foreign demand fo1 
exports of the duty-imposing country E is inelastic, the domestic price 
of duty imports, including the tariff, may go up, go down, or remain 
unchanged relative to b. In the first group of cases whgre Giy goes up 
relative to b we have exactly the same results as when the foreign de- 

‘mand for E's exports is elastic. In the second group of cases where the 
price of a goes.down, the effect on income distribution depends upor 
the price of nonduty imports. If the price of a2, goes up or remain: 
unchanged relative to 5, the effect on income distribution becomes alsc 
dependent upon whether the relative use of the scarce factor by the 
protected industry a, is more or less than, or equal to, that by the 
other, domestic industry a», competing with nonduty importa deg. In 
the case where the price of a», goes up the effect of a tariff on income 
distribution will be favorable to the scarce factor if (L:/C1)q,, 
S(L2/C2)a.,. However, uncertainty arises if (/5/C:)4,,  (Lo/ Co) «,,. In 
the case where the pric® of az, remains unchanged, the effect of a duty 
on income distribution will be unfavorable to he scarce factor il 
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(Li/ C). (La Ca)aze and the result will be uncertain if (L1/C1) aye 
<(L2/ Co Jaz If the price of Cz goes down relative to b, then the ex- 
pansion of b would be at the expense of both domestic industries and 
‘the effect of the duty on income distribution would be unfavorable to 
the scarce factor. The last group of cases is that in which the domestic 
price of a;,, including the tariff, may not change. If the price of as, 
also remains unchanged, a tariff on ay has no effect on income distri- 
bution. In the case where there is an increase of the price of a5, the 
result on income distribution will be indefinite if (L:/C),,, > (L2/C2) a0.) 
and favorable to the scarce factor if (Li/Cs) ay. (L5/C3)4,,. In the.case 
in which there is a decrease of the price of as, the result is uncertain 
if (Li/C1)a,,>(L2/C2)o,,, and unfavorable to the scarce factor if 
(/Cy)ai, S s/ Cy)a,. 
V 


A summary of the conclusions of this paper is given in Table II. 
We find that in the framework of three commodities, the Samuelson- 
Stolper results, as amended by Metzler, imply the assumption that in 


TABLE II.—SuMMARY OF RESULTS 


Domestic 
price of 
duty | Price of 
imports, | nonduty. The effect of duty on the scarce factor of production 


including | imports 
Case] the tariff, | in duty- 
‘| in the. | imposing 
' duty-: | country 



































imposing (asp) L L L is 
country (S) (2 226 A )ou= C an (2 )ou< (Z)an 
1 2 2 1 2 
(aio) ; 
1 + 0 favorable favorable ? 
2 + 2 — favorable favorable ? 
3 + Te favorable favorable favorable 
4 — 0 unfavorable unfavorable ` ? 
5 — + P favorable favorable 
6 — zs unfavorable unfavorable unfavorable 
7 0 0 no change no change no change 
-$ 0 + ? favorable favorable 
9 0 _— ? ` unfavorable unfavorable 
Notes: ] 
+ means an increase of price of Gig or dag relative to that of b, the export industry 
— means a decrease of price of aig or aj relative to that of b, the export industry 
~Q means no change E 
? results uncertain on a priori reasoning . 
C stands for capital, the abundant factor 
L stands for labor, th® scarce factor 
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the duty-imposing country the domestic price of duty ‘oper including 
the tariff, must move in the same direction as the domestic price of 
nonduty imports. That isto say, when the former price goes up or down 
or remains unchanged relative to that of the export industry, the latter 
must also go up or down or remain unchanged relative to that of the 
export industry. This restrictive assumption underlying their analysis 
is not noticeable under the two-commodity case, because there are no 
nonduty imports in their system. When the price change of nonduty 
imports does not move in the same direction as that of duty imports, 
the factors of production can thus be transferred to the protected in- 
dustry from both the domestic industry competing with nonduty im- 
ports and the export industry. Since the ratios of the scarce factor of 
protection to the abundant factor within the domestic industries may 
differ, the effect of a tariff on income distribution also becomes dependent 
upon whether the relative use of the scarce factor by the protected in- 
dustry is more or less than, or equal to, that in the domestic industry 
competing with nonduty imports. Thus the price of nonduty imports 
and the relative use of the scarce factor within the domestic industries 
must be included among those data necessary for determining the 
effect of a tariff on income distribution.” 


MATHEMATICAL APPENDIX 


In general, the points where coordinates satisfy the relation f(a, y, 
z)=0 lie upon a surface and we say that the equation (in the first 
quadrant) represents this surface (Figure 4). Through P: pass a plane, 
include z-axis; and cut the surface curve at points A Pi4,. The curve 
APA; on this surface can be expressed in the equation: 


y Rye. : : » (1) 


To reduce the space equation to a line equation, we rewrite (1) 
y 
3 dn: 2 (2) 
x. 


Likewise pass a plane through Pi, include y-axis, and cut the space curve 
at BPP, thus l 
^ z= kox i . 

or 


— = he. . . (3) 


z2 This analysis still leaves many questions unanswered. Ameng them is the question as to 
the effects on income distribution of the imposition of a duty in cases involving relationships 
between complementary and substitution goods and means of proguction and finished goods, 
but the Umitatioñ of space does not permit the writer to consider such cases. 
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Stmilady: pass a lane through P, include x-axis, and cut ne space 
curve at CP,C,, thus 


y = kz 
or 
| 2 -ho o | (4) 
Substitute x of (1) into (3) 
; "E 
A h 
or 
cu ks. (5). 
2 ko à 


This means that if we shift one plane (surface curve), we should also 
change the other plane or planes so that the ratio k/ b — kg can be main- 


tained. l 
We can prove our case with the use of the formula of a market plane 
tangent to the surface at the point P. 


Z— z -(Se- (2 a (y — 91). 


If we let z—2;—Az, x—2;—Ax, and y—y:=Ay, we have. 
oz roa óz ds 
= — åg + — åy. . 
' Ou oy z 


Let us divide the above equation through by Ag and the limit taken 

as Ax0 and then by Ay and the limit taken as Ay—>0. The results are 
i dz os 02 dy x 

2.2422 (6) 


Lt ©) 


By similar reasoning, 
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LT | (8) 
dy dy ðz dy 
n dx Oxdy 0x 
Hays > (9) 
dz Oy dx az 
also 
ð oy 
y-n=(2) (s =) (2) (z — 21): 
0x/ p 02/5 
oy oy 
Ay = — Ag H-— A 
: 4 Ox ddr í 
d ð y da 
GY 83 2 09/08 (10) 
dx ax Oz dx 5 ; 
d ôy dx ð 
aa eee. (11) 
dz Ox dz ðz 


This means when a change of price of x as compared with y or z fol- 
lowing a tariff occurs, a change of the relative prices and accordingly 
outputs of x, z, and y is bound to follow if the equality signs in (6), 
(7), (8), (9), (10), and (11) are to be maintained. 


xp EXCESS LIQUIDITY AND EUROPEAN MONETARY 
REFORMS, 1944-1952 


By Jonn G., GURLEY* 


During the early postwar years in this country, there was much dis- 
cussion corcerning the probatle effects of large liquid asset holdings on 
consumptian and private investment spendings. Some economists, rea- 
soning along strictly Keynesian lines, visualized these assets as influ- 
encing private spending only through changes in the interest rate. Many 
others, however, felt that excess liquidity would have a direct inflation- 
ary effect oa the spending habits oi both households and business firms. 

' Nevertheless, few economists at this time were willing to argue that the 
conventionel anti-inflationary measures were either unworkable or 
unfeasible in the face of so much excess liquidity. What was needed to 
turn aside the forces of inflation, it was argued, was a substantial gov- 
ernment surplus? coupled with tight credit controls; many also urged 
the continuance of direct controls over prices and wages until these 
forces had subsided. The existence of excess liquidity was largely taken 
for granted with the result that, except for a few digressions, the dis- 
cussion centered around the question of how inflationary these holdings 
would be and nof around the question of how to rid the economy of 
them. i 

However, in many areas of Europe at tliis time, the secoli question 
commanded more interest than the first, primarily because it was gener- » 
ally agreed that there was imminent danger of hyperinflation if the 
volume of liqifid assets were not drastically reduced.’ Further, a wide- 

*The author is assistant professor of economics at Princeton University. He is in- 
debted to W. J Baumol, E. O. Edwards, and P. J. Strayer, all of whom offered valuable 
comments on earlier drafts. He also wishes to acknowledge the aid received in Europe 
during the summer of 1951 as a result of discussions with numerous individuals, too 
many to be listed here. The study was made possible by a grant from the Merrill Founda- 
tion, which the zuthor gratefully acknowledges. 

*! Actually, of course, if one is free to alter both government expenditures and tax rates, 
there are many government deficits that would be just as deflationary as any given surplus. 


*'fhe difference in attitude between U.S. and many European economists on this 
question was dte partly to the fact thet the diquid asset-national income ratio was sub- 
stantially higher in most European countries than it was in the United States after the 
war. However, whatever this ratio, quantity theorists tended to stress more vigorously 
the direct inflatonary threat of these assets than did Keynesian theorists. In this con-^ 
nection it is interesting to note that where Keynesian doctrine in Europe was particularly 
strong—in England and he Scandinavian countries—either no steps to reduce excess 
liquidity were uadertaken or else only token gestures in this direction were made. 
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spread feeling existed that if the assets were allowed to remain in the 
system they would undermine any monetary-fiscal program aimed at 
deflation. Through European eyes, the presence of large liquid asset 
holdings created a serious stumbling block. in the path leading to infla- 
tion control. As a consequence, one of the principal anti-inflationary 
weapons used in this area of the world was monetary reform’ which, in 
one way or another, swept away large portions of liquid assets accumu- 
lated by the public in the course of war and occupation. Many of these 
programs were designed to slow down the course of inflation and to 
prepare the way for the utilization of more orthodox anti-inflationary 
programs. . 

A study of the European monetary reforms, therefore, should throw 
some light on the broad topic of “the economics of excessively liquid 
economies.” In this paper it is the intention of. the author to consider: 
(1) the various ways in which the large liquid holdings of the European 
population were swept away, (2) the factors that induced many Euro- 
pean countries to center their attacks on these holdings, (3) the degree 
of success attained by the programs, and (4) the conditions under 
which the monetary reform became a necessary part of any broad anti- 
inflationary program. It is hoped that this study will focus the attention 
of economists on a relatively neglected aspect of anti-inflationary 
policy, and that it will prove useful in further analysis of the róle of 
liquidity. 


I. The Extent and Nature o f the European Monetary Reforms 


The monetary reform was used widely throughout Europe during 
the post-World War II period. In fact, several countries in eastern 
Europe* relied upon this monetary device more than once, the most 
recent repeat performances taking place in Poland (October 1950), 
Rumania (January 1952), and Bulgaria (May 1952). . 

It was, however, a western European country, Belgium, which 
opened the attack on inflation in this manner by introducing a monetary 
reform program as early as October 1944, several months before the 
fighting within her borders terminated. Within a year, four other west- 
ern European nations had followed suit, and these reforms were 
matched, or were soon to be matched, by a host of similar measures 
elsewhere? Altogether, there were twenty-four monetary reforms in 


*'The expression, "monetary reform," has been used in the literature to describe a 
variety of monetary and banking programs. In this paper, however, it refers to those 
particular measures that reduced, or partially blocked for periods ranging from a few 
days to several years, the large liquid asset holdings of households and businesses. 

*For the purposes of this "paper, eastern Europe includes Finland, Greece, and all 
European countries (including the USSR) which now have communist governments. 

5 As we shall see, though, some of these programs were not designed primarily as 
anti-inflationary weapons. 
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Europe from the fall of 1944 to mid-1952. Some. countries, such as . 
Great Britain, Sweden, and Italy, did not utilize this technique at all; 
the majority employed it only once during the early years of the post- 
war period; and several, as mentioned above, used it two or three times. 
. . The monetary reform, at one extreme, swept away the major portion 

of liquid holdings during the first few days of the program. At the other 
extreme, no reduction in the supply of liquid assets took place; instead, 
a small portion of the assets was blocked for a short period of time and 
then released to its owners. Inasmuch as the liquid assets affected by 
the programs generally comprised only banknotes and bank deposits— 
sometimes government and other securities were included—the mone- 
tary reform was at times similar to a capital levy applied to an ex- 
tremely narrow base. It was a once-and-for-all “tax” on claims to 
wealth; however, in most cases no tax receipts accrued to the State, 
since the face values of the assets were written down, and to this extent . 
a portion of the assets completely disappeared from the economy. When 
the assets were blocked (and not swept away), the reform was a 
“forced asset-holding" scheme, analogous to a program of forced saving 
out of current income. Finally, it was a “reform” in the sense that new 
banknotes were always issued for the old ones; in some instances, the 
unit of account was changed along with the entire price and wage 
Structures. 


II. The Prinipal Types did Provisions of Eurcpean M onetary Reforms 


Despite the dirost endless array of provisions contained in the mone- - 
tary laws, it is possible to group these programs into three general 
types, based on the manner in which the various ceuntries dealt with 
the excessive supply of liquid assets in their economies. There were, 
first, those monetary reforms that reduced the supply of liquid assets 
at the outset without blocking any portion of this supply. This *mop- 
ping-up" operation was accomplished through the compulsory exchange 
of old banknotes and “old” bank deposits for new ones at rates of 
exchange which effectively reduced the outstanding volume of these 
assets. Each family and business firm was permitted to exchange its 
boldings of banknotes and deposits for new ones at the established 
conversion rate, say, three-to-one as in the 1947 Austrian program. 
Occasionally, however, some basic amount was allowed exchange rights 
at par, and other par exchanges were sometimes made for emergency . 
cases or for favored groups. Once these exchanges were consummated, 
though, the program's initial objective was realized: individuals and 
businesses owned a smaller volume of liquid assets, but they were free 
to spend whatever femained. 

The second type of monetary reform embodied no immediate reduc- 
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tion in the supply of liquid assets, but instead provided for the immo- 
bilization of a portion of this supply in the form of blocked deposits at 
banks. Again, banknotes were called in and bank deposits were declared 
by their owners during a specified period of time. In this case, each 
family and business firm was permitted to convert its old assets for new 
ones at a one-to-one ratio, but only a certain amount of new money was 
turned over to it for free use. The “excess assets” were placed in special 
bank accounts which in general could not be drawn upon for the pur- 
chase of current goods and services, In short, individuals and businesses 
retained in full their prereform holdings of these assets, since these 
holdings were all converted at par, but they were permitted to spend 
only a certain portion of them. 

The third type combined the primary features of the other two. 
Currency and bank deposits were, first of all, converted into new money 
at deflated rates of exchange, but a portion of the amount remaining 
was in turn frozen in blocked accounts. One thousand units of a cur- 
rency, for example, would be exchanged for five hundred new units, 
and, of this amount, two hundred and fifty of the new units would be 
tied up in accounts not usable for current transactions. 

In all three types, the monetary provisions often called for the regis- 
tration of securities, life insurance policies, personal property, and other 
forms of wealth. The authorities’ primary interest in doing this was to 
survey the distribution of these holdings for the purpose of later capital 
levies or capital increment taxes. Only occasionally was the supply of 
financial assets, other than currency and deposits, raduced,or partially 
blocked. In afew cases, though, government bonds were converted at 
deflated rates, and in one instance the public debt was cancelled by the 
monetary law. -© 

. Using the above classification as a guide, Table I lists the European 
monetary reforms in chronological order ànd classifies each as either 
Type One, Two, or Three. Since a series of two or even three reforms 
occurred in some of the countries, the successive reforms for any one 
of these countries are identified with Roman numerals after the name of 
the country. 

The table records twenty-four separate monetary reforms from 
October 1944 to May 1952. Of this total, eight were of Type one, 
twelve of Type Two, and only four of Type Three. One-half of the 
reforms were introduced before the end of 1945, and since mid-1948 
there have been only three reforms, all of them taking place in eastern 
Europe. Further, of the last seven reforms, five were undertaken in 
eastern Europe and only two—those of West Germany and France— 
occurred in west European locales.? The countries of western Europe 


®*The French program involved no more than a temporary blocking of the 5,000 franc 
banknotes. 
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TABLE I.—CLASSIFICATIOY OF EUROPEAN MONETARY REFORMS 























Month Types 
Country and Year 
of Reform One Two Three 
Belgium Oct. 1944 x 
Greece Nov. 1944 x 
Poland Te ` Dec. 1944 x 
Yugoslavia Apr. 1945 x 
Francel ' June 1945 x 
Austria Ib july 1945 x 
Denmark July 1945 x 
Norway . Sept. 1945 . X 
Netherlands. Sept. 1945 x - 
Czechoslovakia Oct. 1945 x 
Austria II E Nov. 1945 x 
Hungary I Dec. 1945 x 
Finland Dec. 1945 x 
Hungary II Aug. 1946 x 
Bulgaria I Mar. 1947 Ox 
Rumania I Aug. 1947 DEDE x 
Austria IIIS Nov. 1947 x , 
USSR i Dec. 1947 : x 
France IT Jan. 1948 : x 
West Germany June 1948 ` x 
East Germany June 1948 x 
Poland IT Oct. 1950 x 
Rumania II " "Jan. 1952 x 
Bulgaria TY May 1952 x 


bd 





a The Polish reform was carried out in three phases. In the first, ruble banknotes were ex- 
changed at par for new zloty notes (December 1944); in the second, Gracow zloty notes were 
exchanged for new zloty notes (January 1945); and in the third, reichsmark notes were con- 
verted (February 1945). 

5 The initial Austrian reform was applicable only to those areas 5 of the country occupied by 
the Soviet army. 

s However, the Dutch called i in and blocked 100 guilder banknotes in July 1945. 

d The provisions of this program also a‘fected deposits blocked under the previous two 
programs. 


that made use of the monetary r2form, with two exceptions, employed 
the Type Two program. Although a sprinkling of eastern European 
Countries also resorted to this type, for the most part Types One and 
"Three prevailed in this sector of Europe. 


The Type One Reform 


The Type One reform was first introduced in Greece in late 1944 
when that country was in the midst of hypefinflation. About a year 
later, Hungary adopted the same type of reform to reduce her banknote 
circulation, and after this failed to halt inflation she repeated the pro- 
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_ gram, this time in a more vigorous and comprehensive fashion, and was 
successful. Shortly after this, Austria and the USSR undertook to 
dampen inflationary pressures with this type of program, the latter 
setting the pattern for the 1950: Polish, and the 1952 Rumanian and 
Bulgarian reforms. The prevalence of the Type One reform is largely 
explained by the attempts of two countries (Greece and Hungary) to 
stabilize economies plagued with hyperinflation, and by the desire (or 
necessity) of several Soviet-bloc countries to imitate the principal 
features of the USSR program of December 1947. 
Although each of these eight reforms provided for a reduction in the 
supply of liquid assets at the outset, without the utilization of blocking 
techniques, there were still many differences among their provisions. 


TABLE IL.—PRINCIPAL PROVISIONS OF TYPE ONE REFORMS 











. Rates of Exchange - 
Country 
Banknotes Bank Deposits 
Greece , 50 billion=1- 50 billion=1 
Hungary I 4=1 
Hungary II 200 million = 15 . 200 million = 1* 
Austria TII $21 3-1 ^C 
USSR 10-1 121; 322; 2-15 
Poland II 100-1 10023: 
Rumania II 100— 1; 200-1; 30021; 400— 13 50-1; 100-1; 150— 1; 200— 12 
Bulgaria II 100—1 4=1 to 200=1° 


a This is in ternis of the tax-pengoe. In terms of the so-called flat Dengoe, the rate of ex- 
change was 400 octfllion-to-one! 

> Rates applied to following ranges: 0-3,000; 3,001-10,000; over 10,000 rubles. 

° Presumably only sayings deposits were accorded this rate. 

3 Rates applied to following ranges: 0-1,000; 1,001-2,000; 2,001-3,000; and over 3,000 lei. 

* The most favorable rates were accorded to savings deposits, deposits of private enterprises 
not exceeding the amount of the wage bill for the last month, and deposits, of state and co- 
operative enterprises, offices, organizations, and foreign representatives. Other deposits. were 
exchanged at either 100- or 200-to-one. 


'The principal differences were revealed in (1) the rates of exchange 
employed between old and new money, (2) the exchange rights ac- 
corded to holders of various types of liquid assets, (3) the exchange 


"It probably would have been impossible for the Greeks and Hungarians to have 
stabilized their soaring price levels by means of temporary blocking techniques. What was 
needed, along monetary reform lines, was a fresh start, ie. a drastic reduction of the 
means of payment and a complete revampigg of the price and wage structures. 

Why the USSR chose the Type One reform is not altogether clear. P. A. Baran sug- 
gested that the administrative work connected with a blocking program would have been 
too formidable, and that, anyway, -the ‘peasants might not have tolerated such measures. 
See Baran, “Currency Refornf in the USSR,” Harvard Bus. Rev. Mar. 1948, XXVI, 
205, It is also true, however, that this type of reform had been used i in the USSR i in 1923. 
' In the official text of the 1947 monetary law, the Soviets mentioned this precedent with 
much pride. 
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rights granted to owners of differing amounts of liquid assets, and (4) 
the rates of exchange applied on the basis of the identity of the owner 
himself. Table II records the provisions which reflect most of these 
differences. 

The exchange rates employed in the reforms varied all the way from 
one-to-one (applied only to small deposits) in the USSR to 50 billion- 
to-one in the Greek reform.* The first Hungarian program contained a 
ratio between old and new banknotes of four-to-one, but in the second 
reform the rate of 200 million-to-one was adopted (or, 400 octillion-to- 
one in terms of the flat pengoe), reflecting the degree of inflation which 
had taken place in that country between the last month of 1945 and 


. mid-1946.? In the USSR, the conversion rates ran from one-to-one to 


ten-to-one, while in the 1950 Polish program they reached 100-to-one, 
and in the Bulgarian (II) and Rumanian (II) reforms, 200-to-one 
and 400-to-one, respectively." In almost all cases, coins and small 
denomination banknotes were exempted from the conversion laws. 
Not only were there wide differences among the conversion rates used 
by these countries, but distinctions were sometimes made on the basis 
of the type of liquid asset owned by the family or business firm. Thus, 
the Soviet Union “taxed” all banknotes at ten-to-one, but permitted 
bank deposits more favorable treatment. The same procedure was 
adopted in the Rumanian (II) reform in which bank deposits were hit 
only half as hard as comparable holdings of banknotes, The provisions 
of the Hungarian (I) reform effected only banknotes, leaving bank 
deposits untouched, while in Poland (II) and Bulgaria (II) savings 
deposits were highly favored over banknote holdings. These provisions 
were sometimes used to strike particularly hard at a certain group 
known to be in possession of a large volume of one type of asset—such 
as the banknote-holding peasants in the USSR—-or to discourage black 


*'The text of the USSR reform may be found in the New York Times, Dec. 15, 1947, 
p. 6. See also Baran, of. cit., pp. 194-206. and Charles Bettelheim, "La Réforme Moné- 
taire Soviétique," Rev. Econ., Oct. 1950, pp. 341-53. For information on the Greek reform, 
see D. Delivanis and W. C. Cleveland, Greek Monetary Developments 1939-1048 (Bloom- 
ington, 1949), pp. 110 ff, and the annual Report of the Bank of Greece for each of the 
early postwar years. 

?For an account of the Hungarian reforms, see N. Kaldor, “A Study in Inflation, I— 
Xiungary's Classical Example,” The Manchester Guardian Weekly, Nov. 29, 1946, p. 299; 
idem, “Hungarian Inflation, II—Stabilisation," ibid., Dec. 13, 1946, p. 331; B. Nogaro, 
"Hungary'ss Monetary Crisis,’ Am. Econ. Rev. (Sept. 1948), XXXVIII, 526-42; and 
The Stabilisation of the Hungarian. Currency (Budapest, 1946). 

® Throughout the remainder of the paper, the Roman numeral will indicate whether 
it is the first, second, or third reform to which reference is made. 

“The principal provision$ of the Polish program may ke found in Internat. Financial 
News Surv., Nov. 3, 1950, YII, 142; the Rumanian reform in ibid., Feb. 8, 1952, IV, 238; 
and the Bulgarian reform in ibid, May 30, 1952, IV, 368-69. 
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market activities usually engaged in with large denomination bank- 
notes, or, finally, to encourage the depositing of currency in savings 
deposits for the purpose of decreasing the velocity of circulation. 

The third distinction was based on the amount of liquid assets owned 
by individuals and business firms. While, as mentioned above, the 
Soviets gave more favorable treatment to bank deposits than to bank- 
notes, they also favored small holders of these deposits over. large 
holders. In Rumania (II), small holders of either banknotes or deposits - 
were favored over large holders, the rates ranging from 100-to-one to 
400-to-one for banknotes, and from 50-to-one to 200-to-one for bank 
deposits. Apparently, owners of small savings.deposits in Bulgaria (II) 
also received special treatment. The progressive rates employed by 
these reforms were largely designed to bring about a more equal distri- 
bution-of liquid assets, to hit certain capitalist elements with particular 
Severity, or to achieve other social goals. 

Finally, the fourth distinction was based on the identification of the 
owner of the assets. Thus, in Bulgaria (II) all deposits held by private 
businesses were convérted at the highly unfavorable rate of 200-to-one. 
The Austrian (TIT) reform granted special treatment to farmers so far 
as their banknote holdings were concerned and small depositors were 
hit lightly." In some cases, deposits owned by governmental units, 
financial institutions, and charitable and religious organizations were 
either exempted or treated in a special manner. 

In most of the Type One reforms, not only were "excess assets" 
swept away, but also large portions of transactions balances, at pre- 
reform price and wage levels, were eliminated by the monetary provi- 
sions. Whenever this occurred, it was necessary for the authorities to 
lower the price and wage structures in their economies to fit the new, 
lower level of liquid assets (money supply). Thus, a reduction of liquid ` 
assets in the ratio of 50- or 100-to-one did not mean that the real value 
of these assets was reduced to that extent, since prices and wage-rates 
were lowered simultaneously. Several countries chose this course be- 
cause their pre-reform inflated price and wage levels were already far 
out of line with others, and because such a course seemed to offer the 
best method for "breaking the back" of the inflationary spiral. 

In the Bulgarian (II) reform, for example, the average conversion. 
rate for liquid assets was about 100 old leva for 2.4 new leva, while 
most prices and wage-rates were converted in the ratio of 100-to-four. 
The same reduction in the real valüe of liquid assets could have been 


. achieved if the assets had been converted in the ratio of 100 old leva 


“For the main outlines of the Austrian reform, see F., H. Klopstock, "Monetary and 
Fiscal Policy in Post-Liberation Austria," Pol. Sci. Quart. (Mar. 1948), LXHI, 122-23. 
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for 60 new leva, with prices and wage-rates remaining unchanged. The 
Hungarians (II) also revamped their price and wage structures, and 
in Rumania (IT) these “flow magnitudes” were lowered by about 80 
per cent at the time of the monetary reform. On the other hand, the 
Austrians (III) and the Hungarians (1) converted prices and wages 
at par, while in the USSR wages and other regular payments were con- 
verted at par, but the price system was unified and a general lowering 
of the price level occurred. 


The Type Two Reform 


The Belgians were the first to experiment with the Type Two mone- 
tary reform, the main features of which were copied several months 
later by Denmark, the Netherlands, Norway, and Czechoslovakia." 
Both Finland and France (II) utilized this technique for the tempor- 
ary blocking of banknotes, and a few of the eastern European countries, 
before they became allied with the Soviet orbit, introduced reform 
measures of this type. . 

There were generally three phases to this type of monetary reform. 
First, the major portion of banknotes and bank deposits was blocked 
‘during the initial days of the program. Second, certain basic allotments 
and releases were made to individuals and business firms so that normal 
economic activity might continue. Third, the funds, or part of them, 
which remained blocked after the primary releases were consummated 
were gradually deblocked either through individual requests to a de- 
blocking committee, through blanket releases that spanned all deposits, 
or by other means. 

Within this framework, however, each country went about the tasks 
of first immobilizing and then demobilizing a portion of the liquid asset. 
supply in its own way. In some cases, the formulas chosen were quite 
simple, but i in other instances they were so complex as to defy under- 

? Descriptions of these programs are found in V. A. deRidder, “The Belgian Monetary 
Reform,” Rev. Econ. Stud., 1947-48, XV (2), 51-69; idem, “The Belgian Monetary 
Reform: An Appraisal of the Results,” ibid., 1948-49, XVI (1), 25-40; Reports and Ac- 
counts, Danmark Nationalbank, 1945, pp. 30-34; White Paper Regarding the Measures 
for the Currency Rehabilitation in the Netherlands (The Hague, 1947); De Nederlandsche 
Bank Report for 1946 (Amsterdam, 1947), p. 27, and same Reports for later years; 
“Kaare Peterson, “The Monetary Reconstruction Program in Norway,” Norwegian Ameri- 
can Commerce, Feb. 1946, XI, 3-21; and National Bank of Czechoslovakia Bulletin, Mar.- 
Apr. 1948, pp. 1-5 in annex. 

- For more general accounts, see R. W. Bean, “Results of Monetary Reforms in Western 
Europe,” Fed. Res. Bull, Oct. 1946, XXXTI, 1115-22; F. H. Klopstock, “Monetary Re- 


form in Liberated Europe,” Am. Econ. Rev., Sept. 1946, XXXVI, 578-95; idem, “Western ' 
"Europe's Attack on Inflatisn," Harvard Bus. Rev., Sept..1948, XXVI, 597-612. 

A? See, Bank of Finland Monthly Bulletin, Jan.-Mar., 1946, pp. 1-2 and p. 30; A. Snider, 
“French Monetary and Fiscal Policy," Amer. Econ. Rev., June 1948, X XXVIII, 309-27; 
and Banque ce France, Comte Rendu des Opérations, 1948, pp. 7-8. 
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standing by the majority of the population; moreover, some of the 
programs were dragged out for several years after their introduction.“ 
A few of the Type Two reforms initiated in 1945 were still in the 
process of liquidation as late as the winter of 1951. 

The provisions making up the first phase of. these reforms varied 
somewhat from country to country. In most cases, though, the reforms 
exempted coins, small denomination banknotes, and certain deposits 
from the initial blocking regulations. The primary reason for exempting 
coins and small notes was to reduce the. volume of administrative work 
during the currency exchange period. The exempted bank deposits 
generally included those held by financial institutions, governmental ' 
units, other public or semipublic bodies, and charitable and religious 
organizations. In these cases, all other bank deposits, together with the 
larger denomination banknotes, were placed in blocked accounts: How- 
ever, some programs were quite limited in scope. For example, Fin- 
land’s law hit only 500, 1,000 and 5,000 mark banknotes, leaving the 
smaller notes and all bank deposits untouched. In France (II), only 
5,000 franc notes weré subject to the blocking provisions, while the first 
. Austrian reform blocked only bank deposits. In the majority of cases, 
though, large portions of the liquid asset supplies came under the block- 
ing regulations. 

In the second phase of the programs, the basic allotments and 
releases of funds were made on several bases: (1) per capita; (2) the 
average monthly wage bills of employers; .(3) the date on which the 
deposit was first opened; (4) the type of liquid asseteowned; and (5) 
the amount of liquid assets owned. The per capita allotments were made 
so that consumers would have enough to live on until their next pay 
checks. The releases to employers enabled the flow of wage and salary 
payments to be resumed. Finally, the partial deblocking of deposits was 
oftentimes accomplished on discriminatory bases—favoring all deposits 
opened before the outbreak of war (“good deposits”), treating more 
harshly those opened during the occupation (“bad deposits"), in a 


1 The provisions in the Netherlands and Austria were so involved as to be almost 
beyond imagination, One need only mention that during the life of the Dutch program— 
it lasted for over six years—there were free deposits, clearing accounts, blocked accounts, 
option accounts, investment accounts, and several other forms under which funds were tied 
up. In Austria, after the appearance of the second reform in 1945, there were six differ-* 
ent types of deposits in existence, The distinctions were based on the zone in which the 
individual resided, the date the bank deposit was opened, and the reform under which 
the deposit was regulated. By the time the,third reform came along—the provisions of 
which cancelled outright some deposits, converted others on a deflated basis, left others 
untouched, converted a few into forced loans, and blocked still others for a short period 
of time and the remainder for longer periods—the average depositor was sorely pressed to 
determine what he fully, only partially, or did not own. The Belgian program also became 
tangled in many complications, and in Czechoslovakia a Currency Liquidation Fund had to 
be introduced to administer the final stages of that program. 
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few cases favoring savings deposits over otaer types of asset holdings, 
and usually granting somewhat larger percentage releases to owners of 
small holdings than to the wealthier owners. 

The third and final phase of these reforms—the gradual deblocking 
of all, or part of, the immobilized funds—was pursued with some 
marked differences from country to country. These differences were 
revealed in (1) the methods used to deblock funds, (2) the percentage 
of funds ultimately returned to their owners, and (3) the rapidity with 
which the funds were returned. We will briefly consider each of these. 

There were generally four :ypes of releases made: (a) releases, on 
special request, to individuals who had been especially hard hit finan- 
cially by the war and occupation, or to invalids, oldsters and others; 
(b) releases for the payment of taxes, the purchase of government 
bonds, and in some instances for the purchase of insurance policies and 
other financial and real assets; (c) automatic blanket releases after a 
specified period of time had elapsed; and (d) discretionary blanket: 
releases in the light of the economic situation as it developed month 
by month. Many countries relied upon all four methods of releasing | 
funds, but even in these cases the emphasis was often quite different. 

There were also differences with respect to the percentage of blocked 
accounts ultimately released to their owners. In a few instances, all, or 
almost all, of the blocked funds were returned. This was true in France 
(I and ID, Denmark, Norway, and Finland. In other countries, large 
portions of these funds were wiped out in one way or another in the 
later stages of the programs, and in these cases the reforms were, in 
effect, similar to the Type One programs, in which the total supply of 
liquid assets was reduced at the outset. In Balgium, for example, after 
the initial allotments were made, the authorities segregated all blocked 
deposits into two categories: temporarily blocked deposits (40 per cent 
of the total}, and permanently blocked deposits (60 per cent of the 
total). The latter-portion was largely eliminated by the conversion of 
these deposits into forced loans and the subsequent redemption of the 
loan certificates with funds derived from special capital levies. To some 
extent, this path was also followed in the Netaerlands, Czechoslovakia, 
and Bulgaria (I). In one country, Austria, the authorities simply can- ~ 
.celled a portion of the blocked deposits. 

Finally, of the funds ultimately released, a major portion of thern was 
released in a few days or weeks in some countries, while in others the 
. programs continued for years. In f'rance (I) the funds were released 
almost immediately, in France (II) and Denmark, after only a few 
months, and in Belgium, the Netherlands, and Norway, only after 
several years; The percentage cf funds released and the rapidity with 
which they were released depended primaril; upon the objectives of 
the programs. Whenever the principal objective was to contain inflation, 
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the funds were usually deblocked slowly and then only in part. In other 
‘cases, the bulk of them was released rapidly. ` 
The Type Two programs were, on the whole, quite different from the 
Type One reforms with respect to their treatment of prices and wages. 
In the former, the flow magnitudes of the economy were generally left 
unchanged, while in the latter, as we have seen, they were often drasti- 
cally altered. The primary purpose of the authorities in carrying out 
many of the Type Two reforms was simply to skim off the excess 
- liquidity, at prereform prices and wages. Thus, although the average 
Norwegian had less liquid assets after' monetary reform than he had 
before, the prices he paid for consumer goods and the wages he re- 
ceived were approximately the same a week after the reform as they 
' had been just prior to it. 


The Type Three Reform 


Enough has been said above to make it unnecessary to delve deeply 
into the provisions of the Type Three monetary reform, inasmuch as 
these programs incorporated the principal features of ‘the other two 
types. In this set of reforms, the liquid asset supply was reduced at the _ 
outset by the application of deflated rates of exchange to old currency 
and deposit holdings, but, in addition, a portign of the remaining supply 
was frozen in blocked accounts. 

The reform carried out in West Germany in 1948 offers a typical 
example of the measures to be found in this hybrid type of program.” 
- In that country, all banknotes were called in and bapk deposits were 
declared between June 20 and 26. Each person then ‘received 60 new 
deutschemark notes (DM) for 600 old reichsmark notes (RM). Em- 
ployers were presented with 60 DM per employee for 600 RM.** Most 
bank deposits were converted at the same rate—10 RM for 1 DM— 
and one-half of the resulting DM balances was freed and the other half 
blocked. During October 1948, 70 per cent of the blocked balances were 
cancelled, 20 per cent were transferred to a free account, and 10 per 
' cent were made available for investment in certain securities to be 
specified later. 

The Soviet-sponsored reform in East Germany was | quite similar to 
the program conducted in the western zones.” One difference, however, 


' There is à wealth of material available on this reform. See, for instance, F. A. Lutz, 
' “The German Currency Reform and the Revival of the German Economy," Economica, 

May 1949, XVI, 122-42, and H. Mendershausen, “Prices; Money and the Distribution of 
' Goods in Postwar Germany," Am. Econ. Rev., June 1949, XXXIX, 646-72. 

“It was at first believed that the initial per capita and employee allotments were 
made at par. The actual rate of exchange was not made appafent until a week later. 

1 See, Haut-Commissariat de la Republique Francaise en Allemagne, Étude d'Ensemble 
sur la Situation Economique et Financière de la Zone Zoviétique d'Occupation en 
Allemagne de 1945 à 1950 (Berlin, Mar. 31, 1950). 
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. was that savings deposits were converted at differential rates: one-to- 
- one for the first 100 marks, five-to-one for the next 900, and ten-to-one 

for all in excess of 1,000 ma-ks. The first Rumanian reform was also 
patterned along these lines, except that the amount of the initial allot- 
ment was more dependent on zhe economic class in which the individual 
found himself.? For example, farmers were highly favored as to the 
amount of banknotes that they could exchange for new ones. On the 
other hand, unemployed perscns, military personnel, and individuals in | 
work camps and prisons were permitted to exchange substantially 
smaller sums. Moreover, certein commercial firms were granted no con- 
version rights at all. The exchanges were made at the rate of 20,000-to- 
one, and, in addition, a porticn of the new funds was blocked and only 
gradually released in the late- stages of the program. 

'The monetary reform in West Germany was accompanied by a gen- 
eral decontrol of prices and wages, while in Rumania (I) the price and 
wage structures were ccmplezely revised and lowered. East Germany 
and Yugoslavia apparently maintained the flow magnitudes at approx- 
imately the same levels and kept them under controls. 


III. Objectives of the Monetary Reforms 


The European reformaprograms had a variety of objectives. There 
were first those objectives which were concerned with the prevention 
or the termination of irflationary spirals. Other objectives were con- 
cerned with surveys of asset distribution, the redistribution of asset 
holdings, and the achievemen: of other social goals. 
Anti-Inflationary Objectives . d 

'The principal aim of many of the monetary reforms was to dampen 
without delay the inflationary pressures on prices and wages which 
appeared in force throughout Zurope during the early years of the post- 
war period. It was generally expected that the reduction or partial 
blocking of liquid assets wouH achieve this end by reducing aggregate 
demand for goods and services, increasing incentives toward work, and 
decreasing the hoarding of gcods. 

The monetary reform was expected to reduce private spending in 

. two ways. First, it was anticipated that the loss of liquidity by families 
and businesses would make them feel poorer, and hence out of a given 
disposable income less would 5e spent for consumption and investment 
goods. The removal of excess iquidity from the economy, accompanied 
by tight controls over bank leans, would, it was anticipated, render it 


. 
*% The basic provisions of tkis reform may be found *"in. Bulletin d'Information et de 
Documentation, Banque Nationale de Roumanie, July-Sept. 1947, pp, 152-55, 
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impossible for large-scale private deficit spending to occur. These expec- 
tations prevailed even in those cases in which the supply of money was 
not reduced at the outset, but only partially blocked for varying periods 
of time. Second, the very act of complying with the provisions of the 
monetary reforms—e.g., standing in long lines before banks to sur- 
render (permanently or temporarily) the major portion of one’s liquid 
funds—would dampen individuals’ expectations of rising prices, and it 
would induce them to spend less out of disposable incomes. Thus the 
technical provisions of the monetary reform would reduce (or partially 
block) the money supply, and the “psychological shock” of the program 
as a whole, it was thought, would decrease income velocity. In a few 
countries, special emphasis was placed on the shock effect as the princi- 
pal virtue to be expected from the monetary reform. 

The reform, by suddenly reducing the supply of liquid assets availa- 
ble.to individuals, was also expected to increase incentives toward work. 
The excessive supply of these assets—Trelative to money national income 
—that was generated during the war and occupation by government 
deficits and export surpluses led many workers to take extended vaca- 
tions after liberation. In a few countries, such as West Germany, the 
volume of liquid assets owned by a sizeable portion of the population 
was probably equivalent to one or two years’ supply of consumer goods 
which individuals could reasonably expect to purchase under existing 
rationing measures. Consequently, many workers in these countries left 
their jobs, or worked part-time only, since an extra unit of currency 
from work had a zero or negative net marginal utility, whereas an extra 
free hour during the day to loaf or scout around for "deals" had sub- 
stantially more. The monetary reform was expected to send the-major- 
ity of the vacationers and “non-producers” scurrying back into the 
labor force as soon as they found themselves without funds. 

Finally, it was anticipated that the loss of liquidity by merchants 
would induce them to relinquish their hoardings of inventories, and 
that this ih turn would halt the price increases and at the same time 
convince the population that the reform had brought about an increase 
in the supply of consumer goods. Expectations of falling prices would 
then become prevalent and would serve, it was hoped, to dampen cur- 
rent spendings. The reforms were supposed to dry up black market 
activities and make it profitable for merchants to offer, and possible for ` 
individuals to purchase, the bulk of consumer goods in legitimate trade 
channels. R i 


Other Objectives 


Not all of the reforms’ however, were introduced primarily for anti- 
inflationary purposes; in several instances, these considerations did not 


) 
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even constitute immediate secondary objectives. The authorities in 
some countries initiated the reform programs in order (1) to conduct 
-a survey of liquid asset distribution, (2) to redistribute liquid holdings, 
or (3) to achieve other social goals. 

The distributional surveys were expected to serve several purposes. ` 
First, they were to prepare the way for subsequent capital levies and 
capital increment taxes. Capital levies were very popular in postwar. 
Europe, and whatever success some of them had was in no small part 
due to the data collected during these asset inventories. The pertinent 
provisions called for the declaration of banknote, deposit, and security 
holdings, and at times other assets, as we have seen, such as insurance 
policies and jewelry had to be revealed. The levies were generally not 
designed as anti-inflationary but rather as burden-sharing measures, 
and in this sense the monetary reform was an indirect means of redis- 
tributing asset holdings.'? 

An aim common to all of the earlier reforms was to prevent the infil- 
tration of old banknotes and other assets that had been carried outside 
the country during the occupation. This was taken care of in part by 
the currency provisions which declared all outstanding banknotes no 
longer legal tender, and which offered the opportunity to each person to 
exchange his old notes for new ones. By this technique the authorities 
were able to take stock of the banknotes still within their borders and 
to make certain that they (the authorities) would not be subject to 
future competition from potential “monetary authorities" outside the 
country who held large amounts of the old notes. 

Anothet purpose of the surveys, widely advertised by many of the 
governments, was to catch black-marketeers and other Illegal operators. 
As old banknotes were turned in for new ones, the authorities made 
special note of those individuals converting large amounts of high de- 
nomination bills—the types generally used for nefarious purposes. In 
many cases; deblockings were not granted until the sources of funds 
had been thoroughly investigated by the authorities. Lastly, the survey - 
data were often compared with prewar data on asset holdings in order 
to locate the large income recipients of the occupation period, the pur- 
pose being the collection of long-overdue income taxes.  . t 

Jt was generally recognized that the monetary reform hit only a narrow range of 

" assets, permitting all other assets to escape. But it was sometimes assumed that those who 
had profited the most during the occupation had had insufficient opportunities to dispose 
of their liquid holdings, Also, some governments desired to remove a portion of liquid 
funds from circulation only temporarily. Since these funds were due to be returned to their 
owners, it was felt that it would be a waste of time to compute the contribution of each 
person on any other basis. Most of the authorities, however, planned to “equalize the 
burdens" by means of capital levies at a later date. Almost all countries went through 


the motions of applying these levies, but in many cases they were weak measures arid only 
in small part corrected the original “inequities.” 
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The second general objective of the reforms, more prevalent d in east- 
ern than in western Europe, was to redistribute liquid asset holdings; 
when the reforms were accompanied by wholesale alterations of the 
price and wage structures, they were often expected to redistribute 
incomes, too. The large volume of liquid assets, unquestionably dis- 
tributed in a more uneven fashion than postwar incomes in many areas 
of Europe, threatened to swing a heavy share of current output toward 
the large asset-holding groups if they chose to reduce their holdings. 
Many governments, especially in eastern Europe, sought to stave this 
off through the reform provisions. For example, large asset holders 
were often accorded relatively unfavorable terms upon which their old 
assets could be exchanged for new ones. Prices and wage-rates were 
then reset to make it difficult for these same groups to accumulate large 
asset holdings in the future. 

Finally, in some eastern European reforms, other social goals were 
envisaged by the authorities. These included the suppression of *capi- 

' talist elements,” the achievement of farm collectivization programs, and 
the general strengthening of the government's position for the pursuit 
of future social programs. The attempt to attain these goals was re- 
flected, in part, in the unfavorable conversion rights granted to private 
enterprisers and independent farmers. Also, in several cases, the reforms 
were introduced at the end of pay periods, which guaranteed that the 
‘workers would be caught with few cash balances, and thus would suffer 
relatively little from the exchange provisions. 

As stated above, the majority of the reforms were intended to combat 
inflation. All of them, however, were concerned with other objectives as 
well, while a few in western Europe were initiated almost exclusively 
for other than deflationary purposes. 


IV. Evaluation of the Monetary Reforms 


Achievement of Objectives E 


How successful were the monetary reforms in achieving these objec- 
tives? Aside from their anti-inflationary aims, they appear to have been 
successful in the majority of cases. The banknote exchange provisions 
did alleviate several of the currency disturbances arising out of the 
occupation, and they enabled the authorities to counter, to some extent, 
black-market activities. The blocking measures presented a breathing 
spell to governments during which time distributional data were col- 
lected. These data were then used to make capital levies more effective. 
When progressive conversion rates were employed, assets were redis- 
tributed in a matter of days. When these and other forms of discrimin- 
atory rates were used, certain economic classes were probably rendered 
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impotent, or at least they became more amenable to their government's 
desires. 

The reforms in France (I and II), Denmark, and to a large extent in 
Norway were primarily designed to achieve several of these objectives, 
for after the banknote exchanges and the asset inventories had been 
made, all or most of the blocked funds were promptly returned to their 
owners. In fact, France (I) did not even bother to block deposits at all, 
while the Danish law stated that part of the blocked funds would be 
released a month after the initial blocking, and the remainder three 
months later. Within three or four months after the introduction of the 
Norwegian program, the major portion of blocked accounts was re- 
leased. Since, by and large, these programs accomplished what they set 
out to do, they must be judged successful. However, considering only 
the above objectives, most of the other reforms succeeded, too. For 
example, it appears beyond doubt that several of the eastern European 
countries were successful in significantly redistributing liquid assets ànd 
in furthering other socialist programs via the monetary reforms, even 
though these reforms were principally conceived as anti-inflationary 
weapons. 

But the majority of the monetary reforms should be judged primarily 
with respect to their anti-inflationary aims, and from this standpoint the 
reforms on the whole were disappointing. In fact, several of them were 
outright failures. It is, of course, extremely difficult, if not impossible in 
many cases, to separate the effects of the reforms from those of other 
events and policies occurring simultaneously or shortly afterwards. In 
Belgium, for instance, only fair success seems to have been attained, but 
shortly after its monetary program, the Belgian government was com- 
pelled to run substantial deficits in order to meet certain expenses con-: 
nected with the presence of Allied armies within her borders. These 
deficits almost swamped the initial, favorable effects of the reform, and 
render it vittually impossible to ‘judge what the full impact of the 
reform might have been. The same may be stated for the Austrian (II) 
case, while in several of the eastern European countries the presence of 
tight controls over prices and wages, the radical changes in political 
power, the growing proportion of socialized ownership of the means of 
production, not to mention the lack of available data and the recent 
dates of three of these reforms, make it especially difficult to appraise . 
the programs. 

In a few cases, though, the verdict appears to be clear-cut. In western 
Europe, the reform that achieved the most impressive results was that 
of West Germany, and of these results the most dramatic were the 

‘return to the work force of many workers fr&m “unproductive” occu- 
pations and idleness, and the reduction of absenteeism in the factories. 
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As a consequence, real output increased sharply in this country during 
the half-year following the sudden reduction of liquid assets. In addi- 
tion, a day or two after the monetary reform the supply of goods in 
legal channels increased as if by magic. Although this phenomenon was 
due almost entirely to the diversion of goods from “black” to legitimate 
channels and to the dishoarding of goods by merchants who had antici- 
pated the currency measures, the fact remains that the shop displays 
were sufficiently impressive to convince many that the worst was over— 
that consumer goods would henceforth be easily available at “reason- 
able" prices. Current spending patterns responded accordingly. To a 
lesser extent, the same phenomena appear to have taken place in 
Austria (III), the Netherlands, and a few other countries. In eastern 
Europe, most facts indicate that the USSR and Hungary (II) had a 
large measure of success with their reforms. Not enough time has 
- elapsed to warrant any statement about the second reforms in Poland, 
Rumania, and Bulgaria. 

On the other hand, Finland, Greece, and Austria (II) apparently had: 
little or no success in dampening inflationary pressures with monetary 
reforms. The same may be said for the Polish (T), Rumanian (I), and 
Bulgarian (I) reforms, and there is no doubt that the first Hungarian 
‘program failed miserably to halt inflation. Also, inflationary pressures 
were not quelled to any significant extent by either the French (II) or 
Czechoslovakian measures. 

Thus, here and there, some dramatic, anti-inflationary results were 
attained by countries utilizing the reforms, -but there were several fail- 
ures and, it appears, many partial successes only. The persistence of 
inflation throughout most of Europe.during 1946-47, and the necessity 
of several countries to resort to the monetary reform a.second or third 
time, is evidence that all of these programs did not enjoy complete 
success. One is forced to conclude that, on: the whole, the programs 
achieved much less than had been expected of them, 


Some Causes of Failure 


What were the reasons for the complete or partial failure of some of 
these programs? First, the reforms. were not capable of overcoming 
many of the supply (of godds) difficulties of the early postwar period. 
Second, in practice they probably did not reduce private spending to 
any appreciable extent. Third, they were accompanied by inappropriate 
government policies and other unfavorable events. 

In the face of large private demands, real output in many areas of 
Europe during the early postwar years remained far below prewar 
levels. This was not dug to a, large volume of involuntary unemploy- ` 
ment, but rather to such factors as the wartime destruction and neglect 
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-of capital equipment, the neglect of land ertility, the loss of land area 
to the USSR, the depletion of inventories, the incapability of many to 
work at normal speeds for an average workday because of mental 
exhaustion and undernourishment, and firally to voluntary idleness. In 
so far as the last phenomenon was caused. by excessive liquid holdings, 
the monetary reforms were capable of a‘fecting work incentives, and 
hence dampening inflationary pressures. In some countries this was a 
significant factor and it was here that the reforms achieved some of 
their most impressive results. But, in other countries, this was not an . 
important element in the inflationary picture, and in all cases the 
reforms were not designed to cope with the other supply difficulties. 
However, compared with other anti-inflationary weapons, the monetary 
reform from this standpoint was not unique; other measures would 
probably have fared no better and, as we shall observe below, might 
well have proved less effective in increasing work incentives. 

The reforms were also weak anti-inflationary measures because they 
failed in many instances to reduce zppre-iably private spending. It is 
probable that the most serious shortcominz of these monetary programs 
was that they relied almost exclusively on the liquidity effect to dampen 
spending, and left untouched real disposable incomes; the latter were 
not directly affected since prices, wage rates, and other regular pay- 

‘ments were either converted at par, or were lowered proportionately.”° 
In, many instances, it is possible that th» liquidity effect would have 
been weak even if the programs had been carried out in the most effec- 

. tive manner. There i is, of course, no way to prove this, but it can be 
said that, whatever the maximum liquidity effect might have been, in 
practice this force was probably quite weak in a number of countries 
for several reasons. - g 

First, even when liquid assets were reduced ať the outset of the . 

,programs, it was not impossible for iamiles who, in the absence of the 
reform, would haye spent less than the:r incomes to maintain their’ 
same rates of spending if thev so desired. Some of the reforms in fact 
encouraged them to maintain these rates, since funds were blocked only 
temporarily with the tacit understanding that most or all of them 
would be returned eventually. It is inconc2ivable that temporary block- 
ing of this sort could have had much influence on the spending habits of 
many families. 

Second, in many cases, a large number of families probably lost little 
through the currency exchange proyisions. To begin with, liquid assets 
were undoubtedly so heavily concentrated in the upper-income classes 
„that many families in some.of these co: mamie had nothing much ‘to 


2 In a few cases, it appears as though substantial redistributions of disposable incomes 
took place, which undoubtedly altered spending ‘patteras, too. 
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lose during the exchange process. Since their current (real) incomes 
remained approximately constant, these families might well have main- 
tained their prereform spending rates. It should also be recalled that 
several reforms utilized progressive conversion rates, so that even if 
low- and middle-income groups held sizeable blocks of liquid assets, 
they were often hit lightly. Furthermore, some reforms did not affect a 
large proportion of total liquid holdings in any case. For example, the - 
- Finnish program hit only 8 per cent of total currency and deposits. In 
France (II), only 5,000 franc notes were affected, while in Hungary (1) 
all deposits escaped the exchange provisions. Moreover, in almost every 
case, government and private security holdings, life insurance policies, 
'and other forms of liquid wealth were not subject to the conversion 
laws. Such partial reductions probably had little effect on either con- 
sumer or business spending. 

In some of the blocking programs, not only was the public under the 
impression that its funds (or most of them) would be released in time; 

. but large portions of these blocked accounts actually were released so 
rapidly as to negate whatever favorable effects the reforms might have 
initially enjoyed. Funds were not only réadily deblocked for the pay- 
ment of taxes, the purchase of, government securities, and for emer- 
gency expenditures (the latter were sometimes defined as those expendi- 
tures which the family was in the habit of making but which it could 
not make now that its funds were blocked! ), but blanket releases were 
made in such volume as to quickly undermine the reform measures. 
This was true in varying degrees in Belgium, Czechoslovakia, Austria 
(IT), and the Netherlands. 

Finally, in practice, the liquidity effect may also have been weak due 
to the fact that some of the reforms might have given rise to anticipa- 
tions of second or third programs. To the extent that this was true, 
individuals and businesses would be reluctant to hold currency. and 
deposits for fear that these assets would be hit again. To protect one- 
self against the type of monetary reform conducted in Europe, one had 
only:to consume income or to hold wealth predominantly in either real 
assets or, in most cases, private securities. There is some evidence that | 
the Austrians and Hungarians’ reacted unfavorably to their initial re- 

. forms, and it would be surprising if families in Rumania, Poland, and 

Bulgaria were not at this time hesitant to hold the types of assets 

affected by the two reforms in each of those countries. One monetary 
reform may not give rise to a flight from money, but it is extremely 
doubtful that most individuals will remain calm after a second or third 
program within, say, a five-year period. It is probably true that mone- 
tary reforms are also subject to diminishing returns. ' 

Through no fault of their own, several of these measures failed to 
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halt inflation because of inappropriate government actions which 
accompanied or shortly followed them. These included relatively high 
government expenditures coupled with inadequate tax receipts, and: 
easy bank credit policies. 

Government expenditures in many European countries during 1945- 
46 were "necessarily" large for a number of reasons. First, several 
countries were compelled to meet partially the expenses of the Allied 
‘armies situated within their borders. Others were required to pay 
reparations, and all felt obligated to meet partially the costs of recon- 
struction of homes and factories, the rehabilitation and relocation of 
large segments of the population, and other social welfare programs. 
Primarily in eastern Europe after 1947, but also in some western Euro- 
pean countries (such as Norway), heavy industrialization programs 
necessitated large government outlays. These spendings, coupled with 
large private spendings out of relatively high disposable incomes, soon 
offset, in some countries, the initial, favorable effects of the reforms. 

But, would it not have been possible to boost tax rates to levels . 
sufficiently high to offset the inflationary impact of these governmental 
outlays? There are simply too many countri2s under consideration here 
to permit a general answer to this question. However, a few factors, 
common to most countries, suggest that an all-out income tax program 
in 1945-46 to accompany the monetary reforms might not have been 
feasible or possible. Many governments were not able to move rapidly 
in the income tax field for lack of trained personnel to handle the job. 
In some instances, it would have required years to gather together and 
train these personnel. ^: But, even if the administrative,set-up had been 
adequate, it was considered quite likely that higher income tax rates 
might yield only a small increase in tax revenues. Tax morality was at 
its lowest ebb immediately after liberation, in large part because the 
evasion of regulations during the occupatior: was considered by many 
as honorable, and these attitudes were carried over into the postwar 
period. When this factor was linked, in the minds of the authorities, 
with the longstanding propensity of farmers and other groups, in some 
areas of Europe, to evade taxes, income taxation as a main weapon 


. * Nor was it possible for many of these governments to impose widely based capital 
levies immediately after the war. The pertinent inZormetion of wealth distribution was 
not on hand, and it would have required months, perhaps years in some cases, to bring 
together these data. On the other hand, the monetary reform dealt only with those assets 
whose ownership patterns were known, or could be known in a short period of time. 
Bank deposits were ideal assets from this standpoint, whil» banknotes, unlike bathtubs and 
land, could be recalled and exchanged for new ones on the terms set by the authorities. 
'The major share of the administrative tasks fell or. existing financial institutions which 
had only to increase their"staíís to handle the extra loads These tasks were lightened, of 
coursey by the very nature of the assets affected, which made evasion of the provisions of 
the law practically impossible, 
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against inflation did not seem to offer much promise of success. In any 
case, however, the fact remains that an inadequate tax program, given 
the relatively high levels of government expenditures, upset the reform’s 
applecart in several of these countries. 

The initial effects of a few of the reforms were also negated by 
credit policies which were incapable of preventing sharp increases in 
bank loans to businesses and individuals subsequent. to the monetary 
reforms. If funds could not be deblocked, large private spendings were 
occasionally financed by supplementing current incomes with bank 
borrowings; sometimes, the collateral used was the blocked deposit! 
Such was apparently the case in Austria (II), Greece, and one or two 
other countries. Many governments for social reasons were reluctant to 
: raise interest rates. Higher rates would have had a disturbing influence 
on house building and on rents of new houses,” and would have yielded 
higher incomes to the rentier class. Debt management considerations, 
as in this country, sometimes were successful in preventing upward 
movements in the interest rate structure. 


V. Conclusion: Monetary Reforms and Orthodox Measures 


The excessive volume of liquid assets in Europe apparently. exerted 
its effects in at least two ways: (1) It increased private spendings out 
of disposable incomes, and (2) it weakened work incentives. In many 
of these countries the first phenomenon appears to have largely over- 
shadowed the second. In others, the second phenomenon was particu- 
larly potent. Such nonuniformity in the liquidity effect was,-to a large 
extent, due to differences in the volume of excess liquidity existing in 
these countries. As individuals gained excess liquidity, it is quite likely 
that their attentiof was first directed to the possibility of increasing 
their spending and not to the possibility of reducing their working. 
hours. However, as excess liquidity continued to grow, attention was 
turned more and more to the second possibility." Some individuals 
worked fewer hours per day, or fewer days per week, but for many 
' there was little leeway to adjust these hours. The relevant decision, in 
many cases, was whether to continue work or to quit work altogether, 
and such a decision was a major one. Therefore, only when excess 
liquidity had reached very large proportions did a significant segment 
of the labor force voluntarily give up work for a time to live off accumu- 
lated assets. On the other hand, spending probably grew continuously 
as liquidity grew, even though thé total liquidity effect on spending 
might have been weak. 

Thus, the results of the monetary reforms were almost bound to be 


? See, B. Ohlin, The Problem of Employment Stabilization (New York, 1949), p. 23. 
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more dramatic in some countries than in others, aside from differences 

in the administrative efficiency and vigor witn which the reforms were 

carried out. For many countries, the most thet could be hoped for was 

' some slackening in the rate of spending once excess liquidity had béen 

removed. In those cases in which the liquidizy effect on spending proved 

to be slight, the monetary reform was no: z potent anti-inflationary 

weapon. Moreover, even where this effect might have been potentially 

large, in practice, as we have seen, various defects in the reforms them- 

selves weakened théir impact on.spending. On the other hand, in 'those 

few countries where excess liquidity had grown so large as to affect 
seriously work incentives as well as spending, the reforms appear to 

have been highly successful in spite of several of the same types of 

defects which were found ir: less successful reforms. While these defects 

frequently weakened the liquidity effect on spending, they probably 

seldom weakened this effect on work incentives. For example, tempo- 

rary blocking might not have altered significantly the spending habits 

of individuals who were currently working, but it undoubtedly induced 

the majority of the. voluntarily idle to return to work. Thus, where the 

monetary reform was least needed it had to be highly efficient to be at: 

‘all effective, and where it was most needed it could suffer certain de- - 
fects and still succeed admirably. . 

Would it have been possible for many of these countries, from the 
standpoint of inflation control, to have dispensed with the monetary 
reform altogether? That is, aside from administrative and similar con- 
siderations, would it not have been possible for these countries to have 
dampened’ inflationary forces with higher income taxes and tighter 
credit controls, without the utilization of the monetary reform at all? 
‘While no general answer to this question is possible, one suspects that 
in several countries the reforms would have been of no great value as ` 
anti-inflationary measures, even if they had been carried out with the 
highest efficfency., For example, in Finland the inflation was largely 
due to a heavy rate of investment spending which set off a price-wage 
spiral. Investment spending was heavy because of refugee reallocation 
problems, the reconstruction of Northern Finland, and the necessity of 
building new industries to meet reparation cemands from the USSR. 

- In the face of this situation, the 1945 monetary reform, which reduced 
the volume of banknotes in circulation, was a straw in the wind. The 
introduction of monetary reforms in such cases was due either to fac- 
tors that had little direct connectjon with inflation control-—such as 
taking inventory of banknotes still within the country—or to a mis-. 
placed emphasis on quantity theorizing whick led many authorities to . 

. focus their attention on “stocks” to the neglett of flow magnitudes. 
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But in many countries the reform, or something similar to it, was 
probably an essential part of any over-all program to control inflation. 
This was obviously true in such countries as West and East Germany. 
and Austria where excess liquidity had largely destroyed work incen- 
tives. But the case for the monetary reform was almost as compelling in 
the other countries. Consider the alternative measures faced by the 
authorities in these countries. So far as income taxation was concerned, 
. the impact of excess liquidity -on spending meant that, with a given 
rate of government expenditures, tax receipts had to comprise a larger 
proportion of national income than they otherwise would if inflation 
were to be avoided. But since excess liquidity also made individuals 
less dependent on their current incomes for current expenditures, a 
given ratio of tax receipts to national income was more likely to kill 
incentives toward work than if excess liquidity had not been present. 
Thus, the existence of this liquidity created a dilemma for the authori- 
ties in a number of European countries. An excessive volume of liquid 
assets necessitated an increase in tax rates and at the same time made 
it especially dangerous, from the standpoint of incentives, to maintain 
the existing level of.rates. 

Central bank measures were also probably weak in a number of 
countries in which liquid holdings were excessive. The presence of these: 
holdings undoubtedly made some families and business firms less de- 
pendent on bank loans as supplements to their current incomes, and 
hence less sensitive to changes in interest rates and in the tightness of 
the money markets. Furthermore, orthodox monetary policy was not 
capable of significantly altering the total supply of liquid assets, even 
though it was capable of altering the composition of that supply. In 
some countries, excessive liquidity created too many “self-sufficient 
islands” within the economy for the successful pursuit of conventional 
monetary measures. 

The authorities in some countries also felt that, in the presence ofa 
large stock of liquid assets, the continuance of direct controls over 
prices and wages—that is, the continuance of the disequilibrium sys- 
tem—would be futile. In many areas of Europe, the termination of 
fighting brought with it not only a decreased desire to obey regulations 
_ but also widespread anticipations of rising prices as part of a postwar 
inflation. In addition, large segments of the population had little desire 
to go on accumulating claims to output in the face of an already abun- 
dant supply of these claims. Even if work incentives had not been 
seriously impaired at the time, there was always the danger that the 
continuance of the disequilibrium system would ultimately lead to a 
general deterioration of these incentives. The West German case is, of 
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, THE INTERNATIONAL TRADE PHILOSOPHY 
"^. OF CORDELL HULL, 1907-1933 


By Wittiam R. ALLEN* 


“We urgently need more economics and less selfishness and politics in deal- 
ing with tariffs." Cordell Hull, Congressional Record, April 14, 1926, p. 7472. 


It is a commonplace that economists generally, and perhaps interna- 
tional trade theorists more than most, have not been permitted to make 
their maximum potential contribution to the formulation of public 
policy. Typically, men slightly versed in economic principles and little 
inclined to consult the academic specialist have framed our commercial 
policies. In light of the divarication in this field. between the policy- 
maker and the economist, it is rather curious and certainly unfortunate 
that very. limited study has been devoted to tariff debates? Economic 
analysis usually has been conspicuous by its absence or perversion in 
the determination of American tariff policy; and economists have been 
disinclined to concern themselves with the problems either of how best 
to disseminate their reasoning and conclusions among legislators and 
the community or of the consequences of the imperfect mobility of their 
‘ideas.? In any case, whether the economist should strive generally for a 
more active róle in formulating policy or be content with a passive, 
spectatorial mjssion of detached analysis, it behooves him not to aban- 
don entirely the study of legislative deliberations and processes to the 
political scientist,.the historian, and the psychologist. 

* The author, who is assistant professor of economics at the University of California,' 
Los Angeles, wishes to acknowledge the comments and suggestions of Profgssor R. S. Smith. 


The work was largely completed while the author held a fellowship of the Social Science 
Research Council. 


! One exception is the survey of the 1929-30 debates by F. W. Fetter, “Congressional 
Tariff Theory,” Am. Econ. Rev. (Sept. 1933) XXIII, 413-27. An analysis of the con- 
gressional committee hearings on the Hawley-Smoot bill is given by E. E. Schattschneider,. 
Politics, Pressures and the Tariff (New York, 1935). 


? Naturally, this is not to suggest that the point of view and the pressures affecting the 
mode of analysis are, or should be, identical for both the policy-maker and the academic. 
economist, See Jacob Viner, "The Short View and the Long in Economic Policy," Am.. 
Econ. Rev, (March 1940) XXX, 1 ff. Fetter (op. cit., p. 427) appears too sanguine in 
discounting the low quality of congressional debates as being merely a reflection of the 
public’s i ignorance and nationalistic inclinations. This is not the place to discuss the impli- 
cations in political theory of this interpretation. But for purposes of economic analysis, 
we should do well to heed Viner’s admonition against concludjng that, because the theories 
of a period can be explained*in light of the circumstances then prevailing, the theories 
(and congressional debates) can also be justified by appeal to these special circumstances. 
Jacob Viner, Studies in the Theory of International Trade (New York, 1937), pp. 110-11. 
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This ‘article is concerned with the views on foreign trade of Cordell 
Hull during his years in Congress.* Hull’s unusual interest and compe- 
tence in the field of international economics made it possible for him to 


be “both the spearhead of the movement towards a more liberal policy, 


for the United States anc a substantial part of its driving force."* 
Thus, the history of the Trade Agreements Program, which has fur- 
nished the core of United States economic foreign policy since 1934, 


would be inadequately told without considération of the long-held views. 


of the statesman from Tennessee. 

A review of the early international trade views of Hull may be con- 
sidered a case study of congressional trade theory. As such, the speeches 
and statements of Hull are both good and bad: good because they were 
given over a period of mors than a quarter of a century and were the 
product of a consistent, intelligent and conscientious public servant; 
bad because, by his virtues, he was rather an atypical congressman. 
Hul's theorizing, for all of its lack of sophistication as measured by 
the standards of the professional economist, was considerably higher in 
quality than that of almost all his colleagues. 

To Hull the commercial aspects of foreign policy were always ar 
paramount importance. He traces his interest in the tariff and other 
problems of trade to his first excursion into politics when, at the age of 
sixteen, he participated in the Cleveland-Harrison campaign of 1888.* 
In his first year in Congress, he decided to specialize in "revenue, tariff, 
and other forms of taxation, economics, and finance;"5 The basic ele- 
ments of hjs thought were held consistently throughout his career, and 
it needs only to be mentioned that his approach to trade policy enlarged 
during the first World War from considering the subject as just a do- 


mestic issue to viewing it also as a key to the problems of international ; 


welfare and peace.” 


. I. The Gains From Trade 


Nature and Purpose of International Trade. To the economist, inter- 
national trade theory centers around two points: the reason for and the 


* Hull had a long and significant career in Congress, He held a seat in the House of 
Representatives from 1907-30, except for the years 1921-23, and was elected to the Senate 
in 1930, resigning from the upper house in 1933 to become Secretary of State. From 1921- 
24, he acted as chairman of the Democratic National Committee, He was Secretary of State 
for almost twelve years—longer thar any other man has held the position, 

^H. J. Tasca, The Reciprocal Trede Policy of the United States (Philadephia, 1938), 
p. 82. Tasca presents a brief summary of Hull’s-trade philosophy (pp. 82-85). 

"The Memoirs of Cordell Hull (New York, 1948), Vol. I, p. 21. 

* Ibid., p. 46. . 

* Ibid., pp. 81, 84, 100-01, 352, 363-64. See also H. B. Hinton, Cordell Hull: A Biography 
(New York, 1942), pp. 148, 159, 163. 
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essential basis of trade (emphasized in the Heckscher-Ohlin approach) ; 
and, given these conditions of trade, the distribution of specialization 
and the direction of trade, and the gains from such specialization and 
exchange (still largely associated with the orthodox Ricardo-Mill- 
Marshall-Taussig line of thought). Except for the question of the gains 
from trade, Hull largely ignored these topics, and the gains which he 
discussed generally were not those stressed in economic theory. 

He did not attempt a formal statement of the comparative cost prin- 
ciple. While he paid considerable attention to the interdependence of 

imports and exports, he did so in connection with specific problems of 
, trade policy and in reference to the mechanism of trade, not. in regard 
to its basic nature and purpose. “Foreign trade,” he said, ‘ ‘is really the 
mutually profitable exchange by nations of their surpluses."* 


International trade is simply a system of barter or exchange of goods and 
products between nations. Each nation must sell its surpluses to other 
nations needing or desiring them, while in turn it purchases from others 
such goods and commodities as it may specially desire, chiefly those it 
does not itself produce at all, or in sufficient quantities, or the production 
of which is not economically justifiable.? 


Generally, Hull was much more impressed with the advantages of 
disposing of surpluses than with those of obtaining imports. The chief 
gain which did accrue from imports was lower production costs because 
of cheaper raw materials. Lower costs not only would allow cheaper 
prices for the benefit of the consumer but also would enable the pro- 
ducer to compete in the markets of the world, which, in turn, would 
both raise the general level.of economic activity and contribute to the 
community's welfare.^ But he emphasized that international trade 
“does not mean the displacement of established home production and 
trade of one country by that of another." On the one hand, imports are 
: largely noncompetitive, being either raw materials not domestically 


8 Congressional Record, Apr. 14, 1926, p. 7472. 


?]bid., May 10, 1926, p. 9103; see also ibid., Dec. 22, 1920, p. 634; Department of 
State Press Releases, June 17, 1933, pp. 448-49. (On this point, as on many others in the 
remainder of the paper, the author is prepared to furnish extensive documentation. Limita- 
tions of space make necessary only sample citations.) These statements are rather intriguing 
in their similarity to classical dicta. See Viner, Studies, ch. 8, 9. Note particularly J. S. 
Mill’s criticism (Principles of Political Economy, W. J. Ashley, ed., pp. 578-80) of Adam 
Smith's declaration (Wealth of Nations, Modern Library ed., p. 415) that one of the 
major advantages of trade is that "it carrie$ out that surplus part of the produce of their 
land and labor for which there is no demand among them, and brings back in return for it 
something else for which there is a demand." 

? Cong, Rec., June 9, 19119 p. 1816; ibid., Dec. 19, 1923; pp. 1182, 1184; New York 


Times, June 24, 1929, 10:2. In 1923, he repeatedly urged a reduction in the sugar tariff for 
the benefit of consumers. Ibid., March 24, 1923, 1:3. 


104 THE AMERICAN ECONOMIC REVIEW . 


available or semimanufactured and finished articles which cannot be 
profitably produced at home in sufficient quantities. On the other hand, 
disposal of exports generally involves the locating and developing of 
new customers and new markets for surplus production." 

Employment Effects: The Disposal of Surpluses. The point which 
Hull stressed probably more than any other after the war was the 
necessity o: selling surpluses abroad. In 1919 he stated that ''the 
biggest factor in our domestic prosperity during the coming years will 
be our foreign trade," and the export of “these ever-increasing sur- 
pluses” was the essence of the foreign trade problem.? The United 
States, so- his argument ran, is the world's greatest producer. Indeed, | 
we produce vastly more of many commodities than we can consume— 
the capacity to consume evidently being an absolute quantum, un- 
affected by possible alternative prices or income levels. Since, with 
reasonably :ull employment, we produce large surpluses, exports are 
essential, although the inflated export values of the war period would 
naturally decline somewhat. Our economy must enjoy substantial ex- 
ports, or there would inevitably result permanent unemployment and 
stagnation, only partially relieved by “dumping” abroad.** The moral 
was clear, assuming that we did not wish to curb the development of 
our productive potential: we must vigorously promote our export trade, 
in which policy “super-protection” could be nothing but an anomaly.” 
“Our chief expansion must be beyond the seas.’”** 

With his strong conviction that there is a significant causal relation 
running from trade policy to the level of economic activity, it was per- 
haps inevitable that Hull would claim that “every important panic since 
the Civil War has occurred either under Republican high-tariff admin- 


™ Cong. Rec., Dec. 19, 1925, p. 1182; ibid., May 13, 1929, p. 1208. 
? Ibid., Dec. 9,1919, p. 8744; see also ibid., Apr. 14, 1926, p. 7472. 
7? N.Y. Times, Nov. 18, 1925, 25:1; Cong. Rec., Jan. 3, 1929, pp. 1071, 1072. 


“While an artificial curtailment of trade results in losses because of misallocation of 
resources, it does not necessarily involve losses through unemployment; and thus, as 
mentioned earlier (see note 9), Hull repeats an error of Smith and as well deserves the 
censure of Mill. It is not here implied that Mill's analysis, which assumed perfect mobility 
of resources and was in the tradition of Say’s Law, is adequate. Nevertheless, it is not 
essential—as Hu'l' declared—to rely upon trade policy to maintain high national income. 
It should be added that Hull did not speak in terms of an export balance, and in the 
1930's he denied any motive to promote such a balance. Quite the contrary, he recognized 
that exports mus- sooner or later be matched by imports and vigorously condemned beggar- 
thy-neighbor policies. Thus, while his analysis implies perfect immobility of resources now 
in export industries, he evinced little concern ‘over the possibility that immobile factors in 
nonexport industzies might be embarrassed by increased imports. 


* Cong. Rec., Feb. 21, 1919, pp. 3955-56; ibid., Mar. 11, 1924, p. 3948; Press Releases, 
May 6, 1933, pp. 312-13, 313-14, 315. * 


% Cong. Rec., Feb. 21, 1926, p. 7472. 
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istrations or their high-tariff legislation?" The Great Depression, fol- 
lowing a period of boom which was not the result of high tariffs, was no 
exception. The “half-insane policy of economic isolation during the past 
ten years by America and the world under American leadership is the 
largest single underlying cause of the present American and world 
panic. . . .?* Almost every nation, in the interests of self-sufficiency, 
sought at once to stimulate production and to curtail trade, with the 
inevitable result of unsold surpluses, a disrupted commercial system, 
and disjointed economies.’® A necessary, although not a sufficient, con- 
dition for the restoration of prosperity—in addition to “indispensable 
and all-important” domestic programs—was the opening of the markets 
of the world to the natural flow of surplus commodities.” At the London 
Economic Conference, the Secretary of State emphasized that an effec- 
tive policy to this end must, in some form, be multilateral: ` 

. . . nations are substantially interrelated and interdependent in an ` 
economic sense with the result that international cooperation is a 
"fundamental necessity. . . . Many measures indispensable to full and - 
satisfactory business recovery are beyond the powers of individual states. 

. It is equally true that mutually profitable markets could. only be 
obtained by the liberalization of the commercial policies of other countries 
and this is only possible by the simultaneous action of all governments 
stabilizing exchange and currencies and reducing to a reasonable extent 
trade barriers and other impediments to commerce between nations.?* 


Political Stability and Peace. After becoming Secretary of State, Hull 
put much emphasis on the economic foundations of political relations. 
He did not sfress this consideration during his years in Congress,” 
although several times he indicated his belief that the major causes of 
war are economic in nature? And in 1929 he prophetically warned: 
"Economic questions more than all others will engross the attention of 


* Ibid., Feb. 21,1026, p. 7472. 

* Ibid., Mar. 24, 1932, p. 6788. “Had international trade, unfettered by universal tariff 
barriers, been permitted to increase according to the pre-war ratio, the many millions of 
unemployed wage earners in this and other countries would today be employed at full 
time.” N.Y. Times, Feb. 16, 1931, 20:1. 

'™ Cong, Rec., May 13, 1929, pp. 1205-1206; N.Y. Times, Sept. 27, 1931, 2:4; Press 
Releases, Apr. 29, 1933, p. 287. 

? N.Y. Times, June 2, 1931, 27:1; Press Releases, Dec. 16, 1933, p. 342. 

= Foreign Relations of the United States (Washington, 1950), 1933, Vol. I, pp. 638-39. 
And at the Montevideo Conference, Press Releases, Dec. 16, 1933, pp. 342-43. 

2 Hull’s own account of his intellectual development (see citation in note,7) indicates a 
greater concern in the political implications of foreign economic relations than is evidenced 
in his congressional addresses amd statements. 

? Cong. Rec., Dec. 9, 1919, p. 8743; ibid., Mar. 24, 1932, p. 6793. 
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this country and the world for many years to come.”** It was essential, 
therefore, in a world of growing economic interdependence, to achieve 
such reforms in commercial practices as would eliminate many of the 
causes of political conflict.” 

A condition of general depression tended to increase the intensity of 
economic fears and rivalries. The chaotic economic situation of the 
early 1930’s was, Hull felt, largely responsible for social unrest, degen- 
eration of “international ethics,” and the threat of eventual military 
conflict,”* 

Opportunities for eade. Throughout the period from the end 
of the first World War to the depression, Congressman Hull urged that 
America, in the face of new global economic conditions, should adopt a 
liberal commercial policy. The war had wrought both physical and 
financial changes: the immediate productive power of Europe had been 
reduced and disorganized while that of the United States had greatly 
expanded—raising the problem of “surplus” production here; the 
United States had been transformed from a debtor to a creditor; our 
share of the world's gold and of world trade was greater than before 
the,war; whereas foreign trade generally was demoralized, we had 
experienced a trade boom during and just after the war, with the value 
of foreign trade becoming a much larger percentage of domestic produc- 
tion than in previous years. In short, the United States had been thrust 
into the “dominant position in the financial and commercial affairs of 
the world."*' Hull continued in the late 'twenties to insist that this 
country possessed extraordinary trade opportunities which should be 
eagerly exploited? . ) 

Shortly after the elections of 1920, he observed that the United 
States faced the “momentous question” of whether it would adopt the 
“wise and philosophic policy” of maintaining “our present supreme po- 
sition in workl finance, commerce, and industry,” through a liberal and 

^^ Ibid., May 13, 1929, p. 1203. : 

"Economic peace offers the greatest assurance of permanent world peace. Artificial 
trade barriers invariably create bitter trade rivalry, vicious trade practices, and economic 
“wars, which in modern times have been the prelude to actual wars. Commercial power or 
control means political control and often military control as well. It becomes all important, 
therefore, to reduce to a minimum those trade discriminations, obstructions, and monopoly 
combinations, which breed serious antagonisms and strife in the efforts by nations to extend 
their commercial interests.” Ibid., Dec. 19, 1925, p. 1184; see also ibid., Feb. 26, 1915, 
pp. 4766, 4768; N.Y. Times, July 25, 1931, 1:7. 

* N.Y. Times, Sept. 27, 1931, 2:4; Press Releases, Apr. 29, 1933, pp. 297-99, i 

" Cong, Rec. Dec. 22, 1920, pp. 631, 632, 635; ibid., Mar. 11, 1924, p. 3947, Even 
` before the war, Hull chided his high-tariff opponents for their lack of confidence in the 
ability of the American producer to compete in world markets. Ibid., June 11, 1911, p. 1817. 


9 Ibid Apr. 14, 1926, pp. 7473, 7475. 
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vigorous commercial policy? or whether it would “as the only alterna- 
tive adopt the narrow, short-sighted, suicidal policy of commercial iso- 
lation.”® But proper trade policy was much more than a. purely do- 
mestic issue. He correctly observed in 1919 that conditions then pre- 
vailing would lead naturally to a readjustment of tariffs and of commer- 
cial relations, which would “offer a strong incentive to the renewal of 
tariff wars." It was thus of paramount importance to secure the general 
adoption of *certain prohibitions by which both individuals and nations 
shall be governed in their international financial and commercial activi- 
ties, thereby eliminating . . . unfair, hurtful, and trouble-making prac- 
tices and methods. . . ."** He considered the immediate postwar period 
a most propitious time to call an international trade conference, leading 
perhaps to a permanent trade-agreement congress or an arbitration tri- 
bunal, to establish *a code of commercial ethics," and he deplored the 
failure of the Paris Peace Conference to achieve an international agree- 
ment to abandon the more vicious trade practices.” 


? One of the elements of such a policy would be "negotiating wise reciprocal com- 
merical treaties." 


9? Tbid,, Dec. 22, 1920, pp. 634-35. 
*: Ibid., Feb. 21, 1919, pp. 3956-57. 


a fbid, Feb. 21, 1919, pp. 3955, 3956, 3960; 'zbid., Dec. 9, 1919, p. 8743. In February 
1916, Hull had prepared a resolution, which in modified form was introduced in the House 
in April 1917, calling for a trade conference at the end of the war. In 1916, Hull submitted 
a copy of his resolution to Secretary of State Robert Lansing and asked for the latter's 
view of the wisdom of offering the resolution in Congress at that time, Hull said he had 
“in mind the generally accepted fact that the chief underlying cause of the.present Euro- 
pean war is accounted for in the strenuous trade conquests and bitter trade rivalry being 
conducted prior to the outbreak of the war. .. ." Also, largely for the sake of its own 
commercial welfare, it was "very important and necessary" for the United States to fore- 
Stall the formation of'economic unions by either the Allies or the Central Powers to 
conduct economic warfare after the military armistice. National Archives, State Decimal 
File 1910-29, 600.0031/2, letter from Hull to Lansing, Feb. 16, 1916. It was the opinion 
of C. A. Holder, Foreign Trade Adviser in the State Department, that™unqueStionably 
both the allied and central powers would resent bitterly any such proposal made at this 
time or even made after the war.” During the war, it was “absolutely impossible . . . to 
discuss such a question." "After the war undoubtedly groups . . . will continue to wage 
economic war on each other unless the decision is so decisive that the loser will be unable 
to resist the dictation of the winner. In any event the victorious side would not welcome 
our interference nor if the war should become a draw would our suggestions be welcomed 
as economic conditions in both groups will be so radically different from ours that the 
measures they may have to take to regain a part of their commerce will not be at all 
similar to measures that we have taken or will take in the future.” Ibid., memorandum 
from Holder to F. C. Polk, Counselor, Feb. 19, 1916, Lansing replied to Hull that the 
opinion of the Department was that “such a proposal would undoubtedly prove unaccept- 
able to the belligerent powers at this time. . . .” Ibid., “personal and confidential" letter 
from Lansing to Hull, Apr. 1, 1916. In later years, Hull continued to advocate inter- 
national conferences on commercial relations. N.Y. Times, Jan. 6, 1922, 2:4; National 
Archives, State Decimal File *1910-20, 550.M1/68, memorandum by Wallace McClure of 
conversation with Hull, Feb. 8, 1927; Cong.-Rec., May 19, 1932, pp. 10638-39. 


, 
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But the United States persisted in its refusal to recognize that “we 
are in a new era, which calls for new policies.” Far from assuming lead- 
ership in liberal and friendly commercial policies, we were, Hull in- 
sisted, largely responsible for the widespread growth of extreme trade 
barriers.** To the end of his career in Congress, and after, he pleaded 
for;a change in the direction of American leadership, which, “while 
disclaiming economic internationalism, would challenge economic na- 
tionalism and pursue a sane, liberal, middle course. . . .”** | ; 


II. The Losses From Protection 


The evils and dangers of a policy of protection were described at 
considerable length by Hull, frequently in a scathing and indignant 
manner,’ 

Inequality of Tariff. He considered it perfectly self-evident that the 
protective tariff was an unwise and unfair tax. Without attempting 
rigorously to trace the income-distribution effects of the tariff, he often 
charged that the duties benefited only favored and greedy manufac- 
turers by raising prices, thus extorting from the great mass.of consum- 
ers a subsidy for the wealthy few. 


. . . our system of high protective-tariff taxation is an outrage in its 
operation and effects. It is conceived upon the idea that the people should 
be taxed according to their needs and practically according to their 
poverty. 


A protective tariff, speaking generally, i is immoral and dishonest, because 
its sole purpose is to increase prices artificially, in certain instances, 
thereby enabling one citizen to levy unjust tribute from another.?* 


Inefficiency and High Costs. The basic economic purpose of interna- 
tional trade is to make possible a more efficient allocation of resources 
within*the respective national units of the world economy than would 
be feasible or possible if each unit were forced to be self-sufficient. Un- 
fortunately (from the economist’s viewpoint), Hull did not pursue this 
analysis, aside from criticizing tariffs on the ground that they raised 


9 Cong. Rec., Dec. 22, 1920, pp. 632, 633; N.Y. Times, Mar. 1, 1926, 10:1; Cong. Rec., 
Apr. 8, 1932, pp. 7746-47. 

* Ibid., Dec. 10, 1925, p. 1182; ibid., Jan. 3, 1929, p. 1072; Department of State Files, 
550.81 Wash./48, Apr. 8, 1033. 

3 He castigated the Payne-Aldrich Act of 1909 as “that abominable iniquity, that 
ghastly abortion.” Cong. Rec., Sept. 25, 1914, p. 15721. Other descriptions of the pro- 
tective system included: "the sleepless monster of protection , . Vicious class legislation" 
(ibid., June 9, 1911, p. 1812); “the personification of avarice and selfishness,” “this system 
of diabolical extortion” (ibid., Mar. 16, 1912, pp. 3498, 3501).* 

* Respectively, ibid., Mar. 16, 1912, p. 3498; ibid., Feb. 26, 1923, p. 4670. See also ibid., 
Mar, 18, 1908, p. 3519; ibid., May 13, 1929, pp. 1203, 1209. 
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production costs, the major consequence of we was the handicapping 
of our efficient export trade.” 

He further complained that American tariffs had been framed “not 
only to protect the weakest and most inefficient industry . . . , but the 
most inefficient individual business in that industry. They are framed 
to protect overcapitalization, water capital, inefficient management, 
obsolete and antiquated machinery and plants, and also to protect 
‘against freight rates across our 3000-mile continent.’’** Moreover, under 
the protection of barriers which prevented “reasonable competition,” 
many manufacturers had been “lulled into inefficiency.” There was 
thus a reciprocal relationship: inefficient industries obtained tariffs, and 
tariffs begat inefficiency. 

Fostering of Monopoly. In the Roosevelt-Taft “trust-busting” period, 
Hull charged that the protective tariff, a product of Republican admin- 
istrations, had been responsible for monopolies and trusts “springing 
up like mushrooms.” Favored interests were allowed “free rein to their 
unbridled appetite for gain and their wicked lust for power.”® In late 
1920, he made the pertinent observation that those.congressmen who 
were most insistent on relaxing governmental restrictions on business’ 
were the ones who also were rabidly advocating the “artificial economic 
barrier” of a protective tariff.* For Hull, the ideal of a competitive 
economic order embraced the ideal of a “competitive” tariff. 

Labor and the Tariff. Hull effectively attacked the popular pauper- 

"labor argument “that American manufacturers must have these extor- 
tionate tariffs in order to protect reasonable wage scales.”** First, he 

. maintained that, historically, the high postwar tariffs had not been the 
cause either of the welfare.of labor specifically or of prosperity gen- 
erally. High wages, high living standards, and shorter working hours 
“had become a permanent part of our industrial system prior to the 

.Fordney tariff? of 1922—and they originally appeared in non-tariff- 
sheltered industries. The “partially satisfactory business conditions” of 
the 'twenties resulted, not from the tariff, but from our great resources, 
mass production and increased productivity, varied capital expansion, 
the credit structure, and installment sales.** 


T s See p. 103, above. 


5 Ibid., May 13, 1929, p. 1205; see also ibid. Dec. 19, 1925, p. 1183; N.Y. Times, Feb. 
16, 1931, 20:1. . 


° Cong. Rec., Dec. 19, 1925, p. 1183. 


? [bid., Mar. 18, 1908, p. 3519; ibid., Mar. 29, 1909, P. 532; ibid., Aug. .13, 1912, p. 
10835. See also ibid, May 13, 1929, p. 1208. 


“ bid., Dec. 22, 1920, pp. 638-33. l . 
? Ibid., Dec. 19, 1925, p. 1183. 
?? Ibid., Jan. 3, 1929, p. 1072. 
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Second, only a small proportion of the wage earners “are in a posi- 
tion to receive any increased wage benefits from tariffs, even theoreti- 
cally."** Third, for the most part, wages were lower and working condi- 
tions poorer in the highly protected industries than in the unsheltered 
segments of the economy.* Similarly, although the United States had 
enjoyed high wages under protection, many high tariff countries had 
much lower living standards than had free-trade England." Finally, 
Hull indicated a respectable comprehension of “efficiency wages.” 


The increase of productivity, or the output per man, is the outstanding 
factor in our high wages and high living standards. . . . There is always 
‘a close relation between the productivity of labor and the wages paid. 
A low wage naturally goes with low industrial efficiency, and generally 
means a high labor cost.*” 


Although he did not state with precision the relation of the limit of 
international wage-rate ratios tc productivity ratios; he called attention 
: to the fact, in 1920, that the United States was exporting goods and serv- 
ices valued at eight billion dollars *in utter defiance of the competition" 
of pauper labor.** 

Agriculture and the Tariff. Protectionists claimed that farmers, like 
laborers, were major beneficiaries of the tariff, while in fact, Hull in- 
sisted, the only ones who had become wealthy as a result of protection 
were a few manufacturers. Agriculture had been deluded by industry 
into supporting a high-tariff policy, and unless it soon understood that 
its best interests lay in the opposite direction, it was destined to a state 
of permanent décay.? The agricultural depression of the ‘twenties 
could be “immediately and effectively” relieved by reduting tariffs and 
freeing international trade. i : 

American agriculture was so efficient, Hull’s analysis ran, that it not 
only produced more of many commodities than could be sold in the 
home marker, but it exported a great deal—and needed to export much 
more. Where exports were a large proportion of total production, agri- : 


* Tbid.. May 13, 1929, p. 1206. Hull gave several estimates of this proportion, but he 
indicated that of the 40-45 million gainfully employed in. the late ’twenties, about 6 
million were in "tariff-sheltered industries.” Zbid., Apr. 14, 1926, p. 7475; ibid., May 13, 
1929, pp. 1206-07. But in 1932, he apperently thought that only 15-2C percent of the 
874 million wage earners in manuiacturing could hope for tariff benefits, Ibid., Apr. 8, 
1932, p. 7746. 

* Ibid., Mar. 11, 1924, p. 3948; ibid, Feb. 15, 1927, p. 3898. 

** Ibid., Apr. 14, 1926, p. 7475; ibid., May 13, 1929, p. 1208. 

* Ibid. May 13, 1929, pp. 1207-08; see also Apr, 8, 1932, p. 7746. 

** Ibid., Dec. 22, 1920, p. 636. 

“8 Ibid., Apr. 14, 1926, pp. 7472, 7478; ibid., May 10, 5izüsn. 9099-01, 9102, 9103; ibid., 
May 24, 1932, p. 10998. 

© N.Y. Times, Sept. 24, 1923, 4:2. 


ALLEN: TRADE PHILOSOPHY OF CORDELL HULL ALM 


cultural or otherwise, the world price tended to prevail also in the do- 
mestic market. Generally, the American farmer already had the home 
market, and keeping out driblets of competitive imports could have no 
appreciable effect on either the prices or the income received by agri- 
culture. The only possible results to the farmer of a high tariff policy 
would be an artificial raising of the prices of things he bought—thus 
creating a price disparity, with the farmer selling in a “free” market 
and buying in a protected one—and a curtailment of exports generally, 
including farm products." 


TII. The Interdependence of Imports and Exports 


Must Import to Export. While, to Hull, the chief advantage of inter- 
national trade was the disposal of surpluses, he realized generally that 
foreign sales are limited by imports of some-sort. Gold flows and loans 
were factors in determining the level of balance in the international 
payments, but he appreciated the fact that one-way movements of gold 
and loans could not be expected to continue indefinitely.” Basically, 
"for every dollar of merchandise exported there must. sooner or later 
be a dollar of the same imported"? 

United States Loaning Policy. Hull naturally felt a certain ambiva- 
lence toward the great flow of American loans abroad which continued 
throughout the "twenties. For while the billions of dollar exchange thus 
advanced to foreigners made possible the all-important disposal of our 
surpluses, it seemed to him apparent that *merely piling new upon old 
debts” was not an acceptable foundation for a long-run commercial 
policy.** PreciSely what his objections were to “excessive” foreign loans, 
he did not make clear, although his language suggested that this stimu- 
lus to export trade was “artificial,” inadequate, and unsafe. Also, “the 
more we loan the more must be paid back with interest by some 
means. 2955 - <- 

Receiving Payment of Foreign Debts. Hull ridiculed the attitude 
that the United States should both insist on foreign nations repaying 
loans and at the same time restrict imports, but he criticized those who 


. "Cong. Rec., Dec. 22, 1920, pp. 633, 636-37; ibid., Feb. 26, 1923, pp. 4671, 4668-70; 

ibid., May 10, 1926, pp. 9098-99, 9101, 9102-04. 

"Save for these factors [foreign loans and receiving gold] our foreign commerce would 
present a deplorable situation today. We cannot continue indefinitely to pile up great 
menacing surpluses of idle gold, any more than we can continue to finance a large portion 
of our exports by huge foreign loans.” N.Y. Times, Nov. 18, 1925, 25:1. 

© Cong. Rec., May 13, 1929, pp. 1208-09; see also ibid., pes 22, 1920, pp. 632, 634; 
Press Releases, May 6,1933, p4314. 

4 N.Y. Times, Nov. 18, 1925, 25:1; Cong. Rec., Jan. 3, 1929, p. 1073. 

55 Ibid.; Apr. 14, 1926, p. 7473. 
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proposed that we cancel, in whole or in part, foreign indebtedness only 
for the purpose of obviating the necessity of increasing our imports.*® 
He understood that receiving debt payments would, indeed, necessitate. 
large imports (although he did not speak of an import balance), and 
that our high tariff policy had seriously hampered the repayment proc- 
ess, but the appropriate policy was to liberalize trade and accept the 
imports, not to ignore the foreign obligations." Even in the midst of the 
depression, Hull held that there was no compelling reason to write off 
any of the foreign debts, although leniency should be shown to the 
debtors. “Of what avail would it be to sidetrack the war debts upon 
the theory of increasing international trade, while leaving intact the 
insurmountable tariff and other trade and finance obstructions that 
bristle on every national frontier and render trade virtually as impos- 
sible without war debts as with them ??* 


IV. Tariff Criteria and Purposes 


Equalization of Production Costs. Hull recalled that in earlier years, 
particularly until the middle of the nineteenth century, advocates of 
high tariffs had based their arguraent largely on the protection of infant 
industries. He considered the core of the protectionist theory from: 
then until after 1900 to be safeguarding American labor from cheap 
foreign competition. But the theory was modified again, with the sup- 
posedly ideal tariff now to equalize foreign and domestic costs of pro- 
duction—"plus a reasonable prcfit for the domestic producer."*? The 
cost criterion wag scarcely as acceptable as the others. It was an “ex- 
ploded and repudiated economic fallacy,” it was “discredited by the 
best economic thought," and it was too “vague” to serve as a formula.” 


9 


5 Thid., Dec. 22, 1920, pp. 631, 634; ibid., Dec. 19, 1925, p. 1183. 

5 Cong. Rec., Dec. 22, 1920, pp. 631, 634, 635; N.Y. Times, May 7, 1922, VIL 3:1; Cong. 
Rec., P&B. 15, 197, p. 3808. 

* Cong, Rec., Dec. 6, 1932, p. 65; see also Press Releases, May 6, 1933, p. 312. 


= Around the turn of the century, when Hull first entered Congress, the two major 
arguments of protectionists were the pauper labor argument and the infant industry 
argument, The former remained popular all through—and beyond—the period of Hull's 
congressional career. But, except for som2 discussion in the 1921-22 debates concerning 
the “war babies,” the infant industry argument was of very little significance in the 
postwar debates. Í 

9 Cong. Rec., Dec. 22, 1920, p. 635. The cost-equalization criterion wes mentioned in 
congressional tariff debates of the 1890’s; it was first presented in a party platform by the 
Republicans in 1904; it first played an important róle in a tariff debate in 1908-09; and 
it was embodied in the tariff acts of 1922 and 1930. Although not until 1928 did the 
Democrats espouse the criterion—"'the extreme measure of every tariff rate"—in a plat- 
form, in fact some supported it as early as 1909. In 1928, the Republicans, keeping one 
step ahead of their opponents, conceived the “true” principle of protection, to be the 
equalization of “competitive corditions." 

*: Ibid., Aug. 13, 1912, p. 10835; ibid., May 13, 1929, p. 1212. 
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However, virtually the only concrete objections Hull raised to the prin- 
ciple were administrative, not economic: it was impracticable to ascer- 
tain the pertinent costs. 
` The Competitive Tariff. Over the years, the respective stands of the 
two major political parties on the tariff gradually changed, with both 
tending to support higher and higher rates, and with the distinction 
between the party platforms becoming blurred. However, Hull persisted 
in trying to make clear “a vast, irreconcilable and well-defined dif- 
ference in attitude" between the parties on this issue.** The Republicans, 
he said, nominally supporting the cost-equalization formula, were fol- 
lowing a policy of extreme nationalism, consisting of a virtual embargo 
on all imports conceivably competitive. 
The Democratic position, as defined by Hull, did not embrace imme- 
‘diate free trade. His complaint against the Republicans was that they 
advocated, “not moderate protection, not reasonable protection, or 
sensible or practical protection, but embargo protection."** Although he 
criticized the vagueness of the Republican tariff criterion, he offered 
no precise formula for the Democrats. Nevertheless, he frequently 
contended that his party favored a “moderate or competitive tariff for 
revenue.” l 
The theory of the competitive tariff was not comprehensively elabo- 
rated in any single address, but it seemed to include the following ele- 
ments: the fundamental justification for the tax was to provide govern- 
ment revenue,®® with little or no regard for protection of domestic in- 
dustry; while American producers should be able to expect a reasonable 


“Tn 1931, a New York Times editorial remarked that Hull "is the last survivor of a 
great party tradition. ... . The party tradition before which he burns the lone lamp of 
worship is that Democrats have a clearly marked position on the tariff as contrasted with 
the Republicans." May 17, 1931, IIT, 1:2. 

9 Cong. Rec., June 9, 1911, p. 1811; ibid., Mar. 2, 1929, p. 5163. - - 

“ Ibid., May 13, 1929, p. 1204. Even under a tariff bill which he could support, “drastic 
or abnormal imports against. an efficient industry . . . would be safeguarded against” 
(p. 1208)—which raises the unanswered question of what Hull considered to be an 
"efficient" industry. See Press Releases, May 6, 1933, p. 314: Hull’s policy “does not 
contemplate no tariffs, nor even low tariffs, but a reasonable, moderate, decent level of 
tariffs, in lieu of existing rank and wild excesses and discriminations." 


*' Indeed, he stated that until “the first long step" had been taken toward a liberalization 
: of commercial policy, the problem of deciding on exact rate formulas was not pressing. 
Once production costs were lowered and foreign markets enlarged, "tariff demands will 
be modified, the rate basis will be different and easier of determination." Cong. Rec., 
Jan. 3, 1929, p. 1073. Later, he added: “Naturally, as domestic industries become self- 
sustaining, tariffs should be correspondingly reduced, with the view to their ultimate 
removal, especially when there arises substantial exports and no material competitive 
imports.” Ibid., Mar. 2, 1929, p. 5163. . 

“Tt was not Hulls desire to put great reliance upon customs receipts to meet the govern- 


ment’s needs; he preferred an income tax. Hull was the main architect of the income tax 
act adopted.during the first World War. ! 
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profit, they were not warranted in complaining about fair competition; 
there would be no tariff shelter for monopolies and extortionate price 
policies; however, no efficient or economically justifiable industry 
should be endangered by abnormal imports;®’ the free list generally 
' Should include essential imports, commodities not produced here, and 
things which this country mainly exports; maximum rates should be 
placed on luxuries.*? 

Most-Favored-Nation Principle. After tariff rates were determined, 
on whatever basis, it was Hull’s belief—although not often stated— 
that they should be generalized under the unconditional most-favored- 
nation clause. He was unsure of his understanding of the principle in 
1919, but thought that it was "generally agreed" that adoption of the 
clause by all commercial nations “would remove virtually all kinds of 
discrimination in international trade."*? 

During the early part of his tenure as Secretary of State, Hull re- 
affirmed his support of the unconditional form of the clause and ex- 
pressed hope that the United States policy of nondiscrimination and 
lowered trade barriers would induce other nations to follow a like 
course. He added that the chaotic economic situation might make neces- 
sary qualifications or exceptions to the favored-nation policy, mention- 
ing specifically possible multilateral treaties the benefits of which would 
not be automatically generalized to nonsignatories who did not sub- 
Scribe to the policy of the agreement.” s 


“Competitive tar&f rates do not cortemplate destructive rates where existence of a 
business is justified economically, but rates competitive and designed ta prevent monopoly 
and to assure reasonable competition in the domestic markets. " Cong. Rec. Dec. 22, 1920, 
p. 635. He thought that allowing competitive imports'to the extent of five to ten per cent 
of domestic production would prevent mcnopoly. Ibid., Apr. 14, 1926, p. 7474. : 

9 Ibid., June 9, 1911, pp. 1811, 1812, 1815; ibid. Mar. 11, 1924, p. 3947; ibid., May . 
13, 1929, pp. 1202, 1208. E 

*? Ibid., Feb. 21, 1919, p. 3957. While colonial preferential arrangements were in viola- 
tion of the most-favored-nation principle, he was reluctant to make a blanket condemna- 
tion of them. Nevertheless, in the interests both of commercial nations generally and of 
the colonies involved, the principle should apply to the fullest extent possible. [bid., Feb. 
21, 1919, p. 3958. In 1916, two subjects he thought should be considered by an inter- 
national trade conference (see above p. 127 and note 32) were “the permanent preserva- 
tion of the principle of unconditional most-favored-nation treatment" and “as to colonies 
and a mother country, to either discontinue, or to adopt a broader and more liberal, 
‘operation of preferential tariffs and other kinds of preferential treatment.” National 
Archives, State Decimal File 1910-29, 600.0031/2, letter from Hull to Secretary of State 
Lansing, Feb. 16, 1916. 

® Department of State Files, A/LS 611.0031/561, memorandum by Hull of conversation 
. with Minister of the Irish Free State, Sept. 21, 1933; ibid., 611.003/2980, memorandum by 
Hull of conversation with Minister of Czechoslovakia, Mar. 1, 1934. Such a restricted 
interpretation of the rule of equality was included in the Proposal Hull submitted at the 
close of the ‘London Economic Conference and also in his resolution adopted by the 
Montevideo Conference in 1933. 
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At least as early as January 1929, Hull said that the United States 
could have utilized, as it could yet, the tariff bargaining method, based 
on the unconditional most-favored-nation clause, to supplement unilat- 
eral action to lower excessive tarifís." And in late 1931, he discussed 
with the State Department the desirability of legislation authorizing 
.executive reciprocal trade agreements, to be binding unless vetoed by 
Congress within six months.” 


V. Tari f-M aking Procedures 


Republicans and ihe Tariff Interests. Hull astutely pointed out that 
high-tariff beneficiaries encouraged others also to strive for protection, 
for while tariffs raised living and production costs for everyone, com- 
‘mon strategy “insures wider support for the general scheme"? But the 
protective system could be expanded and perpetuated only through 
political power, and it was the Republican Party which did the bidding 
of the tariff interests. Hull bitterly accused Republicans of exchanging 
tariff benefits for campaign contributions; indeed, this unholy alliance | 
had gone so far that these special groups had become the dominant ele- 
ment of the party.'^ The mechanism by which the tariff beneficiaries 
virtually wrote their own rates included the lobbying system, which 

“presents a continuous round of political and legislative. debauches 
with graft aforethought."'* 

Tariff Boards and Commissions. From the foregoing, it might be sup- 
posed that Hull would have supported from the beginning the estab- 
lishment of some kind of tariff commission to maké studies of, and 
formulate recómmendations on, commercial policy. However, he 
strongly opposed the Taft Tdriff Board (1909-12). He claimed that the 
Republicans gave hominal support to the idea of the Board (as to the 
Tariff Commission of 1882) only for ulterior reasons of political ex- 
pediency, to avoid immediate lowering of the tariff. An impartial "board 
would recommend tariff reductions, but it was ridiculous to imply that 


™ Cong. Rec., Jan. 3, 1929, p. 1073; see also N.Y. Times, May 30, 1931, 1:8. 
" Department of State Files, A/FU 611.0031/375, communication from Wallace McClure 
.to C. M. Barnes, both of the Treaty Division, concerning a conversation of the former 
with Hull, Oct. 31, 1931: “He [Hull] seemed to feel strongly that only by executive action 
without confirmation by Congress could the reduction of the American tariff, which he 
urgently advocates, be made the instrument of reducing at the same time the tariff of other 
countries which impede the exportation of American goods." 

? Cong. Rec., Apr. 14, 1926, p. 7472. 

“The Republican party was “the pliant tool, the shield bearer, the toady, the lackey, 
the flunky of protection and the trusts" in "the most corrupt partnership between politics 
and vested interests in American history." Ibid., June 9, 1911, p. 1812; ibid., Apr. 16, 
1929, p. 52. i 

75 Ibid., Apr. 14, 1926, p. 7472; see also ibid., May 13, 1929, pp. 1202, 1205. 
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“only a Tariff Board knows hew to subtract.” Although Congress could 
profitably utilize expert assistance, it was more capable than a board to 
deal with the tariff. Board investigations were too slow, and both politi- 
cal parties were likely to ignore their findings, in any case.'* 

He was more favorably disposed toward the Tariff Commission es- 
tablished in 1916, and in 1920 appealed to the House not to attempt a 
general tariff revision before the Commission completed a “full investi- 
gation of all the essential facts." While he continued to support the 
idea of an unbiased commission, he deplored the alleged factionalism, 
partisanship, and subservience to executive pressure of the body under 
Republican administration."5 . 


Conclusion 


It would be unfair to make the general condemnation that Hulls. 
conclusions were usually correct—but for the wrong reasons. Neverthe- 
less, deficiencies in his analysis have been apparent. Some matters basic 
to the theory of international trade were not expounded, and topics 
included in his discussion usually were incompletely examined. Intuitive 
conviction and frequent, enthusiastic reiteration generally did duty for 
rigorous analysis. It is fortunate that his intuition typically was sound. 

Hull remained consistent and steadfast not only in Congress, but ` 
during his tenure as Secretary cf State—and such consistency required 
no little political courage and moral conviction. Moreover, in their pro- 
lific defense of the Trade Agreements Program prior to the second 
World War, representatives of the State Department followed very 
closely the views of the Secretary. And in their main outlines, Hull's 
tariff views when in the cabinet were essentially the same as those he 
had expounded from the time he entered Congress'in 1907. Thus, the 
ideas on trade and international relations generally which we have 
reviewed fernished the philosophy of much of America’s iren policy 
during the New Deal period. 


PE 


" Ibid., July 29, 1911, pp. 3334, 3336-38; ibid., Feb. 26, 1915, p. 4770. 

™ Ibid., Dec. 22, 1920, p. 635. d 

55 Ibid., Mar 2, 1926, pp. 4857-58, 4852; N.Y. Times, June 2, 1931, 27:1. Also Hull 
rejected the “flexible” tariff provision under which the President and the Tariff Commis- 
sion were given legitimate functions of Congress. Cong. Rec., Mar. 2, 1929, p. 5164; ibid., 
May 19, 1032, pp. 10637-38. 


NATIONAL INCOME AND PRODUCT OF THE 
UNITED STATES, 1929-1950* 


l By L. R. Krerm*' 


The National Bureau of Economic Research in one of its most suc- 
cessful projects gave the United States a national income. The National 
Bureau’s contribution was truly developed and fashioned into a highly 
refined product by Simon Kuznets. It has been a healthy development 
to follow up the initial research by transferring the main part of 
national income measurement from a relatively small, independent 
organization with limited resources to a government bureau whose com- 
paratively tremendous resources can be mobilized to the continuation 
of periodic estimates of national income and to the improved precision 
of the resulting statistical series. 

, ~ The National Income Division of the Department of Commerce has 
actually done more than remain as the custodian of our national in- 
come. They have introduced numerous modifications and refinements of 
concepts and techniques. For the first time since Kuznets presented us 
with the underlying details in his great 2-volume work, National Income 
and Its Composition, 1919-1938,’ we now have the relevant facts con- 
cerning the preparation of current national income data. The statistical 
series of the National Income Division are now regasded ag “official” 
data and are the most widely used for the period since 1929. For many 
years, we have been using these data without knowing much about them 
other than the cireulating rumor that they are quite precise. It is our 
good fortune to have the lucid and frank presentation contained in the 
volume under review in order that we may all judge this impertam fund 
of information with the greatest of care. . 

The Commerce Department's document presents a review in statisti- 
cal terms of the growth and fluctuations of the U. S. economy since 
1929, the conceptual framework of national income statistics, the 
sources and methods of estimation, constant dollar estimates of na- 
tional product, and numerous statistical tables bearing the fruits of the 

*'The author is research associate of the Survey Research Center and lecturer in eco- 
nomics, University of Michigan. 

1 National Income and Product of the United States, 1929-1950, prepared by the National 
Income Division, U. S. Department of Commerce, Washington, 1951, Supplement to 
Survey of Current Business. Helpful criticism of this review- has been received from 8. A. 
Goldberg, G. Katona, T. N. Mofgan and R. A. Musgrave. 


?Simon Kuznets, National Income and Its Composition, 1919-1938 (New York, National 
Bureau of Economic Research, 1941). 
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labors. The major contributions are the previously mentioned. frank 
statements about the procedures involved and the addition of several 
new features such as imputed rent, imputed interest, the treatment of 
government interest as a transfer, the use of retail sales statistics and 
: other data for improved estimates of consumer expenditures, the re- 
valuation of inventories by type of accounting systems used, and the 
constant dollar estimates of national product. Some of these features 
were already incorporated in the 1947 revision of the national income 
data, In addition, the authors provide well-reasoned judgments on the 
comparative reliability of their various series. They are able to recog- 
nize limitations of their results as well as innumerable virtues. 

The statistical review of economic developments since 1929 is ably 
done within the confines of the data contained in the volume at hand. 
The presentation is weak, however, in failing to take account of the 


rôle of exports, under the European Recovery Program and also, 


through more traditional channels, in sustaining economic activity in 


this country since 1948. In restricting themselves to the üse of their. 


materials alone, the authors are not able to draw on the existing body 
of financial, price, wage and other statistics that would enable them to 
give a more rounded view of the total economy. This part of the volume 
shows clearly the narrow scope of the aggregative national income sta- 
tistics.? 

The most important parts of the volume are, however, those having 
to do with the conceptual framework, the sources, and the methods of 
estimation. The conceptual framework conditions the orientation of the 
program of the National Income Division and consequently has a great 
bearing on the final results. The concepts are stated clearly and 
unambiguously. On this account there can be no criticism, but the ar- 
bitrary nature of the decisions that have been made becomes obvious. 


Moreaver Ahe rationalization of several of these decisions is painful to. 


. the reader.* Many of the rationalizations could have been left unsaid. 
The important thing is that we be provided with a clear statement of 
the calculations made. In some cases decisions are admittedly based on 
long-standing traditions in the field of national income measurement. 
With these there should be no quarrel as long as the position is openly. 
‘stated. 


In contrast, the diagnosis of econom‘c activity given in the periodic reports of the 
Council of Economic Advisers is much more comprehensive and points up the need for 
drawing on numerous statistical sources outside the materials of the National Income 
Division in order to present an adequate picture of the situation. 

*In discussing imputed income, ; the authors say that lodging furnished domestic servants 
is not imputed because «t is felt that as a general prop@sition, they do not regard the 
lodging furnished them as an "addition to income." Perhaps repetition of the quoted phrase 
‘makes the authors feel better about their decision on imputztions. It gives me no comfort. 


D 
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The premise from which the authors commence their analysis is that 
the central objective is to measure total output. In making a plea on 
behalf.of many professional economists and statisticians who rely heav- 
ily on the data produced by the National Income Division, I would 
argue that this is not a satisfactory central objective. I would put forth 
the alternative conceptual framework that the central objective should 
be to develop a comprehensive and detailed system of social accounts. 
The comprehensiveness and detail should be as great as quality stand- 
ards and resources permit. Historically, modern developments have 
been concerned with the estimation of various aggregates all subsumed 
under the generic term, national income, but in view of present knowl- 
edge do we still want to set out from this starting point? It seems that 
the requirements of the present are for a set of social accounts from 
which a variety of problems can be studied, including those for which . 
measures of national income are specifically designed. ‘ 

There is not, of necessity, a conflict between the construction of par- 
ticular measures of aggregate output and the broader concept of social 
accounting. The complaint registered in these pages is simply the im- 
pression that aspects of social accounting may have been retarded in 
development and that the presentation of arguments in National In- 
come has been strained by the excessive attention paid to national in- 
come totals. 

Let us consider, as an example, the treatment of corporate profits in 
the national income estimates of the present volume. The authors argue 
that corporate profits, as a component of national income, should be 
reported before rather than after taxes; hence their national income 
estimates include corporate profits taxes as a positive component. In 
order to justify the inclusion they argue that national income should 
remain invariant under changes in tax structure alone (e.g., a shift 
from excise to corporate income taxes of equivalent yield) anda cor- 
porate profits taxes are not shifted forward, they will obtain the desired 
invariance by their treatment. By the same line of argument, they 
point out that indirect business taxes should be excluded from national 
income if they are wholly shifted forward. 

Parenthetically we mention that if the invariance argument is taken 
to its logical conclusion, a number of new problems are raised in na- 
tional income estimation. Should the value of national income vary 
simply because a woman shifts from doing her own housework to doing 
housework for someone else?" Should construction expenditures (not 
aggregate output) be different if a person makes an addition to his 
home without a permit jnstead of with a permit? 


* Norwegian estimates of national income kavent been forward-looking in that they have 
included the value of housewives’ services, 


120 — : THE AMERICAN ECONOMIC REVIEW 


~ The specific treatment of corporate income and indirect business . 
taxes is not necessarily subject to extreme criticism; perhaps the aggre- 
gates so defined serve many useful purposes. It is the peculiar rational-- 
ization given in the Commerce Department's document that is so an- 
noying. In practical applications there are some situations in which 
statistics of profits after taxes are urgently needed while other situa- 
tions call for statistics of profits before taxes. In studying capital for- 
mation in the trade cycle we often want to use the former concept, and 
in studying the ability of corporations to increase wages we often want 
to use the latter concept. Statistical data are presented in the national 
accounts of the Department of Commerce in such form that analysts 
can easily shift from one profit variable to the other; for this reason . 
their present practices unadorned by rationalizations would be accept- 
able. In the treatment of other items the situation is not as favorable 
since data are not easily accessible for altering the published concepts. 
Property taxes on owner-occupied residences cannot, without additional 
tabulations, be shifted to personal from business taxes. It is not alto- 
gether clear that the decision of the National Income Division to regard 
ownership of residential housing as a business in which one sells services 
to oneself is useful in business cycle analysis nor should expenditures on 
new residential construction by owner-occupiers necessarily be regarded 
as capital formation rather than consumer expenditures. Many students 
-of business cycles have argued that new light may be shed on behavior 
patterns if statistics on owner-occupied residential housing are grouped 
with consuming,rather than investing or business activities. A flexible 
system of social accounts with adequate detail permitting users of the 
data to group figures into a variety of aggregates to suit purposes as 
they arise would be much more useful than the present body of statis- 
tics which are rigidly aimed at construction of a few arbitrary aggre- 
Bate a 
In my own econometric studies, I have never found it possible to 
accept data in the form published by the Department of Commerce. 
There has always been a necessity to adjust and recombine materials . 
by drawing on unpublished records. The same is true of numerous 
other research workers using different techniques. A reorientation of 
the programs of basic data gathering organizations to meet the needs 
of research is required, and the National Income Division of the De- 
partment of Commerce, so closely wedded to the time-honored objective . 
of measuring total output, is one of the most important places in which 
a changed outlook would be rewarding. 
Specific concepts, im addition to the example of corporate profits and 
residential housing used above, raise problems of disagreement. The 
more significant of these shail be taken up in turn: 
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Depreciation, The practice of the National Income’ Division is -to 
value depreciation estimates in accounting prices (book values essen- 
tially) in all sectors except agriculture, where they use the replace- 
ment cost estimates of the Department of Agriculture. This gives a 
curious mixture of prices, one that is most unsatisfactory for using data 
from the social accounts to study capital growth. If social accounts are 
to assist us in measuring welfare, in some sense, they must surely pro- 
vide us with material for estimating net investment, the change in the 
stock of productive capital. Numerous other uses of net investment and 
depreciation statistics also arise. Pessimistic statements are made by the 
` authors about the possibility of revaluing depreciation, especially 

with limited resources, but this is such an important item that other 
things should be sacrificed in order to devote more efforts in this area. 
The works of Fabricant* and Goldsmith’ have broken the ground for 
the Department of Commerce. I would venture the personal opinion 
that revaluation of the present estimates from materials now available 
without any substantial refinement is to be preferred to the procedure 
now used in the social accounts. This opinion is offered after having 
. considered the comparative accuracy of other items, say professional 
income, which are considered reliable enough for inclusion in the ac- 
counts. Moreover, some components of depreciation are not available 
from accounting records (residential real estate is a major example), 
and the Department of Commerce must prepare their own estimates. 
They could equally well prepare these in terms of replacement instead 
of original costs, and have another large component in the same price 
system as agricultural depreciation. 

It is even worth arguing that book values should be entirely dis- 
carded. Statistics of wealth, annual gross purchases, prices, and esti- 
mated useful life could be combined to give an entirely independent set 
of estimates for those components now based on accounting records. In 
many respects, these estimates would be superior to those contained in 
accounting records. Aside from the price level problem, there is sub- 
stantial suspicion that business accounting reports are geared to other 
objectives than measuring capital consumption. in their depreciation 
practices. The National Income Division can argue that estimates of 
gross national product are unaffected by the valuation system for de- 
preciation, but this argument carries little weight since so many other 
important items are directly affected. 

If depreciation is revalued, profits must be changed in a compensa- 


58. Fabricant, Capital Consumption and Adjustment New York, National Bureau of 
Economic Research, 1938). 

"R. W. Goldsmith, “A Perpetual Inventory of National Wealth,” Studies in Income 
and Wealth; Vol. 14 (New York, National Bureau of Economic Research, 1951). 


122 THE AMERICAN ECONOMIC REVIEW 


tory fashion; hence book profits would no longer be the basic figure in 
the national accounts. 

Government interest. Formerly, government interest payments like 
other interest payments were regarded as factor shares and included as 
part of national income. With the growth of interest payments on an 
enormous war debt, the National Income Division correctly recognized 
a distortion in national income statistics. Their reaction has been to 
exclude all government interest payments from national income and to 
regard the government’s contribution to production to be measured only 
-by wage and salary payments. Fortunately the published accounts list 
government interest payments separately so that analysts can easily 
revise the figures to include government interest payments if they so 
desire. However, we might ask more of our social accounts. In particu- 
lar, a more careful accounting should be given of the entire government 
sector. As Colm and Kuznets have pointed out, some government serv- 
ices are intermediate products, while others dre final.? According to their 
position, the production of all government services (or goods) would 
have to be classified as intermediate or final with the former excluded 
from national income and the latter included. Some wage payments 
would fall in one category and some in another. We may forget about 
government interest payments as a component of income and focus 
attention on the services yieldec by government capital. Unlike private 
bonds, government securities are not issued on a self-liquidating basis; 
therefore government interest payments should be treated exclusively 
as a transfer in this more detailed accounting scheme. The services of 
governmerft capital must, like wage payments, be classified as interme- 
diate or final, with only the latter included in national i income. 

The valuation problems for such treatment of goyernment accounts 
are overwhelming; therefore a pragmatic scheme like that adopted in 
the Canadian national accounts may be suggested as a more desirable 
alternative than the approach used now by the Department of Com- 
merce. The Canadians attempt io distinguish between productive and 
unproductive government interest payments. In this country state and 
local debt has not been directly used for war finance and should be . 
included in national income. Feceral government interest payments on 
nonwar debt could also serve as a rough indicator of services yielded 

.by government capital. In spite of the estimation problems involved, 
attempts to obtain more meaningful figures would be superior to the 


* G. Colm, "Public Revenue and Publiz Expenditure in National Income,” Studies in 
Income and Wealth, Vol. I (New York, National Bureau of Economic Research, 1937). 
.S. Kuznets “Government Préduct and National Income,” Income and Wealth, Series I, ed. 
by E. Lundberg (Cambridge, Bowes and Bowes, 1951). Colm cites A. C. Pigou. A Study 
in Public Finance (London, Macmillan, 1928), for an earlier expression of this idea, 
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present biases. These remarks on government interest payments are 
mainly concerned with the use of national income statistics for the 
measurement of welfare, and while we pursue this aim, we must-not 
lose sight of the multipurpose aspects of social accounting. 

Disposable income, The usefulness of this concept is largely related 
to estimating economic behavior, particularly spending and saving be- 
havior. It is more true in this case than in others that a variety of 
concepts are needed to deal with problems as they arise. Even for the 
familiar and popular problem of studying patterns of consumer expen- 
ditures it is not clear how we should define disposable income. The De- 
partment of Commerce would do well to provide us with material' for 
estimating several concepts and should attach no intrinsic significance 
to its own definition.? l l 

Licenses and fees paid to governments 'are deducted, like personal 
taxes, from income payments in calculating disposable income. On the 
other hand; bridge and road tolls, which are like many licenses and fees 
in that they are discretionary personal outlays, are treated as con- 
sumer expenditures. In general, we- might argue that some deductions 
now made from personal income to get disposable income should be 
transferred to consumer expenditure. Other items which should experi- 
mentally be left in or out of disposable income are contractual obliga- 
tions, capital gains, and corporate saving. The last mentioned item is, 
of course, easily available in the present arrangement of accounts, but 
the other two are not. Capital gains are religiously excluded from na- 
tional income statistics, but this practice is hardly acceptable if em- 
phasis is shifted from the objective of estimating aggregate output to 
the preparation of useful social accounts. The authors are by no means 
unaware of these problems but they make little contribution toward 
their solution. : 

Unilateral transfers abroad. In the postwar period, the United States 
~ government has made large cash grants to foreign countries for pur- 
chases of its domestic goods and services. The method of entering these 
‘transactions in the national accounts is, by the authors’ own admission, 
not very satisfactory. In addition, the description of their procedures is 
not sufficiently elucidating to enable analysts using data in the accounts 
to avoid pitfalls. It is almost necessary to supplement the present docu- 
ment with a clarifying article by W. Salant” in order to be certain of the 
interpretation of published data. 

? The discussion between C. L. Barber and S. A. Goldberg is instructive in this respect. 
C. L. Barber, “The Concept of.Disposable Income"; S. A. Goldberg, "The Concept of 


Disposable Income: A Reply," Canadian Jour. Econ. Pol. Sci, 1949, XV, 227-29 and 
539-42. . : i * 


? W. Salant, "International Transactions in National Income Accounts,” Rev, Econ. 
Stat., 1951, 33, 304-15. 
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In effect, unilateral transfers are recorded in three places of the 
accounts. In the first instance, when the cash credit is made available 
to foreign countries, government expenditures are increased by the 
amount of the transfer. Simultaneously imports, a negative component 
of national product, are increased by the same amount. On balance, the ' 
transaction has no effect on aggregate output, but it does swell the sta- 
tistics of government expenditures and imports for anyone who wants , 
to use these data in separate analytical studies. In the second instance, 
when goods and services are purchased with these funds by foreigners, 
exports are increased. This transaction may not occur in the same 
accounting period as the initial cash transfer. For many purposes, this 
entire transaction is a government expenditure, pure and simple, in 
which goods and services are given to foreign countries. They should be 
entered in government purchases of goods and services and not in 
other accounts. However, a separate account with transfer items, sug- 
gested by the authors, would be useful. 

In suggesting that various controversial or debatable items whose 
conceptual basis is not clear to all theoreticians be given alternative 
treatment by the National Income Division, we do not lose sight of the 
fact that they are a responsible government agency and are prevented 
from engaging in certain more speculative types of research. Yet more 
satisfactory treatment of key items such as depreciation, government 
interest, and disposable income is an urgent minimum task and, as 
argued above, not subject to larger margins of error than will be found 
in other items which are voluntarily published. A lowering of quality 
standards ‘would not be entailed in revising the estimates of the items 
discussed here. : , 

We have come to look upon the statistics of national income in the 
United States as the most reliable in the world, in fact nearly as the ab- 
solute truth. Reports are periodically released in the popular press 
about movements in national income as though the data contained in 
them were facts. The true character of these data as estimates is 
brought out in Part III of the volume. My impression, from reading 
this section of the report, is that I had previously overrated the accu- 
racy of the data, My faith is now shaken and I am able to take a more 
realistic view, surely that of the authors. The comprehensiveness and 
detail of the tasks involved in the intricate estimates are overwhelm- 
ing; diverse sources are combined for proxies, benchmarks, extrapola- 
tions, interpolations, and other indirect devices. We can only con- 
gratulate the National Income Division on performing their estimating 
tasks as well as the ayailable data permit and son explaining this com- 
plex operation to users of their material. 

A brief summary reviewing the main techniques used for each major 
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component of income and expenditure may be helpful in forming an 
impression about the methods and their reliability. 

Wages, salaries and supplements. This series is primarily based on 
payroll statistics. Sample surveys are used for farm labor and a rough 
estimate from wage and employment data is used for domestic servants. 
On the whole wages, salaries, and supplements are reliably estimated. 
They are. probably the most accurate of all major income components 
and account for a large share of total factor payments. 

Unincorporated and professional enterprise. Personal income tax re- 
turns contain some accounting data for unincorporated business, and 
serve as the main source. Much more detail is needed than can be 
gleaned from the statements that are filed on the returns. The methods 
of adjusting for persons not filing returns aré inadequate, especially in 
depression years, when there are likely to be a number of businessmen 
receiving low or negative income. Farm income is estimated by the 
Department of Agriculture on the basis of mail questionnaire surveys, 
-censuses of agriculture and crop reporting schemes. Professional in- 
come.is also determined from mail surveys, but the indicated response 
rates are extremely low, 15 per cent of the mailing on the average. In 
addition, there is serious doubt whether professionals are willing to 
report the full amount of their income to any government agency. 
There are strong reasons to question the accuracy of income data in the 
entire sector of unincorporated enterprise. 

Rental income of persons. Rental income of business is included un- 
der income of. unincorporated or incorporated enterprise. Individual 
income tax returns are used to establish benchmark estimates for net 
rent receipts. Census statistics, samples, and the rent index are used for 
interpolation or extrapolation. The estimation of imputed rent on 
owner-occupied homes is based on essentially the same sources, Rental 
income from farm property is separately estimated by the Department 
of Agriculture. The rent series, like the series on income from unincor- 
porated business, is lacking in reliability. 

Corporate income. Corporation income tax returns supply the basic 
data for estimating corporate income, the sum of dividends and retained 
earnings. Seemingly this series is accurate, but the accuracy applies only 
to book values. There are many reasons to believe that reported earn- 
ings are not the true earnings figure we want for many applications of 
social accounting data. In so far as the deviation of earnings figures 
from economists’ norms are balanced by deviations in the opposite 
direction among other components of national income, the measure of 
aggregate output will be unaffected. Even book-yalue figures, however, 
present difficulties for the National Income Division. They must make 
adjustments for audit, capital gains, foreign dividends, mutual cancel- 
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:Jation of domestic dividends, and other items. In general book-value 
profits rank high in reliability among income components. 

Interest. Corporate and government interest are well covered, the 
former in corporate income tax returns and the latter in government 
financial reports. Income tax data, consumer credit statistics, and mis- 
cellaneous sources are drawn upon for the estimate of the remainder, a 
major component of which is imputed’ interest rendered by financial 
intermediaries. The curious practice is followed of not including interest 
on charge accounts or installment debt other than that on automobiles. 
Except for corporate and government interest, this factor share is 
probably not reliable. 


Personal consumer expenditures. Expenditures on amodi: are. 


estimated mainly by Kuznets’ commodity flow method until 1939 and 
extrapolated from that point by indexes of retail sales. The commodity 
flow method starts from the value of production, allocates output among 
finished and unfinishéd producer or consumer categories, and corrects 
for inventories, distribution charges, and retailers! markups. 'This pro- 
cedure involves a complex series of steps, each of which requires judg- 
ment and is a potential source of error, Errors in allocation of output 
between consumer and producer goods are not always offsetting in the 
estimation of total output. Automobile purchases and some other items 
are estimated by the retail valuation method (multiplication of price 
indexes and quantity data). The data on used cars are rough, while 
the data on new cars contain an arbitrary separation between producer 
and consumer goods. 

. Expenditures on services are estimated from annual reports of rail- 
roads and utilities; censuses of housing, business, and agriculture; 
sample surveys on professional incomes; and other sources, Some of 
these sources provide scanty information, but even in the case of sup- 


posedly acc accurate statistics like those of rail passenger travel, a separa- , 


tion must be made between personal and business expenditures, Errors 
in making this separation are not Lo. for the measurement of ag- 
gregate output. 


There are undoubtedly errors in the consumption Goeie of na- 


tional expenditures, but the National Income Division must be praised 
for the elaborate detail they have presented on types of expenditures 
_and the complete reliance on direct information for this strategic mag- 
nitude, - 
Construction, Public reports, building contracts let, and building 
permit records are the main sources for estimating construction. Data 


from the F. W. Dodge Corporation cover only states east of the Rocky . 


Mountains and must be extended to the entire country. Permit data | 


traditionally understate the value of construction and must be revised 
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upwards. In addition there are problems in. estimating construction in , 
nonpermit and farm areas. Expenditures on additions and alterations 
are significant in total construction outlays and are based on permit 
. statistics, yet permits are not issued for many such expenditures. On 
the whole, construction expenditures rest on reliable bases, but they 
leave room for definite improvement. . 

Producers! durable equipment. 'The commodity flow atodi is ased 
for this item in a similar fashion to its use in estimating consumption, 
with many of the same possibilities of error. Motor vehicle data are 
valued directly from price and quantity: series, while other types of 
equipment, such as rail equipment, are estimated directly from industry 
sources. A decent level of accuracy ‘is probably achieved. 

Inventory change. -Inventory data are notorious for providing pitfalls 
‘for national income statisticians. The basic problem is to revalue the 
change in book value data in order to measure the value of the change 
instead of the change in value. The National Income Division has de- 
voted careful effort to this. task. They have tried to classify book data 
by Lifo or Fifo valuations and used adjustment techniques appropriate 
to each valuation. The data on corporate.inventories come from cor- 
porate income tax returns, but the data on other inventories come from 
censuses and inadequate individual tax returns. The job is undoubtedly 
done with the utmost care, but the result cannot be marked with a very 
high degree of reliability simply because of the lack of necessary basic 
data: 

- Net foreign investment.. Foreign commerce statistics on yösi and 
some factor payments are undoubtedly quite satisfactory. -These make 
for accuracy in the estimation of the foreign balance. Remittances, 
travel, and tourist expenditures seem weak, however. Data on remit- 
tances cover only a limited number of financial instruments. The sam- 
ples of passengers described to determine consumer expenditures on 
transportation and tourism cannot be said to.inspire confidence. 

. Government expenditures. 'The receipts and expenditures of the fed- 
eral government are soundly reported in budgets. A series of adjust- 
ments must be made to eliminate transfers, subsidies, and other items. 
, Expenditures on goods and services are finally estimated as a residual. 
Some components of goods and services are, however, directly estimated. 
State and local data are less satisfactory and pose some problems in 
the conversion from fiscal to calendar year accounting. Notwithstand- 
ing these adjustments, the series on goverriment expenditures is highly 
reliable. j 

` Personal savings. The subtraction of consumer expenditures from 
disposable income yields a residual estimate of savings. Like all resid- 
ual estimates, the savings data permit diverse errors to enter, and the 
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resulting reliability is low. We do, however, obtain direct estimates of 
savings from data published by the Securities and Exchange Commis- 
sion, and these could possibly be used for many purposes in lieu of the 
estimate of the National Income Division. A useful table (6) included . 
in the document under review reconciles the liquid savings estimates of 
the S. E. C. with the residual estimates contained in the national income 
accounts. In this reconciliation, data on many specific items useful in 
deriving alternative aggregative concepts are, incidentally, made avail- 
able. 

The appraisal in this review of components of income and outlay by 
relative degrees of accuracy largely follows the listing given in National 
Income. This type of analysis is useful for several applications, and the 
technicians who compile the material are certainly in the best position 
to furnish a listing in the proper order. Some econometric applications 
have taken into account the existence of errors of observation, but in 
practice it has not been feasible to determine the relative error variances 
of the series used. The authors do not provide us with error variances, 
but they do take us a good step nearer this end. It is possible that useful. 
econometric results could be ascertained from the type of information 
that is available to the national income statistician. It is hoped that 
work on the assessment of relative errors will be pushed in future efforts 
so that we may accumulate even more useful measures than crude rank- 
ings through experience. 

A possible measure of reliability, in terms of internal consistency, in 
the estimation af components of income and expenditure is the size of 
the statistical discrepancy, the divergence between the estimates of 
national income and national expenditure or product after certain recon- 
ciling items in one series but not the other are taken into account. The 
size of the statistical discrepancy is often cited in favor of the accuracy 
of thewnational income estimates of the Department of Commerce. - 
While some encouragement can be taken from consideration of the 
magnitude of the discrepancy, we cannot remain complacent over the 
fact that the figure is as large as $3-5 billion in some years. Percentage- 
wise in terms of gross national product this seems to be small, but it 
represents the yearly output or income of many persons. It is definitely 
not negligible. As is well known, individual key. components can be“ 
grossly in error, while the national income and expenditure accounts 
. nearly balance in total. More work is called for in the analysis of this 
term. What are its time-series properties? Does it behave like a random 
series? 

"Throughout the discussion of the methods uged in compiling ine main 
items of the social accounts it was observed that sample surveys aré 
used, in some cases to extend benchmarks and in others to establish 
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basic series. The different surveys used vary in quality, but among the 
poorest are some based on mail questionnaires. The response rates are 
.often extremely low, leading one to doubt the usefulness of the col- 
_ lected material for calculations in a field where aspirations for accurate ` 
measurement are high. The most obvious suggestion, undoubtedly 
entailing additional expenses, is to replace these surveys with personal 
interview surveys based on carefully selected samples. 

It is interesting to consider a number of ways in which well-conducted 
field surveys could be further exploited as a means towards filling in 
some of the largest gaps in the social accounts. A fruitful area in this 
respect is tlie unincorporated enterprise sector. Personal interviews 
could be conducted to ascertain prevailing accounting practices and to 
collect more detail than is reported in personal income tax returns. A 
very important item for analytical studies is a measure of unincorpo- 
rated business saving to parallel the concept of corporate savings. The ' 
accounts in the Commerce Department's document do not provide in- 
formation on these entrepreneurial savings, and direct personal inter- 
views seem to be practically the only fedsible source for obtaining re- 
liable estimates. On the income side of the accounts, various subdi- 
visions can be made into farm income, entrepreneurial income, wage 
income, etc. On the expenditure side corresponding divisions cannot be 
found for matching in analytical studies on expenditure behavior. Farm 
` spending and saving or entrepreneurial spending and saving are not sep- 
arately given, and survey statistics seem to be the logical source for 
rounding out the accounting system in this respect. It will not be satis- 
factory to prepare isolated surveys to attempt to provide some bench- 
mark estimates where no others exist. We really need a repetitive flow of 
surveys to supply å continuous record of various basic data. 

The structure of our national accounting system for the most part 
follows the well-established lines set out in early national intortte“esti- 
mates. A clearer picture of the national economy ‘is often obtained 
from accounting structures more closely resembling those that have 
been widely and successfully used in operating private enterprise. If the 
economy is split into groups such as households, business firms, finan- 
cial institutions, government, and the outside world, we can envisage 
income statements and balance sheets for each group. The income state- 
ment consists of receipt and expenditure items that are components of 
the present national accounts. Double entry arrangements into income 
statements or receipt-expenditure accounts give good views of the op- 
eration of each sector and also of their linking together in the circular 
flow mechanism, Either conventional balance Sheets of assets and 
debts, or statements of changes. (over the accounting period) in these 
capital items are needed in addition to the flow statements on receipts 
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and expenditures. The Dutch social accounting system laid out in this 
form has achieved great elegar.ce in presentation and has proved quite 
useful in economic planning." The schemes of Richard Stone,” based 
usually on the British economy have been even more elaborate but have , 
the same general nature of giving a unified azcounting treatment to the 

entire system. Less preoccupa'ion with certain arbitrary aggregates is 

.perhaps the reason that the accounting presentation abroad has been 

developed to a more refined state than in this country. We may be 

pleased to observe that in the present volume a series of tables is given 

in which current income accoutts are presented for the business sector, 

the personal sector, governmert, and the rest of the world. These ac- 

counts are given on a highly aggregative basis for the year 1950. A 

vigorous research program designed to reveal more detail in a larger 

‘number of sectors would be a nore suitable objective of national income 

research than that of measurirg aggregate output in some sense. The 

capital account in the framewerk of the Commerce document is very 

gross; it simply shows the mutations in less than a dozen asset-liability 

items. 

The constant dollar series om national product represents one of the 
major new contributions of the present volume. The National Income 
Division has performed this job carefully, deflating each of several de- 
tailed components by the corresponding price index. I can fully sympa- 
thize with the authors’ remarks that various alternative experiments in 
weighting and other details hare had little effect on the final result. In 
fact, much cruder deflating methods used by Harold Barger and myself 
on the same current price data Rave produced nearly the*same result for 
the valuation of gross national product in:1939 dollars. Nevertheless it 
is important to have the job done by detailed components in an agency 
that can afford the resources because periods could arise in which more 
refined-eeeulations would show truer results than would crude methods. 

The revaluatior to constant Jollars is carried out only for the prod- 
uct or expenditure side of the national income accounts. It is interesting 
to speculate on the possibility of similarly ravaluing the income side. 
The components of the wage b ll:could be deflated by indexes of wage 
rates; components of rental income could be deflated by indexes of rent. 
The appropriate concepts are not clear for all income shares such as 
corporate profits, interest, entrepreneurial income, and other items that 
are not primarily formed as a product of market prices and quantities. 
Progress could, however, be made in the direction of revaluation of 


“See, e.g, Central Econgmic Plan, “952, Appendices, Central Planning Bureau, The 
Hague, August 1952. * 

“R, Stone, “Functions and Criteria >f a System of Social Accounting,” Income and - 
Wealth, Series I, ed. by E. Lundberg (Cimbridge, Bowes and Bowes, 1951). 
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some major components of income. If the entire income side could be 
expressed.in constant prices together with the expenditure side, we 
could construct a closed set of accounts in a.constant price system. 

By orienting ourselves in a social accounting framework and neglect- 
- ing specific aggregates we could consider. the problem of revaluing in 
each sector all debits and credits expressible as products of market 
prices or wages and quantities. Remaining items in the accounts, essen- 
tially balancing items such as profits and savings, could be revalued on 
a residual basis, as the difference between all other debits and credits in 
the accounts revalued to the constant price system. Ultimately, the com- 
plete set of revalued items could be combined into aggregates of na- 
tional income, national. product, and national expenditure. 

-Users of national income data who study trends and fluctuations in. 
the economy will profit considerably by having the constant-dollar se-. 
ries of' national product available to them. There are other tasks, yet 
undone, for which it would be appropriate to ask the National Income 
Division to allocate some of its resources in the interests of enhancing 
our knowledge of the economy. We have, on the one hand, Kuznets” 
annual estimates of national income covering the period since 1919 but. 
not maintained currently in competition with the Department of Com- 
merce and, on the other hand, the estimates discussed here for the 
period 1929 to date. Prior to the 1947 revision of concepts by the De- 
partment of Commerce there were available statistics, based on homo- 
'geneous concepts, giving a picture of the economy from 1919 to 1946. 
A new, and perhaps more careful, splicing of the two bodies of data is 
required for the study of various problems in the development. of our 
economy by methods of time series analysis. 

Quarterly data*are available in the volume from 1939 to date, Bar- 
ger? has published quarterly estimates for the period 1921-1938, and 
these too need to be carefully spliced with the current sérieseeremany 
purposes of analysis, short-run data are essential and these should, if 
possible, be available for a.continuous period of many years. The new 
quarterly estimates are quite aggregative, covering only the main com- 
ponents of national income and product. It would be desirable to have 
more detail forthcoming as a result of new efforts in the building of 
. quarterly series. It should also be mentioned that the quarterly data 
are all presented in current prices. There is a present ned for these 
` data in constant dollars. 

Although the quarterly series are the most important in several types 
of analysis, especially business cycle studies, they are unfortunately less 
reliable. The discussion on methods of estimation in the volume refer 


? Harold Barger, Outlay and Income in the United States, 1921-1938, Studies in Income 
and Wealth, Vol. IV (New York, National Bureau of Economic Research, 1942). 
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only to annual statistics, and we know little about the inner character 
of the quarterly series compiled since 1939. There is need for a simi- 
larly revealing description of quarterly estimates—of interpolations, 
seasonal adjustments, the use of samples, etc. 

The shifting of the burden of preparation of national income data 
from pioneering statisticians wcrking in small research units to a large 
government agency has proved to be thoroughly desirable. The work- 
manlike job described by the Department of Commerce authors shows 
the advantages of this shift at the present stage of development of the 
subject. Accuracy of the resulting data has definitely been improved. 
We express our hope, however, that work in the subject will not become 
routinized; that statisticians both inside and outside the National In- | 
come Division will continue to bring new ideas to bear on the problems 
of social accounting. «os 


COMMUNICATIONS 


Population Growth and the Demand for Capital 


In discussions of thé stagnation thesis economists still disagree about the 
relative significance of a decline in the percentage rate of population growth 
and a decline in the absolute rate of growth. A number of supporters of the 
stagnation thesis attach a special importance to the absolute rate of growth 
apparently on the grounds that the acceleration principle is based on the 
absolute rather than the percentage rate of growth in final demand. Thus 
Benjamin Higgins states: “Speaking generally, the absolute rate of growth is 
the more important concept, and a falling percentage rate of increase is 
significant mainly as a harbinger of a later drop in the absolute increase. 
. . . For that part of the argument based upon the acceleration principle, the 
absolute rate of increase is clearly more important." Similarly A. H. Hansen, 
after a reference to the long-run effect of the percentage rate of population 
growth upon capital formation, states: “The business depression in 1929 was 
the first one in our history in which a drastic decline in the absolute increment 
of population growth occurred. Now we all know that the acceleration principle 
in business cycle theory is based on the absolute increment of growth of final 
demand and not on percentage increase. Here was a wholly new factor that 
contributed to the severity of this depression."? Likewise, H. A. Adler states: 
“The reason for emphasizing the absolute increment in population growth with 
respect to the 1930 depression lies in the working of the acceleration prin- 
ciple."* The opposite view to this has been summed up by George Terborgh 
in his terse remark that, to say the absolute decline in population growth is 
more important than the relative decline “is like saying that_g pound of 
growth on a dog has the same significance as a pound on an elephant."* 

None of the writers who stress the importance of the absolute rate of growth 
state exactly why or to what extent the acceleration principle supports their 
argument. If their conclusions are based on a belief that this principle applies 
only to the case of absolute growth, they have fallen into an error. The 
acceleration principle can be applied either to a percentage rate of increase or 


*“Concepts and Criteria of Secular Stagnation,” Income, Employment and Public 
Policy (New York, 1948), p. 99. Higgins also notes certain circumstances where he believes 
that the percentage rate of growth is the more important concept. 

* Economic Policy and Full Employment (New York, 1947), p. 300. 

*“Absolute or Relative Rate of Decline in Population Growth?,” Quart. Jour. Econ. 
(Aug. 1945), LIX, 631. . ° f 

*"Dr, Hansen on ‘The Bogey of Economic Maturity'," Rev, Econ. Stat. (Aug. 1946), 
XXVII, 170, i 3 
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to an absolute rate cf increase in population or of final demand. Its basic 
assumption is that there is a fixed ratio between the level of income or con- 
sumption and the quantity of capital. It is true that textbook illustrations often 
state the principle in terms of absolute increments of final demand but this 
does not mean that it cannot also be applied to percentage increments. It seems 
more probable that these writers have been thinking of the fact that, neglecting 
replacement demand, an absolute fall in the volume of investment will occur 
when the absolute increments in final demand begin to fall. But the significance 
of this conclusion may be more limited than has been generally realized. Since 
there has been some confusion on this matter, it will be useful to state these 
relations more precisely. The application of the acceleration principle to the : 
cases of absolute and relative growth in population will be considered in turn. 
For simplicity it will be assumed initially that the level of per capita real 
income remains constant. The effects of replacement demand are neglected 
throughout. 

Let us suppose that population is increasing by equal annual increments 
which we will designate by p. Let k represent the amount of increased invest- 
ment measured in dollars of constant purchasing power that is called forth by 
the addition of one person to the population. Accordingly, the total amount of 
investment due to the working of the acceleration principle in relation to 
population growth (hereinafter called population investment) will be k’ ? and 
this will remain constent as long as population continues to grow by equal 
annual increments. Now it is clear that if per capita real income remains 
constant the total national income must rise as the population grows. If 
savings are a constant percentage of income, the total amount of savings will 
rise also. Thus as the population grows at a constant absolute rate, population 
investment will become a successively smaller percentage of national income 
and of total"savings. A gradually increasing percentage of the total investment 
required to offset current savings will have to come from othef sources. Hence 
even when population is increasing by equal afnual increments, there is need 
for a rising volume of investment from sources other that population growth 
if chronic underemployment is to be avoided.® 

Leteugmow assume that population, instead of growing each year by con- 
stant absolute amounts, grows at a constant percentage rate which we will 
designate p”. Assume as before that the amount of investment called forth by 
the addition of one person to the population is &. Then, if we denote by P, 
the population at the beginning of any year n, the absolute growth in popula- 
tion for the year n will be ~’-P, and the absolute amount of population in- 


* This analysis has an application to a famous discussion in the literature of the accelera- 
tion principle. Ragnar Frisch has shown that under certain circumstances a decline in the 
rate of increase in consume--taking need not lead to an absolute fall in the level of in- 
vestment, This would be true if the rise in the replacement demand for equipment were . 
sufficient to offset the fall in the expansion demand for capital equipmerit. But even in this 
special case Frisch's argument fails to note that the volume of net investment would fall 
and that the volume of gross investment, even though constant, would be a declining 
percentage of national income. See R. Frisch, “The Interfelation between Capital Pro- 
duction and Consumer Taking," Jour. Pol. Econ. (Oct. 1931), XXXIX, 646-54, and the 
discussion with J. M. Clark in subsequent issues. 
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f ; . 
vestment will be &-p’-P,.® From this it follows that the ratio of population 
investment to national income for any year n will be equal to: 


kp- P. j 
P,(1 + py 
; La | 2 
where P,(1 + .$') is the population at midyear and y is the level of per 


capita real income. Since P, cancels out of both the numerator and denomina- 
tor we are left with an expression in terms of k, p’, and y, all of which are 
constants by hypothesis. This means that, where population i is growing at à 
constant percentage rate, population investment will remain a constant per- 
.centage of income. If, in these circumstances, saving is a constant percentage 
of income, population investment will absorb a constant proportion of total 
savings. It also follows from this expression that a decline in the percentage 
rate of population growth will cause the ratio of population investment to 
national income to decline. One particular form of a decline in the relative 
rate of population growth is a population which increases by constant absolute 
amounts. 

Finally, let us drop the MT that the level of per capita income 
remains constant and asstime, instead that it is gradually fising. It seems 
reasonable to suppose that any growth in per capita income would cause & to 
increase also. If each person in the population enjoys a higher standard of 
living, it is not unreasonable to expect that the capital required to produce 
this higher standard will be larger also. If the ratio of & to y remains constant, 
which will be true if the capital-output ratio remains constant, the conclusions 
reached above are unaffected. In this particular case the,ratio of population 
investment to national income will remain constant as long as population 
grows at a constant percentage rate even though the level of per capita income 
is rising. Only if &,and y grow at different rates is it impossible to state defi- 
nitely what will happen to thé ratio of population investment to national 
income. However, unless the size of the ratio &/y is inversely affected by the 
rate of population growth, it will still be true that the ratio of"Dopülation 
investment to national income will decline more slowly (ór grow more SEM 


*'This assumes a constant percentage growth compounded annually. 
"The proof is as follows. Assume another rate of growth: + such that p’>p”. It is 
required to prove that | 
- QE! X k:p”. 
sytpy/ytp"y 
2 25 


If we divide both sides by k, multiply through by y and then multiply both sides by the 
product of the remaining denominators we obtain, p tp? p^ p”. "p Pp _ Which must 
be true if p >p”. 


* It should be noted that I am eGucerned here only with hs effects i rising ‘per capita 
income on the amount of investment induced by population growth. This growth in per 
capita income will, of course, induce additional investment if the capital-output ratio is 
, to remain constant. 
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when pọpulation grows at a constant percentage rate than when it grows at a 
constant absolute rate. 

In view of these conclusions why have a number of economists placed so 
much emphasis on the absolute rate of population growth? For with a constant 
absolute rate of growth one can expect a steadily declining ratio between 
population investment and national income. As was suggested above, it seems 
likely that the economists in question have been thinking too much in terms 
of a static economy in which it might be reasonable to assume that a constant 
absolute volume of investment would maintain an acceptable level of employ- 
ment for an indefinite period of time. Needless to gay, we live in a rapidly 
growing economy and in these circumstances we are likely to need a growing 
volume of investment. There can be little question then that the percentage 
rate of growth in population is a much more relevant concept than the absolute 
rate of growth. 

The argument advanced here is Senia similar to that given by a number 
of economists who have discussed the dynamic growth aspects of capital in- 
vestment.? The principal difference is that these economists have been primarily 
concerned with the relation between capital investment and the rate of growth 
in output as a whole whereas my argument has been restricted to the relation 
between population growth and capital requirements. In both instances the 
basic assumptions. are that the capi-al-output ratio and the average propensity 
to save remain constant. Given these assumptions Harrod, Domar and others 
have shown that a constant proportionate (not absolute) rate of growth in 
output is required to induce sufficient capital investment to offset the amount 
of saving that would be forthcoming at a full-employment level of income. 
The required rate of growth is equal to the average propensity to save multi- 
plied by the reciprocal of the capital-output ratioJ? I have shown that under 
similar assumptions a constant proportionate rate of growth in population is 
necessary if population investment is to remain a constant proportion of 
national income and total saving. 

While I have demonstrated that under certain assumptions a constant per- 
centage rate of population growth "will induce a level of investment that will 
remain aesenstant proportion of nacional income, this still leaves unanswered 
the further questior of whether one constant percentage rate of growth is 
better or worse than another. I should like to suggest that for any country at 
any point of time there is some optimum rate of population growth." An 
optimum rate of population growth can be defined as that rate of growth 
which.is most conducive to the maintenance of a high level of employment and 
a rapid rate of economic progress (where economic progress is defined as 
increase in output per capita). A more rapid rate of growth than this might 


*See, in particular, R. F. Harrod, Towards a Dynamic Economics (London, 1948); 
E. D. Domar, "The Problem of Capital Accumulation," Am. Econ. Rev. (Dec. 1948), 
XXXVHI, 777-04; and W. Fellner “The Capital-Output Ratio in Dynamic Economics,” 
Money, Trade, and Economic Growth (New Vork, 1951) ; and the references given by 
Fellner on p. 106. ° 

? Fellner, of. cit., pp. 111-12. 

“ Higgins has suggested the need for such a concept. See op, cit., p. 106. 
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slow up the rate of economic progress by reducing the average propensity to 
save, because of the high consumption rate associated with large families, thus 
in turn reducing the amount of capital investment? A slower rate of growth 
might induce less capital investment and thus be less favcrable to both the 
maintenance of a high level of employment and the rate of economic progress. 

It seems likely that the optimum rate of population growth would change 
over a period of time as the ratio between a country's population and its 
natural resources changed. In effect, this means that the optimum rate of 
population growth would vary as the position of a country's population 
changed with reference to its optimum population.?? It would also vary as the 
volume of opportunities for investment arising out of growth in per capita 
output changed. When the population is below an optimum level, a high rate 
of population growth will mean a rapid approach towards the optimum. This 
movement of the population towards an optimum will cause an increase in 
output per capita because of the more favorable ratio of total population to 
resources. On the other hand, with a lower rate of population growth a larger 
proportion of total savings will go into forms of capital investment which help 
to raise the level of output per capita. Under these conditions the minimum 
acceptable rate of population growth would be the rate which, given the 
average propensity to save and the opportunities for investment related to 
growth in output per capita, was just sufficient to maintain full employment. 
A maximum acceptable rate would be a rate so rapid that any further increase 
in the rate of population growth would cause a slowing up in the growth of 
output per capita either because it reduced the community’s propensity to save 
or because the total supply of capital equipment did not xeep pace with the 
growth in population. Within the limits set by this maximum and minimum, a 
. range which could be substantial, it might be difficult to determine an optimum 
position, . " 

In contrast, when a country's population is beyond its optimum, any in- 
crease in the rate of population growth above the minimum rate necessary to 
induce sufficient investment to maintain full employment will be clearly un- 
desirable for it will result in a less favorable ratio of population to resources 
and a lower level of per capita output. Thus, where a country's population is 
beyond the optimum, the optimum rate of population growth will depend pri- 
marily on the opportunities for investment related to growth in output per 
capita. In fact, if growth in output per càpita alone would induce sufficient 
capital investment to maintain full employment, the optimum rate of popula- 


“This introduces the question of the possible effects of population growth.on the 
propensity to save, a difficult problem and one beyond the scope of this note. It alsa 
assumes that the amount of investment is limited by the amourt of voluntary saving, 
that inflation and forced saving are prevented by monetary controls. 

2 The difficulties of defining an optimum population have been carefully discussed by 
J. R. Hicks. See J. R. Hicks and A. G. Hart, The Social Framework of the American 
Economy (New York, 1945), pp. 240-43. I would suggest that tae optimum population 
be defined with reference to the amount of capital equipment, the opportunities for foreign 
trade and the state of technical knowledge at a given time ånd that we recognize that m 
optimum will change over time with changes in these factors. : 
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tion growth would be zero. As Fellner has shown, given a constant average 
propensity to save (s) and a conszant capital-output ratio ( R), the required 
over-all rate of growth necessary to induce sufficient capital investment to 
maintain full employment is a constant percentage rate of growth of (s). 
R y 
When a country’s population has exceeded the opiimum, the more of this re- 
quired rate of growth which can be made up by growth in per capita output 
the lower will be the optimum rate of population growth. When a country’s 
population is below the optimum, it may be difficult within certain limits to 
determine the best combination of population growth and growth in output per. | 
capita needed to meet this required rate of growth. 

In practice the concept of an optimum rate of population growth is difficult 
to- apply. Consider, for example, the changes that have occurred in the per- 
centage rate of population growth i in the United States over the period 1790 
to 1950. The relevant data are given in air I. l 


TABLE I.—PERCENTAGE GROWTH IN POPULATION, BY DECADES, 
THE UNITED STATES, 1790 ro 1950 








‘ Percentage Percentage | 
Decade Growth Decade Growth 
1790-1800 34.8 - 1870-1880 : 26.0 
1800-1810 36.4 1880-1890 . 25.5 
1810-1820 33.1 1890-1900 . 20.7 
1820-1830 34.1 1900-1910 21.4 
1830-1840 32.7 1910-1920 - 15.2 
1840-1850 35.9 1920-1930 15.6 
1850-1860 o 35.5 1930-1940 7.2 
1860-1870 26.6 1940-1950 ` " 14.9 








Source: U. S. Bureau of the Census, Historical Statistics of the United States, 1789-1945 
(Washington, 1949) and Survey of Current Business, July 1951. ? 


If we exclude the decade 1930 to 1940, rates of growth over the period 1790 
to 1950 fall into four groups. From 1790 to 1860 population grew at the rate 
of about 33 to 36 per cent per decace. A sudden decline in the rate of growth 
occurred about 1860, and thereafter population grew at a rate of about 26 per 
cent per decade from 1860 to 1890. A further decline in the rate of growth 
occurred at this time and population grew at about 21 per cent per decade 
from 1890 to 1910. Finally, with the exception of the 'thirties, population has 
grown at the rate of about 15 per cent per decade since 1910. Thus there has 
deen a regular step-like decline in the percentage rate of population growth 
since 1860.15 A detailed study would be necessary to determine whether these 
declines in the rate of population growth were accompanied by corresponding 


? Felner, of. cit., pp. 111-12. 

% These data give little support to Hansen's contention that "the percentage decline in 
opulation in the United States was not marked until after World War I.” See op. cit., 
» 299. 
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reductions in the optimum rate of growth. However, a few observations appear 
justified. Tt seems reasonable to suppose that the optimum rate of population 
growth would be higher during the earlier part of this period when the ratio 
of population to land and other resources was extremely low and the total 
population was well below an optimum. Further, the inflow of foreign capital 
during the first part of this period would raise the optimum rate of growth for 
that period. It is also possible that the rate of population growth during part 
of this period may have exceeded the optimum by a substantial margin. 

More recently, the population of the United States has probably approached 
an optimum and may well have passed it. Accordingly it seems probable that 
the optimum rate of growth is now substantially lower than it was during the 
earlier part of the period, say before 1900. Some economists, in particular 
those of the secular stagnation school, are inclined to believe that the rate of 
growth in recent decades has been below the rate necessary to maintain a high 
level of employment. However, the occurrence of two world wars and a great 
depression makes the period since 1910 difficult to interpret and a more de- 
tailed study, will be needed to determine whether the optimum rate of growth 
has declined more or less than the actual rate of growth in recent decades. In 
fact, the whole problem of the relation of population growth to the demand for 
capital merits more detailed attention than it has yet received. 

In view of the recent emphasis that has been placed on the “amazing popu- 
lation upsurge" in the United States it may be useful to note by way of con- 
clusion that although the absolute growth in the population of the United 
Siates during the decade ending in 1950 was the largest on record, the per- 
centage rate of growth for this decade was slightly smaller than that of the 
decade ending in 1930. 

CLARENCE L. BARBER* 


* The author is associate professor of political economy at the University of Manitoba. 


Consumption and Investment Propensities: Comments 


Editor's. Note: These three comments on the article by Ta-Chung Liu and Ching-Gwan 
Chang, published in the September 1950 issue of this Review, were originZffy sifbmitted 
for publication during the period September 1950-April 1951. Publication has been delayed 
in part by the necessity for revisions, but iainly because the authors of the original article 
have been out of the country for considerable periods of time. 


In an article in this Review, Messrs. Ta-Chung Liu and Ching-Gwan 
Chang set out to test certain hypotheses concerning the relationship between 
- prewar and postwar aggregate spending propensities in- the United States. 
Their model is most unusual. There is no attempt at deflation: all magnitudes 
are at “current prices." Consumption, C, is made a function of gross national 
product, Y, and the consumers’ price index, P, rather than disposable income, 
Ya. Investment, I, is a function of V and current corporation profits after 
taxes, F, and the latter is considered exogenous. A valiant attempt is made to 


1 «Consumption and Investment Propensities,” 4m. Econ. Rev. (Sept. 1950), XL, 565-82. 


140 THE AMERICAN ECONOMIC REVIEW 


justify these peculiarities; it is the purpose of this note to raise some important 
doubts. ; 
I. Deflation 


Liu's and Chang's defense of tbe use of current price magnitudes is not con- 
vincing. Their first argument, that a function based on “money illusion" better 
conforms to theory than one which relates real consumption to real income, is , 
ambiguous. What are the "theoretical grounds" on which we should expect 
the absolute price level to play a part in consumption decisions? The authors 
do not specify. If narrowly defined, the use of the term “money illusion” would 
indicate that they are suggesting “irrationality”? on the part of consumers. 
Yet, since the implication that a hypothesis of systematic "irrationality" is 
subject to theoretical proof is patently unacceptable, it is more likely that Liu 
and Chang are thinking in terms of “rationality” in a dynamic world. Either 
inelastic price expectations or “Pigou effects" could induce "rational" be- 
havior which would appear (to ar observer with a static frame of reference) 
like money-illusion *irrationality.'? 

By accepting the importance of such dynamic effects, however, the authors 
undermine the logical foundations of their own function. If current prices and 
incomes are the sole variables relevant to consumption decisions, then the 
form of the consumption function cannot be governed by tacit consideration 
of other variables‘ (expectations, nonequity assets, etc.).! If prices and in- 
comes are really the only things that belong on the right-hand. side, then it 
follows that only "irrational" behavior can validate an undeflated function. 
No empirical evidence is cited in favor of such “irrationality” and I, for one, 
am loath to give up the assumption of “rationaiity” for a model based on 
systematic “irrationality.” 

The authors’ second argument, -hat the indices available for deflation are 
of tenuous applicability, though correct in itself, is irrelevant. The technical 
faults of currently used deflating procedures provide exceHent reason for 
cautious interpretation of so-called “real” figures: they do not validate unde- 
flated figures. ' . ‘ 

Suffice it to conclude:® (1) that most prewar studies suggest that deflated 


*“Treatiomal” is a poor word for the intended concept but its analogous place in the 
vocabulary of price theory and the lack of an obvious substitute perhaps justify its use. 
Note, however, that it must be very narrowly defined as implying nonmaximizing behavior 
in terms of a specified frame of reference. None of the usual (and emotive) connotations 
apply. . , 

3 See Tobin, “Money Wage Rates and Employment," The New Economics, Harris, ed. 
(New York, 1947), pp. 583 ff. i 


* Unless these variables are linearly related to prices or incomes: a presumption not on 
its face obvious. _ : 

‘Liu and Chang's third defense, that the inclusion of P as a determinant of C elimi- 
nates the spuriousness of a high correlation between V and C which would otherwise 
dominate the relationship in that Y and C have prices in common, is a more or'less 
&dequate counter to the charge of spurious correlation. The problem is a slippery one 
though. It is true that replacing two uncorrelated variables x and y by zx and zy will 
result in a non-zero correlation. It dces not necessarily fellow that a good correlation 
between zx and zy is spurious, for the relationship between zx and zy might be the true 


x | COMMUNICATIONS | 141 


data provide a better statistical fit than do current values, a fact not met by 
the Liu-Chang arguments; and (2) that, at any rate, a correct choice must be 
based exclusively on which alternative provides the better (more invariant) 
hypothesis.® 

IL The Consumption Function 


The function used by Liu and Chang is of the form C= aY + bP + c, 
where a, b, and c are parameters. 

‘The authors indicate awareness of several possible ways of refining their 
function, but do not consider any of these of substantial importance. As 
regards lags, they state that despite the improvement in correlation that intro- 
duction of an additional independent variable necessarily effects, their experi- 
ments with lags resulted in only *superficial" improvements (not to mention 
the lower significance of the correlation) and that at any rate it is doubtful if 
any significant lags are inherent in annual data. 

These points are well taken; nevertheless, their justification for using unde- 
flated figures would have been more compelling had they used quarterly data 
and then tried lags. Had implicit expectational elements’ been thus brought in 
on the right-hand side, their function would have been more readily recon 
able with the assumption of dynamic “money sophistication." 

In the use of Y as a determinant of C one can also quarrel with Liu and 
. Chang. Unlike the use of lags, the use of V instead of Y, is not just a simpli- 

fication. The function, as it stands, does not provide us with a testable hy- 

pothesis of behavior. 

There are three possible methods of approach to “the” consumption func- 
tion: 
~ 1, The “Baconian” inductive-statistical approach: i.e., running correlations 
between aggregate magnitudes with no attempt ata theoretical foundation, 

. looking for higher and higher correlation coefficients; K ' 

2. Setting up hypotheses as to behavior. (invariant with respect to a “class 
of structures? ?), then testing against relevant aggregates; 

3. Basing hypotlieses on the behavior of individuals (“households”), aggre- 
gating, then testing both against aggregate and individual (micro-economic) 
data. m 8 

If we want to find a consumption uniformity which is invariant to changes 
in narrowly economic magnitudes, ż.e., which will vary only with changes in 





one. All that can be said is that a high correlation between zx and zy is not conclusive 
evidence that it is in fact the true relationship. 

‘If I may defend their practice against their own defenses, I would suggest the follow- 
ing: within limits, the inclusion of a linear price-level term in an undeflated relation does 
provide a rough approximation to a deflated function (Ze. a Taylor's series first approxi- 
mation). But where the two periods under consideration differ in P as much as do the 
postwar and prewar, we must be wary of such approximations. 


* TIt could be argued that implicit in the exclusive use of current magnitudes i is a pre- 
sumption that the elasticity of expectations is unity; that in fact people expect the 
parameters relevant to their. decisions not to change. If pegple really thought tbat they 
were living in a “stationary State, money illusion really would involve illusion, and what 
was said concerning systematic irrationality applies. 
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psychological motivation or the institutional and cultural “framework”! (and 
there is little sense in formulating less “fundamental” relationships) the 
superiority of the last approach is manifest.? 

The line of argument followed by Liu and Chang seems to have great 
affinity for the first approach. There is a good fit between C and Y, hence we 
have. the (?) consumption function. Their defense against criticism on this 
count is based on calculations indicating that disposable income is a good 
linear function’ of gross national product and that: “projections from the 
relation between the two during the prewar decade yield figures for postwar 
‘disposable income’ extremely close to the actual figures" (p. 570). 

If the “institutional” relationship between Ya and Y has not changed as 
-between prewar and postwar, it no doubt follows that an apparent re-establish- 
ment of the prewar (derived) relationship between C and Y is good evidence 
that the behavioristic relationship between C and Y, is the same as before the 
war. Yt is important to note, however, that the usefulness of the Liu-Chang 
study is severely limited, a fact not sufficiently emphasized by their own 
article. Their so-called consumption function cannot be used either for pre- 
diction or for testing hypotheses of consumer behavior. It is not invariant with 
respect to changes in the Y vs. Y; relationship, hence variations in tax struc- 
ture, transfers, corporate savings, etc., will invalidate it. 

The only positive justification the authors provide for the use of Y is that 
it simplifies the system. If Ya is a linear function of Y, it is difficult to see the 


nature of the simplification. On the other hand, the advantages of using Ya- 


are substantial. 
f IH. The Investment Function 


The stated rationale of the Liu-Chang investment function (I = dY + eF 
+ i, where d, e, and i are parameters) is that income is a measure of the 
“level of economic “activities which generate demands for capital goods,” while 
corporate profits after taxes “indicate the magnitude of the incentive for 
actually making the investment at a given levél of demand” (p. 568). 

‘Note that F—corporate profits after taxes—is considered exogenous. This 

_in itself makes prediction on the basis of the function impossible, in that 
curremt cesporate profits are obviously related to the level of current income. 
More important (given the authors’ limited aims), a high degree of colline- 
arity between Y and F renders the two parameters "e" and “q” virtually 
meaningless. 

It is difficult to find justification for this sort of an investment function. The 
fact that no lags are intrinsic to annual data does not make the function any 
more useful: no meaningful hypothesis as to the behavior-of the individual 
investor is being tested. 

The dismissal of the "so-called laceoleration principle’ ” for lack of any 
evidence (p. 568), seems somewhat rash. Presumably Liu and Chang were 


51 am fully cognizant of the difficulties these distinctions involve, but they are not of 
essence in the present argument. 

°This was first impressed’ on the writer by Professor M. F. Millikan in his graduate 
national income course. 
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thinking of.the unsuccessful search for the stipulated I = f (dY/dt) relation- 
ship in time series data. Yet the lack of a discernibly consistent lead-lag rela- 
tionship only indicates that without lags the operation of the principle is not 
evident. It provides no evidence one way or the other as to any delayed effect 
dY/dt (or dC/dt) might have on I. 

At any rate, any function attempting to describe investment which does not 
assign a rôle to expectations (directly, or via lags, rates of change, etc., in- 
directly) and which is not grounded on a micro-economic hypothesis is justi- 
fied only if one accepts the “Baconian approach" to scientific inquiry or if 
one enjoys running correlations. 


IV. Results and Conclusions 


Comparing the projected values of C, I, and Y with the actual ex post 
values, Liu and Chang conclude that since *the actual consumption data for 
1946-1948 came very nearly [italics supplied] to the estimated figures," with 
certain cautions as to relevance outside of the range of observation “properly 
borne.in mind, one may be permitted to say that statistical facts do not con- 
tradict the conjecture that the [italics supplied] prewar consumption function 
has more or less been restored or that it is in the process of being restored" 
(p. 573). 

One. cannot but be somewhat skeptical as to the authors’ views on what 
constitutes “very nearly.” During the years 1930-40 the largest percentage 
discrepancy between actual and estimated consumption was 1.08% (1938), 
with an absolute average discrepancy of 0.58%. For the three years 1946-1948 
the discrepancies run to 4.95%, 5.88% and 2.68%, respectively, all positive 
(as opposed -to prewar when plus and minus discrepancies almost matched 
each other, 5 for 6). 

The estimated investment figures were completely off the mark. The authors 
suggest that “the failure of. the postwar investment expenditures to come up 
to the levels estimated from the prewar investment function may perhaps be 
explained partially By the feeling of uncertainty which existed in the minds of 
the entrepreneurs as regards the possible course of the developments of the 
American economy" (p. 574). The hypothesis that the depressing efféct of 
“uncertainty” on investment was “greater” during three years of uninter- 
rupted high level prosperity, (with a backlog of investment demand due to 
wartime disinvestment in many lines) than during the most depressed decade 
in U.S. history seems, at best, novel. 


V. Applications 


Liu and Chang apply their results to find quantitative approximations (1) to 
the extent of “money illusion” in the U.S. economy, and (2) to the “balanced 
budget multiplier.” Both applications bear discussion. 

1. In attempting to determine the existence and extent of “money illusion,” 
Liu and Chang correlate real consumption with real income for the 1930-1940 
period. They get a correlation coefficient indicating about as good a fit as that 
: provided by the undeflated function. The latter, however, “gives a slightly 


N 


144 THE AMERICAN ECONOMIC REVIEW 


better postwar projection,” hence “it appears that ‘money illusion’ did exist 
o (p. 575) 20 : 

To “give a quantitative indication of the extent of ‘money illusion,’ " the 
authors (i) calculaie the price elasticity of demand of real consumption for 


the year 1948,™ using (a) the undeflated function. and (b) the “real” func- ` 


tion; and (ii) take the difference between the two elasticities expressing the 
result in percentage terms. They conclude, in fact, that their result (4%) 
“may be considered as a measure of the extent of ‘money illusion! ” (p. 575). 

Unfortunately, the Liu-Chang procedure has no -ational justification. Note 
what it involves. The same ex post consumption fizures are used to estimate 
the parameters of both functions. One of these functions seeks to explain the 
figures on the assumption that they were generated by a public whose con- 
sumption decisions were dominated by “money illusion." The other seeks to 
explain them on the assumption that “money illusicn" was not of importance. 
One of these functions must be entirely spurious. If we hypothesize that 
“money illusion” did in fact exist, then we cannot attribute meaning to a 
deflated function whose parameters were calcula:ec from data generated (by 
our hypothesis) by a public under the influence of “money illusion.” If “money 
illusion” really did “produce” the data, then we must conclude that had real 
consumption been a function of real income (cer. par.), the consumption 
figures would have been different. The same is true if we reverse our hypothe- 
sis and base our reasoning on the presumption that :he data in hand represent 
consumption as a function of real income. 

The ‘same data cannot provide meaningful parameters for both functions. 
But if one of the functions is meaningless, the elasticity calculated from it is 
also meaningless; if so, it is difficelt to attribute any significance to the differ- 
ence between the two elasticities. 

2. Liu and Chang calculate a balanced budget multiplier of 2.7. Its im- 


probability is a consequence of the weakness of the whole thodel. Note that - 


the calculations imply a marginal propensity to spend out of corporation 
profits after taxes of only .339. There is a certain ambiguity here, since formally 
this figure refers to 0l/0F, with nothing said about the propensity to pay 
additional dividends out of the extra profits. Yet for their reasoning to be 
consistent, Liu and Chang must assume either that 66.1 cents of every. extra 
dollar of profits is not spent or raid out in dividends, or that the dividend 
receivers’ marginal propensity to consume is zero. The authors’ modest quali- 
fication that the “conclusion obtained by applying the system to the analysis 
of a concrete problem is . . . necessarily experimental in nature and can 
serve as no more than an initial reference for further work" does not prevent 
them from concluding that "the consequences of stch a policy" (ż.e., simul- 


? One wonders that they found the small differences (0.5%, 0.77%, 0.93%) between 
the two sets of projections significant (see p. 575). 

Duesenberry, Modigliani, Woytinsky and many others have shown that the postwar 
consumption-saving-income ratio can be accurately predicted by prewar relations without 
introducing “money illusion" by takirg systematic accourt oi postwar liquid wealth 
position, etc. i : 

“ Holding money income constant at tke 1948 level. 
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taneous reduction of G and business taxes) “would be even more disastrous if 
F were partially an increasing function of Y" (p. 576). 
Francis M. Bator* 


* The author is research associate and assistant to the director, Center for International 
Studies, Massachusetts Institute of Technology. He wishes to acknowledge extensive dis- 
cussion of all points with Professor R. Solow, and the helpful comments of Professors 
R. L. Bishop, E. C. Brown, and P. A. Samuelson. He is, however, solely responsible for 
errors. 


Comment 


In an article in the September 1950 issue of this Review Messrs. Ta-Chung 
and Ching-Gwan Chang argue that the price level should be introduced into 
the consumption and investment equations. In justification of this it is argued 
that, though this procedure gives “about an equally good" fit for the prewar 
period it gives a better fit for the three postwar years for which data are 
available. 

This argument, however, is open to the following criticism. Both the con- 
sumption equations, the one using and the other ignoring the price term, 
underestimate the actual data for the postwar years; this is only as it should 
be, for during this period the data were influenced by a special factor, the 
pent-up war demand. In order to derive the true relationship, one would have 
to subtract this factor from the actual data, and since we do not know how 
large this factor is, we cannot say that the equation coming closer to the actual 
data (in a linear way only, for there are points of inflexion in neither the 
data nor the estimating equations for these years) gives a better indication of 
the true relationship. This consideration is enhanced by the fact that a small 
difference in the estimation of the pent-up demand would destroy the signifi- 
cance of the price term, for the differences between the equation using the 
price term and the equation ignoring it are 1/10, 1/8 and 1/3 (for 1946, 1947 
and 1948 respectively) of the pent-up demand as measured by the difference 
between the actual data and the better fitting of the two equations. Thus the 
only evidence to show that the equation using the price term is superior is that 
of 1948, when the pent-up demand must have been of less importance then in 
the two preceding years. To argue from the evidence of one year is obviously 
most tenuous. A similar consideration throws grave doubt upon the estimated 
value of the price parameter, the calculated value of the price elasticity and 
also on the introduction of a price term in the investment equation. 

‘ THOMAS MAYER* 

*' The author is an economic analyst in the office of the chief economist, Bureau of 


Mines. The views expressed, however, are his own, and not necessarily those of the Bureau 
of Mines. 
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Comment 


The new conclusions with respect to consumption presented by Drs. Liu 
and Chang in their recent article are as follows: 

1. “Contrary to a complete absence assumed in the existing estimates of the 
(prewar) consumption function, the influences of ‘money illusion’ are statisti- 
ad discernible—" (pp. 565, 366). 

2. *While it cannot be definitely proven that the prewar consumption func- 
tion has really been restored during the postwar years, the postwar consump- 
tion expenditures do appear to be very close to what the prewar consumption 
function would require them to be" (p. 566). 

It is the purpose of this comment to suggest that in both cases the evidence 
presented points to the opposite conclusion. 

As evidence of the "money illusion" (ż.e., that if consumers’ real income 
remained constant but dollar income and prices fell, real consumer expenditure 
would increase, presumably because prices seemed lower) the authors present 
two equations for the consumption function. One is a standard function in 
which income (represented by GNP) and consumer expenditure are deflated 
for price. In the second, money values of income and expenditure are used 
directly in the equation and price is treated as an independent variable. 
Because “The two equations give about equally good fit for the prewar period” 
(both gave a correlation coefficient of 0.99), and because the new equation 
"gives a slightly better postwar projection," they conclude that the "money 
illusion” did exist (p. 575).  : 

Examination of their new equation shows their “money illusion” to be of an 
unexpected character. The equation is as follows with the usual notations 
except that Y represents GN P, not disposable income, - 


. C = 0.535 Y + .214 P — 3.06. 


This can be converted to real terms by dividing through by-P with C/P = c 
and Y/P = y to give the following equation, - 

c = 0.535y + .214 — 3.06/P. * 
According to this equation a lower price level produces a decrease in real con- 
sumér expenditure not an increase. This is the “money illusion” in reverse. 
It is an "illusion" which would, according to the equation, lead consumers to 
stop spending entirely if the price level were sufficiently low. : 

This apparent negative "money illusion" would be interesting if the co- 
efficient of price in the formula had significance. Actually the influence of the 
price factor in the equation is small. At 1940 prices and incomes, a doubling 
of prices would, according to the formula, increase real consumer expenditure 
by only 2 per cent. Yet the extreme difference in prices for the data used to 
derive the coefficients was only from 92 to 119. Furthermore, there was a very 
high intercorrelation between money income (however defined) and the price 
index in the base period used. Real income fluctuated very much as did the 
consumer price index. Multiplying real income by the price index adds to the 
intercorrelation. It must be obvious that the coefficient obtained for price in 
'the equation has no significance. 
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Since the introduction of price as an independent factor does not improve 
the coefficient of correlation, does not produce the expected relation and does 
not give price- a significant coefficient, it is difficult to see what evidence it 
provides of the existence of the “money illusion.” Rather, the evidence suggests 
that the simpler formula is the more valid of the two and that, in so far as the 
new formula throws any light on the “money illusion” it points to its absence. 

The question whether the postwar consumption expenditures are in fact 

"very close to what the prewar consumption function would require them to 
be" involves two problems: (1) what are the relevant figures, and (2) what 
constitutes being “very close"? 

The authors base their conclusion of the closeness of the postwar expendi- 
ture to the prewar function on the more complex of the two formulae. If the 
simpler and more valid formula is used, the discrepancy appears significantly 
greater as is shown in the first part of the table below. 


Excess OF ACTUAL CONSUMER EXPENDITURES OVER 
ESTIMATED EXPENDITURES 




















(in billions of dollars) 
By Complex By Simple 
Formula? Formula» 
1946 7.3 6.9 
1947 9.8 12.0 
1948 4.8 7.2 
. 1949 S : 10.2 
1950 First half year? | 8.4 . 
a C 0.535Y 4-0.214P — 3.06 i : 


b C20.539Y --0.161P 
° Seasonally adjusted 


The greater discrepancy is particularly important for 1948 since the authors, 
while recognizing that the actual figures are consistently higher than the esti- 
mate, attribute this to the pent-up demand arising from war shortages which 
could be expected to taper off as these demands are liquidated. The’ revised 
estimates for the years 1946 to 1948 do not show any such tapering. The lack 
of tapering is also indicated by the estimates for 1949 and the first half of 
1950 which are included in the table. Rather, consumer expenditure appears 
to have been running some $7 or $8 billion over the prewar relation to dis- 
posable income. Since the war, consumers have been spending roughly 5 per 
cent more than would have been expected on the basis of prewar behavior. 

Whether consumption expenditures running 5 per cent above what could 
be expected on the prewar basis is “very closé” to the prewar depends some- 
what on the point of view. A 5 per cent rise in the consumption function, if it 
has occurred, would seem to the present writer a noteworthy shift in a func- 
tion which has so often beer" assumed to be stable. 

But whether this shift, considered only from the point of view of consump- 
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tion, is significant, there can be little question that its implications for saving 
and the saving-investment problem are great. Below are given the actual and 
estimated consumer savings since the war, arrived at by deducting actual and 
estimated consumer expenditur: from actual disposable income. The figures 
in parenthesis for 1950 represent actual and estimated savings, excluding the 
veterans’ insurance payments from both disposable income and savings. 
































Actua] Saving Estimated Saving Ratio of Actual to 

(in billion dollars) (in billion dollars) Estimated Saving 
1946 10.3 17.2 60% 
1947 5.1 17.1 30% 
1948 12.0 | 19.2 62% 
1949 8.6 | 18.8 46% 

19508 12.8 (7.8) 21.2 (16.2) 60% (48%) 
Average 9.7 18.7 54% 





2 First half year—annual basis, seasonally adjusted. 


Since the end of the war savings have been little more than half what could 
have been expected on the basis of prewar relationships. Certainly from the 
point of view of the problem of oversaving it does not seem reasonable to say 
that “the actual consumption data for 1946-48 come very nearly to the esti- 
mated figures” (p. 573). 

If an upward shift of something like 5 per cent has taken place in the pro- 
pensity to consume, it would Aave considerable theoretical importance. It 
"would tend to cenfirm the posit on of those who, at the close of the war, pre- 
dicted that the great increase ir. the money supply and the great increase in 
the liquidity of individuals world give a more or less permanent lift to the 
propensity to consume. . 

GARDINER C. MEANS* 


* The author is consultant, Committee for Economic Development. 


f Rejoinder* 

Dr. Means’ criticisms center round the Eu. and the significance of the 
“money illusion" implied in our equation (1), C = 0.535 Y + 0.214 P — 
3.06,* which when divided thrcugh by P becomes: c = 0.535 y + 0. 214 — 
3. 06/P, c and y being deflated magnitudes. | 


*'The authors take this opportunity to correct the following typographical errors in 
the original article (this Review, September 1950, pp. 565-82) : (1) In footnote 7 (p. 572), 
the letters C, V, P, I and F in the symbols RC- YP and RI: VF should appear as subscripts. 
(2) On page 573 an equation sign ie missing before the expression in the thirteenth line 
from bottom. 

1 Page 572 of the original article. All variables i in capit&l letters are measured in current 
money values. 
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Means defined “money illusion” as the situation where “if consumers’ real 
income remained constant but dollar income and prices fell, real consumer 
expenditure would increase, presumably because prices seemed lower.” Since,’ 
with y constant, c as calculated from the second equation given above will . 
become smaller if P is smaller, the “money illusion" implied in the above 
equation would yield “money illusion in reverse" on Means’ definition.? 

There i5, however, no standard way of defining “money illusion.” Means’ 
definition may be called the “money price illusion.” Let us define “money 
income illusion” as the situation where, with real income constant but money 
income and prices falling proportionately, people are led by the smaller money 
income to believe that they are “poorer” and hence consume less, Our equa- 
tion yields “money income illusion” but “money price illusion in reverse”; 
whereas any equation which gives “money price illusion” would yield “money 
income illusion in reverse." There is little doubt that people know what their 
incomes and prices are in money terms better than in real terms;* hence both 
types of illusion could exist. 

No claim was made in the original paper that the “amount” of “money 
illusion” implied in equation (1) is large; at the same time, no test of its 
statistical significance was made. Whether “money illusion” existed signifi- 
cantly in the statistical sense depends entirely upon whether the constant term 
in equation (1), że., —3.06, is significantly different from zero. The standard 
error of that constant is 1.66 which, for eight degrees of freedom, means 
roughly one chance in twelve that a constant term as large as 3.06 (in absolute 
value) or larger would be obtained in the absence of a “money illusion.” This 
is not clearly statistically significant, but the probability is small enough to be 
suggestive. 

Whether on the basis of our equation (1) or (4), the estimated consumption 
figures were lower than the actual values in postwar years. It must for the 
time being remain a matter of personal opinion how much of these “excesses” 
of actual over estimated values represented a more or less “permanent” upward 
shift of the consumption function on account of the great increase in the 
liquidity. of the individuals, as Means seems to believe, and how much was due : 
to the liquidation of “pent-up demands.” The absence of a continuous “taper- 
ing off" tendency in the “excesses” obtained from equation (1) would tend to 
cast doubt, as pointed out by both Means and Mayer, on the interpretation of 
these “excesses” as reflecting the liquidation of “pent-up demands"; even 
though it is difficult to believe, on a Priori grounds, that the fulfillment of 
such demands did not play a róle in postwar consumption. In any case, the 
lack of any discussion of the liquidity factor was undoubtedly a serious error 
of omission in the original paper. 

The essence of Mr. Mayer's criticism is that, since we do not know the 


2 The “absurd” result obtainable from equation (1) mentioned by Means (i.e., consumers 
would “stop spending entirely if the price level were sufficiently low") is interesting but 
` unimportant; as all statistical functions, when carried far beyond their relevant ranges, 
are likely to yield economically sbsurd results. 

*' This was one of the reasons why the consumption function in the original paper was 
set up in money values, instead of in real terms. 
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actual size of “pent-up demands," we can not say that the equation coming 
closer to the actual data (i.e, equation 1) is a better indication of the con- 
sumption function than equation 4 when the influences of the “pent-up de- 
mands"'are removed from the relationship. An assumption implicit in the 
original paper is of course that the liquidation of "pent-up demands" was 
somewhat smaller than the total postwar “excesses” in consumption, a hypoth- - 
esis admittedly impossible to establish by any statistical effort at the present 
time. 

In the discussion of the consumption function in Sections I and II in Mr. 
Bator's comments, he suggests that there are three possible grounds on which 
the absolute price level might be introduced into the consumption function: 
inelastic price expéctations, the “Pigou effects” and “irrationality” on the part 
of the consumers. Since he believes that “the implication that a hypothesis of 
systematic ‘irrationality’ is subject to theoretical proof* is patently unaccept- 
able,” he attributes the introduction of the price level into our equation (1) to 
the first two factors and then proceeds to criticise the equation on this basis. 
The “money illusion” implied in equation (1), however, is of the “irrational” 
type.5 The criticism, therefore, is not relevant. 5 

Bator believes that *no meaningful hypothesis as to the’ behavior of the 
individual investor is being tested" in connection with our investment func- 
tion, equation 2, which has gross product and profits after taxes as independ- 
ent variables. If profit incentive as an explanatory variable for investment “ 
not grounded on a micro-economic hypothesis," one is at a loss to find another : 
that is.* A serious omission occurred in the original paper in not having pointed 
out profits as a major source of supply of capital for investment? which would . 
further reinforce the desirability of introducing profits as an independent 
variable in the function. The authors may perhaps be excused for their “dis- 
missal” of the “So-called ‘acceleration principle,” as any statistical attempt 
to find the “acceleration principle" in a rigid; quantitative form, not.neces- . 
sarily linear and for whatever time-unit (arinual, quarterly, etc.), is a dead 
animal unworthy of revival. On the other hand, the level of output must have 
influences on the demand for investment as a result of a host of reasons,® of 
whith the “acceleration principle" is but one underlying consideration. It is 
of course extremely difficult to determine on a priori grounds the net result of 

* Equation (1) represents of course an empirical attempt to see whether "money illusion" 
existed. 

5 The “money income illusion” is of the “irrational” type, as a proportional fall in both 
income and price will leave real income unchanged but will increase the real value of 
money holdings. 

* Bator also criticizes our investment function on the ground. that we failed to “assign 
a role to expectations (directly, or via-lags, rates of change, etc., indirectly).” One has yet ` 
to invent a method by which expectations can be included in a statistical function directly. 
Indirectly speaking, it is not necessarily true that expectations must be associated with . 
lags or rates of change. Expectations can be formed on the basis of current values alone. 

" See the discussion ofthis point in S. C. Tsiang, "Accelerator, Theory of the Firm and 
the Business Cycle,” QuartsJour. Econ. (Aug. 1951). " 

* Tsiang, ibid.. especially pp. 327-31. 
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these influences on investment, especially aggregate investment. Under such 
circumstances, it is almost inevitable that one would choose the gross product 
as an independent variable in the function in order to reflect the influences of 
the level of output on investment? In any case it does not seem justified to 
say that a relationship between investment on the one hand and the gross 
product and profits on the other is in the nature of what Bator called “the 
Baconian” inductive-statistical approach: i.e., “running correlations between 
aggregate magnitudes with no attempt at a theoretical foundation, looking for 
higher and higher correlation coefficients."? The relatively large standard 
error of the profit term merely shows that the influence of profits on invest- 
ment cannot be clearly segregated by statistical devices from those of the gross 
product; however, it does not prove the theoretical irrelevance of either the 
gross product or profits as an explanatory variable for investment. 

Space does not permit detailed discussion of the many other interesting 
points raised in Bator’s comment; however, the reply to some of them is 
already implied in the above discussion. The rest are essentially of the follow- 
ing kinds: a recapitulation of those desirable undertakings which we said we 
were not in a position to do™ and a summary of the limitations explicitly 
. enumerated in the original paper.?? Since these re-enumerations help to empha- 
size the professed narrow scope and the highly tentative nature of the paper, 
they are entirely welcome. 

; - Ta-Cnuwc Liu and Cuinc-Gwan CHANG* 


? Even in purely theoretical analysis without any attempt at statistical verification, the 
absolute level of income (or that of consumption) is included as an independent variable 
in the investment function. For outstanding examples, see O. Lange, "The Optimum 
Propensity to Consume and the Rate of Interest," Economica, February 1938, and J. R. Hicks, 
“Mr. Keynes and the Classics: a Suggested Interpretation," Econometrica, April 1937. 
It is of interest to observe that A. Smithies introduced income as an ¢ndependent variable 
in his investment function even after the rate of change of income had been included. See 
his “Period Analysis and Equilibrium Analysis,” Econometrica, January 1947. 


w Bacon himself would, have obj ected to such a use of his name. 


* For example, our failure to use quarterly data on account of the difficulty of applying 
the existing statistical technique to them, and the absence of explanation for the variation 
in profits. In so far as the use of the gross product instead of disposable income in the 
consumption function is concerned, it is a fact that the postwar relationship between these 
two variables was almost exactly the same as the prewar one. One merely has to substitute 
this relationship into the consumption function to obtain the relation between consumption . 
and disposable income. (It should be noted that prediction is admittedly not a purpose of 
the original paper.) Bator also questioned the advantage of using the gross product from 
the computation point of view. The computation of the model given in the appendix is 
greatly simplified by the use of the gross product, because the introduction of disposable 
income would give rise to a problem of “identification” which can be solved only by the 
laborious process involved in the solution of a certain characteristic equation. It further 
simplified the computation of the-consumption function in the text because the variance 
and covariance matrix of Y and C had already been computed in connection with the 
model in the appendix which was worked out first. 


* Such as those given in connection with the application of the system. 


` * The authors are economists of the International Monetasy Fund. T. C. Liu is also 
visiting lecturer in statistics at the Johns Hopkins University. 
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Price Leadership—A. Reply to Mr. Oxenfeldt 


In a recent issue of this Review Professor Oxenfeldt challenged the cor- 
rectness of some conclusions I reached in an eerlier article on the nature and 
significance of price leadership.1 In his discussion he raised several questions 
that are highly relevant to the problem of framing public policy toward price 
leadership as an industrial practice and pointed out some of the limitations_ 
to my conclusions. His comment therefore serves as another reminder (one 
also appears in my own article at page 900) to the reader that we need a 
larger number of case studies before the stochastic laws governing the rela- 
tionships among rivals in oligcpolistic industries can be accurately determined. 

My investigation (based upon all the published industry studies I could 
find) led to the following conclusions (paraphrased): (1) Dominant firm price 
leadership is essentially a problem in monopoly rather than oligopolistic ra- 
tionalization. (2) The more common variety of barometric firm price leader- 
ship, in the absence of supporting arrangements such as zone pricing and 
basing point arrangements, etc., does not appear to depart seriously from com- 
petitive pricing. And (3) extreme forms of barometric price leadership, which 
might also be viewed as price leadership in lieu of an overt agreement, can 
effectively circumvent competitive forces only vhen five specific conditions are 
fulfilled. These three conclusions led in turn to a proposal that public policy 
be directed against the more tangible supports to price leadership rather than 
against price leadership as such. 

With regard to extreme barometric price leadership Oxenfeldt asserts that 
only one of my five specific conditions is essen-ial—the existence of oligopoly 
(p. 382). He argues that restricted entry, reasonably similar costs among 
firms, and a market demand curve not greatly exceeding unity, three of my 
five prerequisites, are not necessary. A fourth—that' each producer must view 
his output as an extremely close substitute fo: outputs of his rivals—Oxen- 
feldt accepts in substance but feels that my, examples “suggest that [I] ex- 
aggerate the neéd for product similarity” (p. 332). Since on this point we are 
in substantial agreement, I shall limit my discussion to the remaining three. 

He rejects restrictions to entry as a prerequisite on the grounds that new 
entrants only “limit the gains tc firms that are party to such an arrangement" 
and might have no effect on prices (p. 382) (italics supplied). It is true 
that my discussion did not provide for this contingency, but I am not 
convinced that it provides adequate grounds for playing down the importance 
of entry restrictions. 

He rejects reasonably similar cost conditions because it seems unnecessary 
analytically and also inconsistant with one of the most notorious cases [the 
United States Steel Corporation] of price leedership” (p. 383). Why it is 


1A. R. Oxenfeldt, “Professor Markham on Price Leadership: Some Unanswered 
Questions,” Am, Econ. Rev., June 1952, XLII, 380-84. His comment was prompted by my 
article, "The Nature and Significance of Price Leadership,” zbid., Dec. 1951, XLI, 891-905. 
Except where reference to my own article is obvious, all page citations are to Oxenfeldt’s 
comment. z . 
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unnecessary analytically is not explained. Also, before the steel industry can 
be used as factual grounds for dismissing reasonably similar costs as a pre- 
requisite, it must first be demonstrated (1) that U. S. Steel, over the period its 
price leadership was effective, was a high cost producer; (2) that effective 
price leadership did not stem from U. S. Steel's dominant firm position 
(thereby appropriately assigning steel.to the barometric firm discussion); and 
(3) that effective price leadership was not dependent upon any supporting 
price arrangements among steel producers. This I submit is a formidable task 
in view of the historical size of U. S. Steel and a half-century of basing point 
pricing.” 

Similarly, Oxenfeldt argues that an elasticity of market demand not greatly 
above unity seems an unnecessary prerequisite for effective price leadership. 
He correctly states that the main point of my argument is that near-substi- 
tutes set an upper limit beyond which the price leader cannot carry price. I 
agree with him that effective price leadership could still raise price to the 
point where near-substitutes prevented further price increases. I also concede 
that without price leadership prices might be lower—whether far lower (as he 
suggests) or not, would depend on the “closeness” of the substitutes, and in 
turn, among other things, on the elasticity of market demand. 

The difference between Oxenfeldt’s position and my own on the matter 
of prerequisites, however, is principally a matter of degree, and not wholly 
beyond reconciliation. He himself concedes that four of the market features 
I list as prerequisites might appropriately be considered “factors conducive to 
price leadership" (p. 382). I do believe it necessary, however, £o correct what 
appears to me to be a rather arbitrary construction he places upon two of 
my conclusions. According to him, I concluded that “barometric price leader- 
ship gives the same results as competition" (p. 384). What Lin fact said was 
as follows: “Except for the type of price leadership discussed below [price 
leadership in lieu of an overt agreement] the evidence suggests that the power 
of the price leader to preserve price discipline derives less from his ostensible 
Status as the barometric firm than from the more overt arrangements which 
support it. Where such supporting arrangements are not found, the barometric 
firm seems to do little more, than respond to forces of competition" (p. 901). 

Also, according to Oxenfeldt, I concluded that “. . . if perchance a dominant 
firm is an effective price leader, one need only wait a little while and new 


*We may concede that U. S. Steel was a high cost producer over the time period in 
question without appreciably lessening the task. However, the testimony before the Cellar 
Committee, to which Oxenfeldt refers, shows less conclusively that U. S. Steel was a higher 
cost producer than its rivals than that U. S. Steel was not as efficient as it might have 
been. The testimony, based on the 200-volume Ford, Bacon, and Davis Report (not yet 
made public), shows that U, S. Steel's cost accounting system was highly inadequate, its 
plants (and some of its management) obsolete, and that U, S. Steel had lost ground to its 
rivals by failing to adapt its production to the newer steel using industries. A more recent 
treatment of the steel industry, however, shows that before World War II, the Tennessee 
Coal, Iron and Railroad Company, a subsidiary of U. S. Steel, was probably the lowest 
cost steel producer in the United States. See a forthcoming study by George W. Stocking, 
Basing Point Pricing and the South. 
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firms will emerge to end its dominance" (p. 384). What 1 in fact said was, 
“Price leadership in a dominan? firm market is not simply a modus operandi 
` designed to circumvent price competition among rival sellers but is instead an 
inevitable consequence of the industry's structure. Hence, the only obviously 
effective remedy for such monopoly pricing is to . . . dissolve, if economically 
and politically feasible, the dominant firm" (p. 895). I then cautioned that 
` public policy should hardly be directed toward this end before the foundations 
of the dominant firm's existence had been thoroughly examined, pointing out 
that entry of new firms had frequently reduced the monopoly power of initial 
dominant firms as effectively as public policy measures could have been ex- 
pected to do so. I then cited four industries in which this had been the case, 
and two in which it had not. 
Jesse W. MARKHAM* 


* The author is associate professor of economics at Vanderbilt University. 


BOOK REVIEWS 
(Econodate Theory; General Lenna 


Wirtschaftlichkeitsrechnung. By ERICH SCHNEIDER. (Bern: A. Francke. Tü- 
bingen: J. C. B. Mohr (Paul Siebeck). 1951. Pp. viii, 156, DM 10.80.) 

"This book is essentially a German version of the author's Investering og 
Rente, (Investment and Interest), published in Danish in 1944, and is one 
of the series of "Hand- und Lehrbücher aus dem Gebiet der Sozialwissenschaf- 
ten," edited by Edgar Salin and Arthur Spiethoff, 

. Dr. Schneider first defines the “internal rate of interest," which is Keynes’ 
efficiency of capital, and the “capital value" of an investment, which is 
Irving Fisher's "present value." He then describes alternative methods by 
which the investor, once he has estiniated the outlays and receipts attached to 
an investment and determined a "calculation rate of interest," can compute 
its profitability, and compare it with other opportunities. The methods, each 
of which gives the same result, so that choice is a matter of convenience, are: 
(1) the discount method, by which capital values are determined; (2) the 
internal rate of interest, or “difference” method, which involves comparison 
of the internal rate of interest of the differences i in the outlays and receipts 
series of alternative investments with the calculation rate; and (3) the “annu- 
ity method," wherein the series are reduced to uniform averages. If an infinite 
number of investments, which vary continuously according to *one or more 
variable magnitudes" is available, the investor maximizes capital value by 
equating the marginal internal rate of interest with the. calculation rate. 
This is possible if within the range of choice the internal rate is falling (p. 51). 

Schneider thus explains, with formulae and practical examples, the applica- 
tion of the “‘modern theory of investment” to problems of investment choice, 
replacement dates, evaluation of existing equipment, and optimum sizes of 
installations and inventory purchases. This explanation is developed most 
carefully and with admirable clarity. 

In his final chapter and in scattered sections in the earlier chapters, the 
author discusses in rather summary fashion problems relating to the deter- 
mination of the values which enter into the calculation, and the relative sig- 
nificance of economic calculation among the several determinants of entrepre- 
neurial decisions. | 

The calculation rate of interest is “in all cases a subjectively determined 
magnitude" (p. 67). If an investment is self-financed, the rate will “in 
general" be that rate “which is viewed as normal" in the particular industry 
(ibid.). But if borrowed capital is used, the rate will “obviously . . . be greater 
than the rate of interest which the investor pays...” (p. 66). The magnitude 
of the difference depends, Becortng to the author, on what internal rate the 


1 The Theory of Interest (New York, 1930), p. 152. 


? Much of the material relating to this problem was eae in the Weltwirtschaftliches 
Archiv (1942), LV, 90 ff. . 
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investor “wishes to realize" and the risk invclved in the investment (pp: 
66-67). This is confusing. The internal rate is the rate of discount which 
equates anticipated receipts with anticipated cutlays, that is, what the in- 
vestor expects or hopes, nct whet he might wish to achieve. The calculation 
rate, on the other hand, is a megnitude which the investor views as “suitable” 
(angemessen) (p. 22); but the author expressly warns (p. 128, footnote 1) 
against the "understandable" tendency of investors to use “too high" a 
calculation rate as a “safety valve.” 

Considerations of financing an investment can influence calculations only 
through their effects on the size cf the calculation rate and—though they may 
force abandonment of an investment—are to be sharply separated from the 
calculation itself. Comparison, hcwever, of options on the basis of calculations 
is valid, the author warns, only if choice of a mcre costly investment does not 
force the investor to forgo a profitable third investment. 

Additional influences affecting :nvestment decisions are the “imponderables” 
and uncertainty. Allowance for uncertainty by overly conservative estimates, 
Schneider says (in the cited footnote), “consciously” falsifies the results of 
calculations. Alternative investments must therefore be weighed, after cal- 
culations, in the light of their varying degrees of uncertainty. With respect to 
a single investment, differing degrees of uncertainty attached to different 
factors require calculations on the basis of “vazious thinkable assumptions" 
(p. 127). The investor, I think, might here be better advised to use Schneider's ~ 
interesting concept (pp. 62-66) of the "critical value" of a factor, that is, 
the value at which, ceteris paribus, the capital values (profitabilities) E 
alternativés are equal. Having determined the critical value, the investor 
could consider whether the probable value would be grenier or smaller than 
the critical value. e ` 

The author is a doughty champion of the methods he se ably develops. 
The imponderables, he admits, “in most cases . . . are the really decisive 
factors” (p. 129).. Nonetheless “nothing would be more mistaken” than to 
conclude that “the actual calculation plays only a subordinate rôle . . . without 
calculation a rational decision is an impossibility” (p. 132). 

The book is thus both an appeal for economic calculation and a valuable 
manual for its use. Though intended apparently primarily for practical use, 
the author's skillful “coordination” of the quantitative criteria of individual 
entrepreneurial decisions with “modern theory” is of definite theoretical in- 
terest. 

For Ámerican use, one correction may be required. Schneider points out 
(pp. 95-96) the complete irrelevance of remaining book value in the deter- 

'mination of optimum replacement dates. This may be correct for Germany 
and Denmark. But in the United States the (present) capital value of the 
reduction in profit tax is greater if the remaininz book value is used at once 
as a loss than if it is amortized in later years. Thus the fact of unamortized 
book value shifts Schneider's optimum eeu dates (pp. 81 ff.) forward. 

C. W. EFROYMSON 
Butler University: 
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Economie in Zestien Bladzijden of Inleiding tot de Analytische Economie. 
By I. J. GOUDRIAAN. (Amsterdam: De Bussy. 1952. Pp. xxi, 249.) 


Professor Goudriaan is an economist from the Netherlands, where he. 
occupied various leading positions in industry and taught at the Institute 
of Technology in Delft. Recently he emigrated to South Africa and is now 
at the University of Pretoria. This book is intended to prove an earlier 
statement of his contending that “all really exact scientific truth in economics 
could be summarized in a little book of perhaps twelve or sixteen pages.” At 
first sight there is a considerable discrepancy between the title of this volume 
(Economics in Sixteen Pages) and its actual size, but the title is justified by a 
first part which does outline the author’s views in sixteen pages of small 
type, the remainder consisting of comments and elaborations. 

The choice of subjects, and indeed the whole project, is indicative of a 
highly personal opinion as to the contents of economics. There are few 
references to-economic theory in the narrow sense; modem price theory 
with its many ramifications is completely ignored. This is a consequence of 
the author's opposition to determinism and his emphasis on what he calls 
“indeterminate quantities,” such as supply and demand on a market where 
speculation is dominant. He believes that economic analysis, if it is to have 
practical relevance, should be based on the following three axioms: 

1. An action of one person, who is not bound by tradition or external 
compulsion, is indeterminate. 

2. The aggregate of the actions of a number of persons who react inde- 
pendently is a stochastic variable which approaches determinateness as their 
number increases. 

3. The aggregate of the actions of a number of persons each of whom is 
to an important extent conscious of the actions of many, of the others is 
indeterminate, np matter how big that number is. 

What is left of economics under these restrictions is a system of macro- 
economic equations which are made meaningful by a division into sectors and 
various other assumptions which are claimed to be valid empirically. At this 
stage readers may well feel that they have to take a great deal on trust and 
that the author's assertions might with advantage have been supported by 
more detailed econometric investigations. However this may be, the model 
presented is of considerable interest and fits to some extent in the recent 
work in economic dynamics by Hicks, Harrod, Goodwin ard others. Three 
sectors are distinguished, corresponding roughly to raw materials. (quantity 
determinate, price indeterminate), heavy industry (both price and quantity 
indeterminate), branded and retail goods and services (both price and 
quantity determinate). The model contains a multiplier, an accelerator and ' 
autonomous investment, but the definitions are sometimes rather unusual. 
Much attention is paid to capacity limits as a source of instability. In 
&ccordance with the author's methodological views the model is not complete; 
its parameters are subject to shifts and there is no necessary sequence of 
upturn and downturn. 

In a system of this kind there is evidently great scope for government 
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intervention to increase stability by making the indeterminate quantities 
more determinate. As regards the prices of raw materials, Goudriaan’s 
solution is a commodity currency, as advocated in the United States by 
Benjamin Graham. Goudriaan’s advocacy of this scheme preceded Graham’s 
book by several years, however; one may inceed surmise that the present 
work was developed originally as a rationalization of his views on monetary 
policy, which is not of course a reflection on its merits. There is an interesting 
discussion of the composition and operation of a commodity reserve. E 

In order to stabilize the heavy industry sector the author proposes a 
system of deferred investment projects, calculazed at a discount compared to 
the price for immediate execution. There would be a pool of such projects 
for each branch of industry and those who accept a contract would have to 
start work at the option of the principal. The difficulties in such a scheme 
are obvious and unfortunately the author's exposition is i0 brief to be 
convincing. i 

Economics in Sixteen Pages abounds in brillient suggestions ia persuasive 
arguments, and many of its ideas deserve to reach a wider audience than 
that to which it is now available. Its methodological claims are perhaps too 
much at variance with recent developments to 5e taken altogether seriously, 
especially as the author does not seem to be familiar with the present state of 
our science outside his chosen field of macro-economics. Neither this nor the 
somewhat bellicose tone in which the book is written should deter us from 
appreciating its real contribution to our knowledge of the economy. 

| H. S. HoUTHAKKER 

Cowles Commission for Research in Economics i 
University of Chicago 


Het Systeem van de Markivormen (The System of Market Types). By F. J. 
DE Jonc. (Leiden: H. E. Stenfert Kroese.N. V. 1951. Pp. x, 214. f 14.00.) 


According to Professor de Jong, the development of price theory is currently 
‘hampered by the absence of a clearly defined and universally accepted system 
of market models or types. He states that this obstacle was nonexistent prior 
to about 1930 because for the most part price theory was formulated under the 
assumption of “homeopolyopolie/homeopolyopsonie (plus free entry plus a. 
nonregulated market).” 

This convenient though primitive state of affairs was rudely disturbed in 
the early ’thirties when, building on the foundations provided by Sraffa, Mrs. 
Robinson, Chamberlin, ‘and von Stackelberg made their well-known contribu- 
tions. De Jong notes that neither Chamberlin nor Mrs. Robinson formulated 
a clear-cut system of market tvpes. Von Stacke berg did, but used only one 
criterion—the number of participants in the market. 

Unfortunate as this was, from de Jong's viewpoint, these three authors 
made matters worse (though certainly not deliberately) by each devising a 
nomenclature for market types that is in some respects different from that 
of the other two. De Jong characterizes the resulting terminological chaos 
as similar to tbe language difficulties that plagued the tower of Babel. 
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Praising Triffin’s attempt to provide a standard terminology, de Jong proceeds 
to examine it critically and then proposes a system or, more precisely, a matrix 
of market types that he hopes will win universal acceptance. 

Het Systeem van de Marktvormen begins with a. description of pre-Triffin 
struggles to define clearly market types other than homeopolyópolie/homeo- 
polyopsonie. This survey of the literature—a not unusual part of many conti- 
nental European books in economics, no matter what the particular subject— 
assures the reader that the author has studied his antecedents. However, in 
this instance it is not merely a display of academic erudition. It provides a 
background that clearly.illustrates some of the difficulties encountered by 
those who have grappled with the problem of classifying market types. 
Further, it enables de Jong to dispose of certain definitional matters and to set 
the stage for his analysis of the criteria to be employed in distinguishing 
various types of markets. 

The first criterion “the eventual homogeneity of market and commodity,” 
—Às based upon the absolute value of the. cross elasticity of demand for the | 
product of a seller, assuming a fall in his price relative to that of his com- 
petitors. If this cross elasticity is very large (approaching infinity) for every 
seller vis-à-vis his competitors, homeopoly exists. If this elasticity is O, 
heremopoly (isolated product) prevails. And if the cross elasticity is greater ` 
than O but less than infinity, heteropoly characterizes the market. ; 

The second criterion, “the number of sellers," also utilizes the cross elas- 
ticity of demand coefficient but in this case the supply price of the individual - 
seller is assumed to rise relative to that of all other sellers. Assuming homeo- 
poly, for example, the individual seller is a homeoligopolist if the appropriate ` 
coefficient of the cross elasticity of demand is greater than 0. This indicates 
that other sellers will gain an appreciable i increase in quantity demanded at 
their price. If the individual seller is a homeopolypolist, then the coefficient 
will be very nearly equal to 0, indicating that the other sellers will gain almost 
nothing in quantity demanded at their price. The second criterion enables de 
Jong to formulate five types of relationships between sellers. They are mo- 
nopoly and polypolie, and three kinds of oligopoly—symmetric, asymmetric, 
and mixed. 

By combining the classifications obtained under each of the criteria, nine 
market types emerge. Since the same types are applicable to both the buyers’ 
and sellers! side of the market, there are eighty-one possible market types. 

Next, de Jong compares his system with others, making an especially 
elaborate comparison with Fellner's. He also shows how simple it is to find 
equivalents in his matrix for the diverse terminology in use today. 

He then goes on to indicate the relation of his market types to reality, 
concluding that asymmetric and mixed heteroligopoly are characteristic of 
the markets for industrial products and that agricultural products are some- 
times sold in markets very nearly approaching homeopolypolie/homeoliogop- - 
sony. In any event, homeopolypolie can more frequently be used as a starting 
point for an analysis of agricultural markets while in'the industrial markets: 
heteroligopoly appears to be generally applicable. 

De Jong inquires whether it is necessary to alter'his market types if 


160 : THE AMERICAN ECONOMIC REVIEW . 


changes occur.in the conditions of entry or if government regulates the 
markets. He observes that “. . . the kinds of entry and the question of market 
regulation do not change the market types themselves but do change operations 
within them." Entry, market regulation, and market type are the three. 
"objective circumstances" (given conditions) under which the exchanges take 
. place in the-market. - 

. Viewed in the light of the author's objectives, Het Systeem van de Markt- 
vormen is a success. Yet the reviewer was left with a vague feeling of dis- 
content. Perhaps this was attributable to a prejudice against a taxonomic 
endeavor based upon dissatisfaction with other classificatory systems rather 
than upon the development of a theory that clearly demonstrates the relevance 
of the market types constructed. 
. . Still, by providing a standard terminology and a system of precisely 

defined market types de Jong may well have contributed importantly to the 
advancement of price theory. Attempts to construct theories under his defini- 
tions may be successful. If not, they may lead to a reformulation of market 
types based upon other criteria. In either event, economics will gain. 

WYTZE GORTER 
University of California, Los Angeles 


A Survey of Contemporary Economics. Volume II. Edited by BERNARD F. 
Harzv. (Homewood, Hl.: Richard D. Irwin, for the American Economic 
Association. 1952. Pp. ix, 474. $5.00.) ; 


The first volume of A Survey of Contemporary Ninos has made for | 
itself an indispensable place in 2very economist's library. The second volume 
treats fields which were neglected in the first volume and, by adding to the 
completeness of the coverage, more than doubled the usefulness of the whole 
undertaking. Economic literatu-e has become so specialized that the expert 
in one field will welcome a concise and intelligent survey of what has been 
going on in other fields. The second volume shows at least the same care in 
the selection.of authors and critics and the same high scientific standards of 
the contributions as the first volume. 

The coverage is still not quite complete. The editor mentions in the preface 
location theory and social security as examples of fields which are not covered. 
One might also ask why agricul: cure is treated as a separate field but not such 
other specific areas of economic activity as mining, manufacturing industry, 
construction, transportation, services, distribution, etc. I do not suggest that 
all these fields should have been covered—certainly not within the two vol- 
umes—but it might have helped the reader if the preface had given him some 
rationale of the selection. Perhaps there is room for a third volume. 

The second volume again presents a systematic and balanced review of 
recent literature in the fields -hat are covered. Beyond that, the authors 
appraise the accomplishments, point at weak spots and gaps in the research 
work and identify directions in which further work would be most important. 
The authors were asked to present a review of arid not an original treatise in 
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the field. The editor states in the preface that the authors, *pérhaps with one 
exception,” have exercised the requested self-restraint. He did not name the 
possible exception and thus the reader is left with the teasing task of guessing 
which contributor the editor had in mind. 

Even though no prize is offered in this quiz, the reviewer is rash enough to 
volunteer a guess. He would name Baran's article on “National Economic 
. Planning" as the possible exception to which the editor alluded. Baran’s is a 
provocative essay but not a balanced review of the literature in the field. The 
author cannot do justice to “Planning under Advanced Capitalism" (and that 
includes full employment and economic stabilization policy) because he be- - 
lieves that the most promising methods of a full employment policy are 
incompatible with the controlling interests in capitalistic society. This thesis 
: follows from an extremely narrow theory of class interests and the state. 
Baran seems to reach the conclusion that a government that tackles the 
problem of instability under capitalistic institutions is bound either to com- 
promise its objectives or to become fascist. Thus, besides fascism, socialism 
is the only realistic alternative to large-scale tmemployment. For empirical 
proof, Germany is cited as a case in which “big business dominated the 
policies of the . . . fascist state." Even though the author claims that this 
is one of the few matters of “general consensus” among the observers, I 
question both the alleged fact “and the logic of the argument. I find it: 
useful for the reader to become acquainted with this very significant inver- 
sion of the “road to serfdom” argument but I cannot recognize this essay 
as a balanced appraisal of the work done in this most crucial area of 
economics, 

The two official critics of Baran's essay, J. K. Galbraith and Adolph Lowe, 
express their uneasiness about some of these conclusions. What is called for 
in this case, however, are not a few polite paragraphs combining praise with 
some disagreement, but a full-length exposition of an open-minded approach to 
the theoretical and practical work done in the field of employment and stabili- 
zation policy.2 

I have singled- out Baran’s article because it is one of the most beca 
contributions, but, at the same time, the only piece in the volume which fails 
to give the reader a balanced survey of the contemporary work. In some other 
cases, gaps in the treatment by the authors are brought to the readers’ 
attention by the critics. 

' The reviewer is tempted also to Bude out some of the essays for special 
- praise. Certain articles are outstanding in judicious.selection and readable 
presentation of the work done in complex fields. Emphasizing that this is a 
subjective judgment, I would like to mention Moses Abramovitz's “Economics 
of Growth" and Ruth Mack’s “Economics of Consumption" as particularly 
useful contributions. 


iWillam Fellner’s article on Employment Theory and Arthur Smithies article on 
Federal Budgeting and Fiscal Policy in Veluine I contribute to the topic but do not 


focus on stabilization policies. 
3 
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Yet there is still another thought that is haunting this reviewer. The 
book is written by economists for economists who want to inform themselves 
of what is going on in a field in which they have not specialized. This it does 
in a wholly satisfactory manner. But what if, by some mishap, the book 
should fall into the hands of a physicist, or a business man, or a trade union 
official, or just some layman who is concerned about the economic problems, of 
modern society and who wants to learn about the contribution economics is 
making to their solution? I am afraid these laymen would not gain the impres- 
sion that economics is making a very constructive contribution to the problems 
‘of our time. 

Is this a criticism of editor and authors or does the volume correctly reflect 
an unfortunate state of our science? Could we say that the editors of both : 
volumes have defined economics too narrowly, i.e., as what may be called 
*academic" economics, and have neglected some relevant developments which 
have taken place outside “academic” economics? Of course, the academic 
teacher is supposed to be familiar with the research work done by workers 
outside as well as inside academic institutions. In addition, of the authors 
and critics who contributed to the volume, almost one-half are, or were, 
associated with a research organization (the National Bureau is particularly 
well represented) or with some government research work. Furthermore, the 
editor made a very commendable effort to have the writers review the methods 
actually used in economic research. Richard Ruggles’ “Methodological De- . 
velopments" offers a good appraisal of the value of the mathematical and 
econometric method and the usefulness of social accounting. Yet only a very 
few paragraphs are devoted to a review of the way in which these and other 
methods are actually used by those who are struggling for solutions of the 
many urgent economic problems. It would have been of interest if Ruggles 
had given us a survey of the methods through which economics responded 
to the various problems with which it was confronted in recent times and 
which it was not adequately equipped to handle. . 

Government has been faced with new responsibilities for economic stabili. 
zation, and it would be of interest to appraise the methods of research used 
in discharge of their functions by such government agencies as the Council 
of Economic Advisers and the staff of the Joint Committee on the Economic 
Report. Economists confronted with testing the feasibility of mobilization 
plans or with strategic target analysis have had to develop new research: 
methods. Government officials concerned with the development of public 
enterprises, such as water.development projects, have been looking for stand- 
ards and criteria for the selection and determination of government programs. . 
Large corporations have felt the néed to embark on long-range investment 
planning and have turned to economists for develcping appropriate analytical 
methods. International organizations have been concerned with judging, for 
instance, the international distribution of the defense burden (North Atlantic 


?The work of the Council is mentioned incidentally infone footnote of the text. Irre- 
spective of whether or not one agrees with the work of these agencies, I feel that an 
appraisal of the research methods they have developed belongs in a Survey of Contempo- 
rary Economics. 
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Treaty Organization) and with other problems of resource allocation which 
have raised very fundamental questions. 

Perhaps some of.the methods actually used fall under the verdict of Stigler, 
quoted by Ruggles, that the recent past was a period “of clever gadget and the 
-plausible surmise—the age of the easy answer." Whatever the value of the 
methods used, they belong to contemporary economics at least as much as 
the methods used i in learned debates., 

The development of a science always must be understood in terms of the 
stimuli operating in two different directions. There is first the “academic” level, 
of science itself. Existing theories are re-examined by each new generation 
of students; some theories are found defective and improved or supplanted 
by other theories. That is “orderly” scientific progress. There are, however, 
also the impulses coming from historical events" which cannot be adequately 
tackled with the analytical tools developed in the past. When the basic 
assumptions on which former theories were built are no longer valid, new 
approaches must be developed, so to speak, on the spot. One may debate 
whether the science of economics has or has not responded well to the great. 
challenge of our time. One may debate whether the methods developed ‘‘on the 
Spot" are really new or are adaptations of conventional tools, or are only props 
used by "fake" economists. In any case, this survey of contemporary eco- 
nomics does not convey to the reader the dramatic fact that economics today 
is tested on many fronts and that the tools of economic analysis are built or: 
rebuilt as they are used or, possibly in some cases, misused. 

Also, under the subject of Welfare Economics, there is a great discrepancy 
between the *academic" discussion and what I may call welfare economics 
“in action." Boulding's survey of the “academic” discussion is in itself a gem 
of clear and incisive presentation of a highly abstract and complex topic. His 
conclusion that welfare economics as a field of economics is bound to founder 
and must be replaced by a broader approach of social.and economic ethics is 
impregnable. When he comes to discuss the contribution of welfare economics 
to economic policy he winds up with the understatement that “the record is 
not too encouraging.” Some readers may be reminded of the parable of the 
medical authorities who, when called upon for help in an epidemic, began their 
work by debating the question as to how ey could decide whether the life of 
the, diseased was worth saving. 

In the work of economics, it is often necessary to proceed on the basis of 
working hypotheses. The economist has constantly to relate his work to some, 
perhaps only vaguely defined, system of values as it grows out of the society 
and the time in which he lives. When decisions are to be made on allocation 
of scarce resources, when standards are developed for health or education, 
when judgments are made about the degree of freedom and control which 
appears tolerable—in all these cases, the economist is called upon to provide 
some basis for the aid of those who have to make the decisions. There is, I am 
sure, some relationship between this welfare economics in action and the . 
welfare economics in the ‘academic definition of the term. I think that in a 
Survey of Contemporary Economics it would have been of interest if the more 
abstract treatment had been related to these working hypotheses of welfare 
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economics. In this perspective the record might not have appeared quite as 
discouraging as stated by Boulding. 

Both Ruggles and Boulding are certainly aware of the methods and the 
working hypotheses that must be used by the economists on the firing line 
but somehow or other the authors of this volume apparently felt that they 
should stay in the rarefied atmosphere of academic economics and not let the 
reader come too close to the smell of blood and sweat emanating from the 
battlefront. But I wish to emphasize again that the volume is extremely 
successful in reviewing the state of economics as it is usually defined. 

: GERHARD COLM 
Washington, D.C. 


Vollbeschéftigung Inflation und Planwirtschaft. By A. AMonn, L. BAUDIN, 
C. Bresciani-Turroni, H. S. Ertis, W. Eucxrn, F. A. Havex, J. 
Jewkes, C. Iversen, F. A. Lurz, W_R6pxe, and J. Viner. (Erlenbach- 
Zurich: Eugen Rentsch. 1951. Pp. 361. Sw.fr. or DM 15.50.) 


The passing of fifteen years since the publication of Keynes’ General 
Theory should be enough, especially in our rapidly moving age, to provide 
the perspective necessary for an cbjective appraisal of Keynes’ influence on 
economic policy. The desirability of having such an appraisal needs no 
stressing. Keynes had a profound influence on wartime and postwar economic 
policies in many countries; and in the course of applying these policies many 
difficulties were encountered, mistakes committed, and unexpected and un- 
desired consequences brought about. A critical appraisal of this experience, 
a comparison of it with the experience of countries that employed more 
orthodox policies, and a modification, in the light of all this, of our principles 
of economic policy—this is the tesk undertaken in the book under review. 

The eleven authors, whose essays constitute the book, represent seven 
countries, of which three were and four were not influenced in their postwar 
economic policies by Keynes! tezching. The group, which contains many 
distinguished names from both sides of the Atlantic, was in an exceptionally: 
favorable position for an appraisal of Keynes' influence. Indeed, many of the 
papers give accounts of postwar economic policies and specific aspects of ' 
such policies; and most of the papers, considered by themselves, are im- 
portant, interesting, and well worth reading. But judged as a whole, the 
book fails, and fails fairly completely, to accomplish what it professedly set 
out to do. 

For this there are a variety of reasons, the most important of which is the 
principle on which the contributors were selected. Every book must have some 
unifying principle; and this book has neither the unity of the Festschrift, 
whose authors have a great teacher and his influence in common, nor that 
of the books made familiar to us by the able editorship of Seymour Harris, 
in which different authors discuss the same subject in its different aspects or 
from different points of view. The publisher's announcement that the book 
deals with Keynes’ doctrines is somewhat misleading—a fact which this 
reviewer first suspected when he saw in the index the names of Lycurgus and 
Lysenko and found Senator Paul Douglas rubbing shoulders with Diocletian 
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-and (thanks to German spelling) Dschingis Khan. Indeed, three articles 
(Baudin, Jewkes, and practically all of Eucken) are concerned solely with 
planning and its evils (hence Genghis Khan); and their only connection 
with Keynes is that according to some of the contributors full-fledged 
planning is the inevitable consequence of Keynesian employment policy. 

The bond that holds the book together is that all its authors are concerned 
with some form of economic policy, and tliat each author is against whichever 
form of economic policy he is discussing. This is a very loose unifying principle 
and—to judge by the evidence of this volume—a very unsatisfactory one. 
To begin with, the negative attitude of all the authors is likely to arouse the 
reader's suspicion that the book is biased; and this suspicion may well keep 
from reading it all but those who share its opinions to begin with. Secondly, 
dealing with several vast subjects, the book inevitably spreads itself thin; and, 
with the editors' dislike of planning apparently extended even to the coordina- 
tion of the different contributions, there is much repetition and overlapping, 
which make the substance of the book even thinner. Statements of opinion 
abound and are too often repeated, while arguments to substantiate them are 
few and far between. Thirdly, with contributors chosen for their uniformly 
negative attitude toward different economic policies, the reader is almost 

. certain to impute to them a negative attitude towards all economic policies 
and an altogether greater uniformity of opinions and attitudes than is, in fact, 
justified. Readers will gain a false impression of the opinions of some of the 
authors—an especially unfortunate result, because a subsidiary aim of the 
book is to acquaint Swiss and German readers with the opinions of foreign 
economists. Also, a few of the authors betray bias by making extreme or 
emotionally charged statements; and readers may well impute this bias 
indiscriminately to all the authors. . 

Let me quote two of the statements I have in mind. (1) The introduction 
has this to say about the United Nations report on National and International 
Measures for Full Employment: “We have lived to see Keynesianism driven to 
its logical extreme in the form of an official document which advocates, in all 
seriousness, the international application of Hitlerite economic methods for 
the safeguarding of the free world. It is no exaggeration to regard the U.N. 
report as the advocacy of an international program for safeguarding freedom 
by means of unlimited coercion by the state” (p.15). (2) In an article tracing 
the historical origins and causes of economic planning, Baudin cites as an 
important cause, “man’s excessive pride. The individual is no longer content 
with his having gained far-reaching mastery over the forces of nature; drunk 
with power,? he believes that he can also overcome the natural Jaws [of the 


*To give an example, in this volume Jewkes castigates the pricing policy of Britain’s 
nationalized industries and generally makes clear that he is no friend of economic plan- 
ning. Yet, he is far from being an anti-Keynesian. In fact, on the basis of the relevant 
parts of his Ordeal by Planning, he might be labelled a Keynesian by some of the other 
contributors to this volume. Those, however, who make his acquaintance through this 
volume would never suspect *this—as indeed they might never suspect the existence of 
economists devoted to freedom and yet sympathetic to Keynes and his ideas. ' 

2 Tn seinem Machtrausch. 
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market], which the Physiocrats discovered” (p. 69). The book has important 
and interesting things to say on toth subjects; but statements like these are 
not likely to enhance the reader’s confidence in its objectivity. 

The negative attitude of the book accounts for its failure in yet another 
way. In the chapters dealing with Keynes’ influence, Luiz gives a good discus- 
sion of the cumbersomeness of fscal policy in the United States and the 
consequent difficulty of navigating between the Scylla of unemployment and 
Charybdis of inflation; Ellis deplores the abandonment of monetary policy in 
favor of fiscal policy and direct controls; Bresciani-Turroni points to the 
inadequacy of Keynesian analysis and remedies for dealing with Italy’s 
unemployment problem; Hayek presents the important argument that full 
employment policies interfere wizh the proper allocation of labor among 
different industries, suggesting tha- Britain’s employment policy retarded the 
adjustment of her economy to the changed requirements of the postwar 
world; and several contributors (especially Amonn, Hayek, Iversen, Lutz, 
and Viner) argue, what is perhaps the main theme of the book, that a full 
employment policy inevitably leads to inflationary pressures and direct 
controls to contain them, and thet these controls in turn inevitably lower 
efficiency, stifle initiative, and destroy freedom. 

These topics are among the mair. economic problems of our day; and their 
discussion is well worth while, provided it contributes to their solution. But 
the majority of the authors take a completely negative attitude. In some of 
the papers this is natural and callec for by limitations of space or the particu- 
lar way in which íhe author possd his problem; but in others it is not 
natural; and it is these others which, with their stronger language, set the 
tone of the entire book. The main thesis that emerges is that periodic un- 
employment is inevitable under /cisser faire, whereas the loss of personal 
freedom, initiative, and effidiency is inevitable under a full-employment 
policy; and since unemployment is the lesser evil of the two, we should un- 
learn the lessons Keynes taught us and abandon all full-employment policies.? 
Faced with these as the only alternatives, most people would probably accept 
the conclusion; but this book fails to. convince the reader that there are no 
other alternatives. None of the papers explores the middle ground, none of 
the authors even asks the question whether we could not learn from past 
mistakes and develop an employment policy that would avoid the evil con- 
sequences of inflation, direct controls, and the loss of freedom. It may yet 
prove true that there is indeed no middle ground between the two extremes; 
but the book under review seems to jump to this unpleasant conclusion rather 
than reach it as a result of analysis. 

Trsor Scrrovskv 

Stanford University 


"It is impossible to tell whether this complete rejection of Keynesian policies implies 
a rejection^also of Keynesian analysis. The only statement on this subject is made by 
Hayek, who refers to Keynes’ employment theory as ^. 2 carefully thought out, yet 
probably erroneous theory . . ." (p. 196). 


BOOK REVIEWS — (0 167 


Application of Linear Programming to the Theory of the Firm —Including an 
Analysis of Monopolistic Firms by Non-Linear Programming. By RoBERT 
DonrMAN. Bureau of Business and Economic Research, University of 
California. (Berkeley and Los Angeles: University of California Press. 
1951. Pp ix, 98. $3.50.) 

Linear programming, something of a mystery to all except the increasing 
band of its advocates, now invades one of the central aréas of economic 
theory—the theory of the firm under static conditions—thus hastening the 
day when those still uninitiated must come to terms with it. The first question 
they must ask is what linear programming is, what its distinguishing features. 
are. Then they must ask where it is applicable, what it can contribute, and 
whether it will supplant competitors. Those who would make a start on 
answering such questions can do no better than to read the first and last (4th) 
chapters of this little monograph by Robert Dorfman. The heart of the book 
lies, however, in the second and third chapters which set forth the mathematics 
of linear programming for the competitive and the monopolistic firm, some 
of whose factors are fixed in amount. These central chapters were not written 
for those whose mathematical equipment is too meagre to include facility in 
matrix algebra, although their brevity will be approved by econometricians. To 
the present reviewer, whose competence in mathematics falls far short of what 
is desirable these days, it seems unfortunate that this volume provides only 
part of a bridge to a nearby peninsula of linear programming, when more 
pages might have attempted to carry HORM i to the shore of that 
strange land. 

The problem which Dorfman attacks is that of defining an optimum pró- 
duction program for a firm which possesses fixed quantities. of certain factors 

„and has open to it various production processes in each of which the pro- 

portions of factors are, fixed but the scale of which is variable. A firm’s 

optimum program is obtained by combining available processes at appropriate 

(positive or zero) levels. The mathematics of the solution constitutes the core 

of the book; it involves maximization of a linear function for competition and 

of a quadratic function of process levels for monopoly. The assumptions 
underlying linear programming are: discussed briefly in the final chapter, 
perhaps too briefly at least in the case of linearity (constant returns to scale 

- for each individual process). The problem of uncertainty is not treated but 
is left to the further development of stochastic models. 

The relationships indicated between linear programming and the usual 

‘marginal analysis of the firm call for comment. Sometimes the argument 

„stresses the differences between the two approaches and the superiority of 

linear programming, as, for example, "The type of decision which faces a firm 

using industrial processes is, therefore, essentially different from the decisions 
contemplated by the marginal analysis" (p. 11), and, *For the study of 
decisions in such an industrial milieu, an analytic apparatus is required 
whose structure parallels the structure of the decisions to be analyzed" 

(p. 11). Linear programming is said to be designed for situations where the. 

choices are among combinations of discrete processes, affecting the inputs 

in a group simultaneously, whereas marginal analysis requires differentiability 
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of product, revenue and cost functions with respect to each input and output 

independently, and applies only if individual inputs are continuously variable. 

It should be said, however, that production sometimes admits of groups of 

processes which are such that within each group processes differ relatively 

little from each other (approximating continuous substitution within a certain 
range), and between groups substential differences obtain. 

At times the book seems to stress the similarity of the two PRE TN i 
Sometimes the difference between -hem is a matter of using different language 
to represent the same situation (p. 18). Despite seemingly rigid technical 
assumptions, linear programming can approximate any degree of substitutabil- 
ity by the introduction of a large enough number of processes which differ 
from each other only slightly (pp. 83-84), and in any case provides continu- 
ous substitutability between "scarce" factors (up to certain limits) by varying 
the relative intensities of different processes. The linear programming approach 
can, then, handle the case of continuously variable proportions, but some 
persons may feel that it is straining the usefulness of the technique to regard 
continuous'changes in factor proportions as substitution of one fixed-propor- 
tion process of production for another. 

In the end the author concludes that linear programming and the marginal 
analysis are theories each of which can be applied to two types of decisions 
(exemplified by the farmer's choice of crops and his choice of methods of 
growing them), but that each approach should be used in connection with the 
decision for whose analysis it is better adapted (pp. 84-85; see also pp. 87-90 
for further distinction of the problems to which each is suited). In addition, 
the claim is made that linear programming is a superior technique because it 
is practical and deals with concepts more familiar to business and more readily 
measurable than those of marginal analysis (p. 80). This does not mean, . 
however, that the typical entrepreneur can follow the mathematical procedure 
outlined. any more than he can eraploy the usual analysis in terms of the 
calculus. It means that the entrepreneur thinks not in terms of how much of 
each factor to use, but in terms of the extent to which he Will use an available 
process of production. 

An inadequate explanation is given of the róle of factor prices in the 
analysis. After pointing out that linear programming is concerned, like con- 
ventional theory, with efficient allocation of scarce resources, Dorfman adds, 
“Unlike conventional theory, however, linear programming appears to arrive 
at an optimum allocation without recourse to the concept of price” (p. 45). He 
thereupon discusses the imputation of values to the fixed factors, and shows 
that the mathematics involved is similar to that involved in the optimization 
problem already solved. However, this discussion of the imputation problem 
is not an adequate substitute for a c:ear explanation of how the prices of fixed 
and variable factors affect the optimum program. The prices -paid for the 
fixed factors are fixed costs in the short run and are, therefore, (properly) 
disregarded in the determination of the short-run optimum program, which is 
the problem with which the book deals. Moreovers the static nature of the 
analysis makes it necessary to rule out, though the author nowhere makes this 
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explicit, the possibility that the optimum program might be different if some 
of the factors whose short-run supply is absolutely limited could be used, 
perhaps to better advantage, in later production program periods. As for the 
variable factors, their prices are taken into account.in defining the unit level 
of a process as that which yields a dollar of revenue above the costs of the 
variable factors used. There is no discussion, however, of the manner in which 
a change in relative prices of factors would affect the optimum program by' 
affecting the relative net revenues of various processes. The omission may 
result in a false impression of the róle of factor prices in the optimization 
problem. A more complete statement of the economics of the firm in the short 
run under static conditions would have to deal explicitly with the effect upon 
the optimum program of different relative prices of variable factors. 

The volume merits attention, whether the mathematicians have any quarrel 
with it or not. l i 

. Harran M. SMITH 
University of Minnesota . 


The Industrial Economy: Its Technological Basis and Institutional Destiny. 
By CLARENCE E. Avers, (Boston: Houghton Mifflin. 1952. Pp. x, 433. 
$4.00.) 

This unusual volume is designed as either text or MT, for an in- 
troductory course in economics. It avowedly and actually reflects two distinct 
approaches. The first is that it is inappropriate to present beginners with 
merely the alternative explanations of disputed points. Since beginners can 
hardly be expected to make firm and wise decisions where the experts are un- 
certain, the text, while recognizing the controversy openly, should take and 
present an honest stand. If the prospective user of this text likes this basic 
method, he will be: particularly interested in the points of view which Mr. 
Ayres chooses to espouse, which are taken up later in the review. 

Secondly, the book i is a self-proclaimed “institutionalist” approach to intro- 
ductory economics, and bears little resemblance in content, method, or con- 
clusions to traditional texts. For example, in this text history and sociology y 
participate more or less equally with economics in explaining the phenomena 
usually explained in economic terms, at times almost displacing economic 
reasoning. The desirability of such an approach depends in large measure on 
the school curriculum, particularly the extent to which the students take 
-other courses in social sciences. 

The plan or organization of the book also represents a conscious and drastic 
change from the usual method in college-level texts. After several chapters of 
background material, the volume consists almost entirely of discussions of 
some economic problems, introducing only such economic concepts and prin- 
ciples as are directly required for those problems, Thus the subjects of bank- 
ing and the monetary system become subdivisions of a chapter on deficit 
financing, and taxation appears in the róle of a tool in planning and economic 
stabilization. The other problems examined (as shown by chapter headings) 
are economic instability, its relation to war, social security, public works, 
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the general welfare, freedom and power, and the destiny of industrial society. 
This approach results in the deliberate omission of much that is included in 
the usual text. 

The general impression is given that there are two groups of economists. 
The one consists. of Ayres, assisted by Veblen, Keynes, and the Brookings 
Institution; the other consists of all other ecóriomists, irom Adam Smith on- 
ward. The teachings of the second group constitute the obvious error, to which 
the truths found by the first group stand in bold contrast. Presentation of 
various ideas often proceeds by setting up the erroneous teachings, as straw 
men, and tearing them down. The method is apparently used with awareness 
that it will annoy most economists, but would seem to this reviewer to be 
somewhat tiresome to college students as well. It is alleged to have been well 
received in the classroom, probably due to the success of. the author as a 
teacher. 

As to the validity of the reasoning and conclusions of the book, this re- 
viewer feels he can most fairly and accurately convey a sense of the book's 
merits by some quotations or paraphrases. Care has been exercised to make 
these reproduce faithfully both the “feel” and the quality of reasoning of the 
whole. For convenience, the citations carry page references to the original. 

1. “Thus even today we'continually talk of extending the ‘advantages’ of 
education to all our youth, although it is quite evident that education confers 
an advantage only on individuals who get more out of it than other indivi- 
duals and would cease to be an advantage if all got the same amount" (p. 
114). 

2. Ayres refers to a concept as introduced by Adam Smith and still accepted 
by “forthodox] economists” that specialization and division of labor are 
limited by the width of the marke-. This is equivalent to saying "that com- 
merce is primary, 'and that industry is secondary and derivative. . . . This 
proposition is ridiculous. . . . The exact opposite of this proposition is ; clearly 
and incontestably true." Clearly, what enters ‘the market must be made be- 
fore it can be bought and sold. (Pp. 88-89) 

3. The “supposition that ‘labor’ is the sole creative agent of industrial pro- 
duction” is presented for analysis. The complete refutation occupies a mod- 
erate sized paragraph, and is accomplished by the single and original in- 
genious device of pointing out tha: “even some very big businessmen work 
hard and perform important and even indispensable functions of organiza- 
tion and decision.” Ayres does not stoop to the traditional method of alleging 
that other factors of production might also contribute. (Pp. 91-92) 

4. In thinking of depression, “the question, ‘What becomes of all that 
money?’ is certain to arise in the mind of the reader. No one knows where all 
of it goes." Ayres offers three suggestions: part goes into hoarding, part into 
buying inflated securities, and part goes abroad. Mr. Ayres’ original approach 
is again reflected in his omission of the cliché that most economists would, 
have suggested here—that of credit contraction. (Pp. 143-144) - 

5. Discussion of the quantity theory of money «constitutes a noteworthy 
contribution to monetary theory. He denies that large amounts of money in 
circulation are a causal factor in inflation. The oft-cited cases of “ ‘galloping 
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inflation’ " in Germany and China did not result from increases in the quan- 
tity of money. As "only brief reflection" will show, it is "obvious and un- 
deniable" that the inflation resulted rather “because the existing government 
[was] ‘coming apart at the seams" (p. 241). Similarly, if money were to be 
sprinkled from airplanes, it would not be the quantity of money which would 
cause inflation, but the way.in which it was distributed. In this case the 
method would “spread the conviction throughout the community that its gov- ` 
ernment was crazy; and this might lead to ‘galloping inflation’” (p. 243). 

6. “All economic thinking postulates planning, and has always done so" 
(p. 186). | i 

7. “A military program of any kind . . . makes no contribution whatever to 
the productive capacity of the economy" (p. 178). But “a military program 
ud indeed act as an economic stabilizer" (p. 179). 

8..“A ‘capitalist’ . . . is one who by virtue of possession and exercise of 
money power is believed to be an agent of industrial progress” (p. 120). This 
‘is the only definition of this term given. , 

‘9, Mr. Ayres rejects the idea that capital, as savings out of past production, 
makes any contribution to production. “The truth is, we have known for some 
-time that economic growth is self-financing.” New projects can be financed by 
creating money “quite literally, out of thin air.” The existence of the new 
plants then itself justifies the creation of the money. (Pp. 114-117) 

This collection of excerpts, which could easily be multiplied several times 
in the same vein, makes it clear that Ayres is on sound ground when he refers 

“a formidable body of economic thinking from which this book is a de- 
parture.” As noted previously, this characterization of the book by the author 
himself, applies equally well to its over-all organization. 
ALFRED KUHN 
University of Cincinnati : 


A Scholar in Action—Edwin F. Gay. By Hersert Heaton. (Cambridge: 
Harvard University Press. 1952. Pp. vii, 260. $4.25.) 


Rare indeed is the great scholar ‘and teacher who becomes the subject of 

a discerning and inspiring biography. Such is the lot of Edwin F. Gay, one 
of Harvard’s most famous economic historians. Festschrifts, often containing 
disjointed papers of varied value, are fairly common, and indeed Gay was 
presented with one of these in 1932. It is quite another thing to be able to 
enter into the inner mental life of a first-rate intellect. This Professor Heaton 
has enabled us to do in a book of unusual charm prepared for the Friends 
of Edwin F. Gay. Fortunately, Gay was a careful note taker, an indefatigable 
letter writer, a diarist, and a man of affairs, and from the voluminous records 
remaining the author ‘has found ample material with which to work. Because 
of Heaton’s vivid and understanding treatment of the problems.which beset 
-the student and scholar along his path from the beginning of graduate work 
.to the achieving of the status of emeritus professor, or “grand old man,” this 
study should appeal to younger men seeking to make careers in economics 
as well as to those who sat under Gay or otherwise came under his influence. 
Edwin Francis Gay (1867-1946) had one of the most remarkable careers 
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in American economics and academic business administration in the “first 
half of the present century. After completing his undergraduate work at Michi- 
gan he spent over twelve years in graduate study, financed by a small inheri- 
tance, in the great universities or Germany, Italy, Switzerland, and England. 
Starting as a student of mediaeval ecclesiastical history, he concluded with 
the study of economics and economic history, in which he came particularly 
under the influence of Wagner and Schmoller. To many American professors 
whose graduate work has been narrowly specialized and whose degrees have 
come with the speed and certainty of an assembly line, Heaton’s chapter on 
“A Scholar in the Making” will make fascinating reading. It was Gay’s long 
and diverse wandering in many fields of knowledge in many countries which 
was later to give his lectures such great scope ard brilliance. 

Heaton’s treatment of Gay’s career is equally rewarding. First we sample 
the trials and uncertainties of the young instructor and junior professor on the 
. Harvard economics staff, to which he was appointed in 1902 and of which he 
ultimately became acting chairman. More interesting is the account of his 
years as the first dean of the Harvard Graduate School of Business Admin- 
istration, 1908-17, a post which called for promo‘ion, programming in an un- 
tried field, recruitment of a new type of personnel, and superb begging. The 
author has scarcely scratched the surface of the kistory of the transformation 
of business from an art to a profession, but his ccmments on Gay’s objectives 
and program will be valuable to those interestec in training young men for 
active careers in business. It is interesting to note that although he had no 
business experience, a fact which he deplored, his broad training in Germany, 
where academic study and practical administration were more closely allied 
than in the United States, fitted him well for this post. 

There followed still more active years. In World War I, Gay became direc- 
tor of the important Division of Planning and Statistics cf thè Shipping 
Board, and later a member of the Board. He also was made å member of the 
War Trade Board, and finally acted as organizer and director of the Central 
Bureau of Planning and Statistics. These were importartt positions in which 
Gay attempted to bring rationality, singleness of purpose, and statistical con- 
trol into the war effort. The author has vividly described the cross-currents, 
conflicts, and frustrations of that period in terms meaningful to those familiar 
with similar recent experience. The passages on the struggle to eliminate un- 
necessary but profitable commercial cargo movements and thus free ships for 
allocation to the military are especially good. Following the war, Gay was. 
invited by T. W. Lamont to take over the position of editor and business 
manager of the New York Evening Post, a declining and nearly bankrupt 
newspaper. In this task of rehabilitation Gay was unsuccessful, at least by 
financial standards. The author dezls critically and fairly with this somewhat 
painful episode. Then in 1924 came Gay's returr. to the Harvard “squirrel 
cage" as professor of economic history. As side irterests, of which Gay had 
many, we got glimpses of his activities as one of tke founders of the National 
Bureau of Economic Research and of the Council cn Foreign Relations. From 
all this we see what Heaton means by “A Scholar in Action.” 

Among the interesting passages are those in which the author comments on. 
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Gay's failure to produce any book, and on his fatal dual love for pure re- 
search and active life, with the consequent inability to get down to writing. 
The book also raises many questions about the adequacy of both European 
and American advanced training for the type of active life followed by Gay. 
Thus on many accounts this is a thought-provoking study which should be of 
great interest to the profession. 
: Jonn G. B. HUTCHINS 
Cornell University 


Catalogue of Adam Smith's Library. Edited by TADAO YANAIHARA. (Tokyo: 
Iwanami Shoten. 1951. Pp. ix, 126. Yen 350.) 

The titles of the books in Adam Smith’s personal library have been of 
especial interest to students of economic thought since they were first cata- 
logued by James Bonar in 1894 for the Economic Club (A Catalogue of the 
Library of Adam Smith, London, Macmillan arid Company, 1894). A second _ 
edition prepared by Bonar in 1932 for the Royal Economic Society was 
superior to the first edition both in accuracy and in coverage. 

It is familiar knowledge that Smith’s personal library was willed to his 
cousin, David Douglas, later Lord Reston. Lord Reston willed the books to 
his two daughters, Mrs. Bannerman of Edinburgh and Mrs, Cunningham of 
Prestonpans. The Bannerman collection has remained intact and is now at 
the University of Glasgow. The Cunningham collection was divided and 
the largest portion went to Professor R. O..Cunningham, once on the staff 
of Queens College, Belfast, who presented a number of Smith’s books to the 
college. After his death in 1918 a large number of his own books, including 
' some with the Adam Smith bookplate, were put up for sale. The volume under 
consideration deals with a portion of the Cunningham collection. 

In 1920 Professor Inazo Nitobe bought in London the advertised list of 
Smith’s books offered for sale by the Cunningham estate, and presented them 
to the Faculty of Economics, University of Tokyo. The titles of the Japanese- 
owned books were identified by Bonar in his Catalogue with the letter, 
“J.” Although ‘the Bonar compilation is quite accurate, subsequent cor- 
rections have been made in some of the items.t Bonar, in preparing. the 
Catalogue, had to depend upon the list supplied by Professor Kawai which 
was not completely accurate. In the second edition of the Catalogue he was 
able to add some 20 items and make additional corrections. 

One item in the Bonar Catalogue intrigued not only the editor but many 
others. In the second edition there appears the entry, “A Catalogue of Books 
belonging to A.S. [sic] 1761, f-4 1” (p. 174). Bonar referred to this item as 
“one of unique value.” He further adds, “This list made either for or by 
Adam Smith himself, would show what was in his library at that date, when 


1 
. * Claude Jones, "Adam Smith's Library—some Additions," Economic History Supple- 
ment, Econ. Jour., June 1940, IV. 
C. J. MacGarvey, “Notes on Adam Smith's Library and the Bonar Catalogue of 1932,” 
Econ. Jour., June 1949, 259 et seq. 
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he was Professor at Glasgow ard had published the Moral Sentiments, but 
no book in economics" (p. 214). The item has aroused the curiosity of many 
British and American scholars Dr. Bonar himself states, “Perhaps our 
Japanese friends will satisfy our curiosity in this matter" (p. 214). The 
mystery of the date of publication was cleared up by the late Professor W. R. 
Scott of the Univerity of Glasgow who secured a photographic copy. of the 
manuscript and discovered that the date was 1781 instead of 1761.? The 
mystery of the contents of the volume has been cleared by “our Japanese 
friends" in the volume under review, which supplies the missing information 
on the contents of the Smith library and presents the final corrections to the 
Bonar list of the books in. Japan. The Faculty of Economics collection in- 
cludes 141 books or entries (3C8 volumes) of which 62 books or entries 
(98 volumes) are in Englis3, 34 books or entries (43 volumes) in Latin, 28 
books or entries (92 volumes) in French, 15 books (73 volumes) in "Italian and 
2 books (2 volumes) in German. The subjects cover a wide range of phi- 
losophy, literature and poetry, politics, history, geography, religion, natural 
history, art, language, mathematics, etc., but there is no book on economics 
save Smith’s own chief work and a "German translation thereof. mE 

‘An appendix, which is probably of greater interest, reveals for the first 
time the contents of the iter, “Catalogue of Books belonging to Adam Smith, 
Esquire, 1781." This was prepared by or for Smith and written in longhand 
not by Smith but probably by a.clerk. It contains about 1120 books or 
entries (2300 volumes). Professor Yanaihara has carefully checked and 
listed the page reference for each item against the Bonar Catclogue. The 
student will discover that meny items in the catalogue of 1781 do not appear 
in the Bonar volume. 

Smith used a curious method of identifying and locating his books in what 
he called, “Divisions.” The 87 sheets of the handwritten book list the items 
as they were located in his own book cases such as in the “Upper Row” or 
“Lying on the Top,” “Left Hand Book Case, Shelf 1st," “Right Hand Book 
Case, Second front Row,” “Book in Locked Press Left Hand Window Book 
Case” and so on. The entries are brief and contain only the name of the 
book, number of volumes if more than one, but no date or place of publica- 
tion. : 

In making this information available to the world of scholars “our Japanese 
friends” have rendered a distinct service. Persons owning books with the 
familiar Adam Smith bookplete will be able to authenticate the volumes by 
referring to the Japanese publication. The complete list of Smith’s volumes 
provides an excellent view of the materials which influenced his own mue 
ing and which were of currert interest in the eighteenth century. 

J. F. BELL 

University of Illinois . 


* W. R. Scott, Adam Smith as Student aad. Professor (Glasgow, 1937), p pp. 172, 390, LX. 
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- A Concise Economic History of Britain, From Earliest Times to A.D. 1750. 
By Sm Jonn Ciapuam. (Cambridge: Cambridge University Press. 1949. 
Pp. xv, 323.) . 

,Sir John Clapham’s last years were occupied not only with his history of 

the Bank of England but also in writing an elementary general economic his- 
tory of Britain. This volume, taking the story to 1750, was virtually completed 
at the time of his death. The final volume, barely begun by Clapham, has been 
turned over for completion to W. H. B. Court. The fact that the two volumes. 
represent largely a formalization and development from Clapham's famous 
lectures, which Cambridge heard for more than a quarter century, makes 
Court's task the more possible. John Saltmarsh, Clapham's pupil and colleague 
at King's College, has seen the present, volume from typescript to final text 
with evident care and sympathy. — . 
. Elementary teaching and- writing, taken seriously, is a more rigorous 
‘discipline than common thought would allow. It forces the teacher to set out 
his views on the large issues and to reveal in his proportioning and emphasis 
the fundamentals of his thought. No single work of Clapham's exposes more 
clearly than this volume the character of his contribution and interest in 
economic history. l 

The generation of economic historians before Clapham; notably the Ger- 
mans, Cunningham, Rogers, and the Fabians, were all reacting, in different 
ways, to the dominance of classical economics over public policy. They were 
pamphleteering, in a sense, against the internationalist, free-trade, and 
domestic laissez-faire biases built into the formal assumptions of economic 
theory as conventionally formulated, say, between 1815 and 1870. Clapham 
was not wholly disloyal to this tradition in the second generation of which 
he was so commanding a figure. His famous “empty boxes” article, on the in- 
adequacy of the Marshallian ‘treatment of the cases of increasing and de- 
creasing returns iti particular industries, was certainly one of the more 
pertinent and effective interventions of an historian in economic theory. His 
principal concern, however, was not to set the economists straight or to in- 
fluence public policy i in any direct way. He aimed to tell the story of how 
British men and women earned their living over the centuries. If any 
dominating motivation comes through Clapham’s work, it is a profound affec- 

‘tion in detail for England and those who made their lives within it; even the 
Irish, Scotch, and Welsh are a little foreign to him. And there is no more 
eloquent statement of the dignity of economic history as a means of tribute 
to land and people than the one-page introduction to this volume. 

The directness and even literalness of Clapham’s interest in the economic 
process made him primarily an historian of the techniques and organiza- 
tion of production and trade. He is a narrator of the changing state of the 
economic arts, and of the institutions which incorporate them. He set out to 
establish how things weresproduced and traded, rather than why. Read closely, 
it is evident that Clapham speculated on the major issues of causation in 
British economic history; but his wisdom is articulated implicitly, within 
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austere self-imposed limitations, and embedded cryptically in observations : 
on particular situations. Clapham’s dislike of abstraction, which contributes 
to a rare strength and justness in his prose, also narrowed the range of ma- 
terials and problems with which he was prepared to deal. 

The present volume starts with brief chapters on prehistoric Britain, the 
Roman era, and the Saxons and Normans. With remarkable economy he 
summarizes the nature of the evidence available to the historian, and then 
sketches the character-of the British economy in terms of agricultural tech- 
niques and land-holding institutions, the extent and methods o nonagricultural 
production, and the character of foreign trade, if any. Then foliow. the two 
major sections of the book, running, respectively, from 1100 to 1500, and from 
1500 to 1750. Each of these sections treats, in turn, agriculture, industry, and, 
grouped together, trade, public policy, and finance. Extremely brief com- 
mentaries on population and, in the case óf 1500-1750, prices precede the two 
major divisions into which the account is divided. 

'This division of the narrative fitted naturally the descriptive and institu- 
tional character of Clapham's interest. On the other hand, it denied him the 
possibility of imparting a sense of the living interaction among the parts of 
the economy or of the movement of the economy as a whole, over time. Clap- 
ham's structure automatically carries with it the impression that, in each 
sector of the economy, the important forces making for change lay within that 
sector, rather than outside. It is not accidental that the discussion of popula- 
tion movements and price trends is perfunctory. Modern studies which have 
refined our knowledge of the complexities and regional differences in land- 
holding and agricultural techniques are woven in fine balance into the book, 
as are other institutional pieces of research; but some of the analyses which . 
probe at the process of transitiori o? the British economy from a medieval base 
to the commercial capitalism which emerged in the late seventeenth and. 
eighteenth centuries are slighted. . 

Clapham was a rare and fortunate scholar. His last years saw him still at 
the peak of his powers, both in the history 'of the Bank and in the present 
volume. The limitations of the latter are those which he accepted in marking 
out his whole wide field of endeavor. He sought out and mobilized under the 
highest standards of scholarship enormous areas of factual knowledge and laid 
foundations in modern British economic history which are'likely to remain . 
solid. There is no cause to complain of his work in general or of this excellent : 
survey; but there are still jobs to do and questions to answer. 

Mr. Saltmarsh, in his editorial note, remarks, “I believe that those who 
knew and heard him will sometimes hear again, as they read, the tones of his 
voice.” Although by no means a collection of old lectures this book remains 
a highly personal work. Through it comes strongly a man’s intimate knowledge 
of his nation’s countryside; a yeoman’s pride in the early dissolution of 
feudal ties with arrangements basec on the rights cf individual men; a whole- 
some, ill-concealed: pleasure when Britons outdo foreigners. Clapham brings 
to the evolution of a great nation’s economy all the virtues of attachment 
which usually belong to a regional historian or antiquarian. It is pleasant to 
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think of a generation and more of Cambridge men being brought up on Clap- 
ham's version of the story; and it is good to have it between covers. 

W. W. Rosrow 
, Massachusetts Institute of Technology 


The Theodosian Code and Novels and the Sirmondian Constitutions, A 
Translation with Commentary, Glossary and Bibliography. By CLYDE 
Pan, in collaboration with Theresa Sherrer Davidson and Mary Brown 
Pharr. (Princeton: Princeton University Press. 1952. Pp. xvi, 643. 
$20.00.) 

The massive crisis of our times has provoked a searching re-examination of 
the passing of Greco-Roman civilization, and an immense.contribution to 
that end has been made by this monumental translation—the first to be 
made—by Professor Pharr and his associates, of the most important contem- 
porary source for the death-throes o? the Roman Empire. For, since Jacques 
Godefroy’s edition of the Theodosian Code and the post-Theodosian legisla- 
tion, published in 1665, with its masterly and still indispensable commentary, 
the exploitation of the vast storehouse of material contained therein has been 
largely reserved for specialists in Roman law and legal history. Hence, this 
volume—ten years in the making, and the beginning of a project to collect 

-and translate all the source materials of Roman law—has opened up a new 
‘era of research in this prime source for the legal, administrative, political, 
economic, social, military and ecclesiastical history of the fourth and fifth 
centuries. Containing in the Code proper an official compendium of all 
general imperial enactments from A.D. 312-438, together with subsequent 
legislation in uncondensed form to 468, this body of laws spreads before our 
eyes a firsthand picture of one of the momentous transformations of human 
society. " 

-The reader will want, first, assurance of the reliability of the translation,’ 
which has been prepared with ‘scrupulous pains, an immensely difficult task 
because of the corrupt text and numerous ambiguities. Not to prejudice the 
translation by editorial interpretation, and to preserve the turgid flamboyance 
of the Byzantine officialese, Pharr has made the translation as literal as 
English will allow. Yet it seems to this reviewer that the principle of literalism 
has been applied to excess, so as to appear in many places supererogatory. The 
reader will also want to know that the volume is provided with a spirited 

. introduction by the New York attorney C. Dickerman Williams, an outline 
of Roman history (excessively brief, with inadequate attention to the history 
of the fourth and fifth centuries), a mine of information in the glossary, an 
exhaustive index, and a map of the Roman Empire. 

Mr. Williams in his introduction warns us that “we shall ignore the Code 
at our peril.” His exhortation is evoked by the deadly parallels between the 
societal patterns revealed in the Code and those of our own age, and between 
the economic and social measures resorted to in order to stem the collapse 
of the Roman Empire and the steps taken by modern statesmen, and by the 
fact that western Europe disintegrated shortly after the promulgation of 
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the Code. Paradoxically, the Byzantine Empire in the east survived for a 
thousand years under the same regimented economy and social order. More- 
over, Rome did not fall in a day. For all the basic phenomena institutionalized 
during the.decline were inherent in the fundamental contradictions .of the 
whole society and had already begun to manifest themselves in the mounting 
economic crisis at the end of the first century. It is a remarkable fact that, 
critically weakened in the interral economy and living constantly under the 
shadow of barbarian hordes without, the emperors and the ruling classes were 
able to sustain the basic integrity of the empire for centuries. 

Beginning with the general crisis of the empire in the third century A.D., 
the inhabitants of the Roman world lived under a permanent state of siege 
for centuries. Faced with a critical scarcity of productive labor due to depopu- 
lation and the allocation of large numbers to the military forces and bureauc- 
racy, a stagg ering agrarian crisis, disruption of the free flow of commerce, 
inflation, sharp rise in crime and brigandage, the emperors mobilized the 
entire population of the empire in a completely regimented garrison-bureau- 
cratic-clerical state. This social order was not the realization of a political 
ideology, but the frantic adaptation of the reduced resources of the empire 
to the goal of survival of the ruiing classes. And to the inhabitants of the 
empire, living under a system of rigidly controlled economy, almost confisca- 
tory taxation to meet the fiscal needs of the central administration, and state 
compulsion to maintain production and services, the emperors Arcadius, 
Honorius and Theodosius could pathetically proclaim in 406, when the 
survival of the empire under the blows of the barbarians seemed in doubt, 
"We summon to military service all men who are aroused by the innate 
spirit of freedom.” 

In his commentary Pharr reiterates the view that excessive taxation was 
perhaps the most important factor that resulted in the collapse of the 
empire in the west. But the emperors had little choice, for, when the Roman 
state could no. longer meet its fiscal needs as it had done in the early stages 
of its march to world power by bcoty in foreign wars, It resorted to heavier 
demands on the population, both in taxes and compulsory unremunerated 
labor. In the absence of a concept oz a national debt in antiquity, the emperors 
oscillated between oppressive taxation, extraordinary assessments, and 
periodic remission of taxes when the economy seemed at the breaking point. 
The greater part of this tax burden was shifted by the powerful and privileged 
landowners to the backs of the lower classes, who were steadily impoverished, 
and whom the emperors were powerless to protect from the venality and 
rampant corruption of the bureaucracy and the landed military ruling class. 
Two of the concomitant effects were the rapid polarization of society into 


rich and'poor and a drift to natural economy after a thousand years of brisk- 


money economy in the Mediterranean. 


M 


To guarantee necessary labor and revenue, the concept of compulsory ` 


public services inherent in the ancient state was drastically stepped up, 
and social mobility was almost completely eliminated by a regime of social 
status and hereditary occupations in all spheres of the economy and adminis- 


` tration. In this empire-wide conscription of labor and capital we see, for 
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example, the beginnings of rural serfdom, the concept of membership in 
rigidly controlled state guilds, and the resort to what were virtually con- 
fiscatory capital levies on moderately wealthy members of municipalities. 
One drastic measure contained in the Code is the branding of members of 
the hereditary guild of arms makers to prevent their desertion from the 
imperial armaments workshops. 

But, in fact, the centrifugal tendencies in the empire, under the critical 
international conditions, the insupportable burdens imposed by the state, 
and the incredible corruption, were irresistible. There occurred, as the Code 
reveals, what amounts to wholesale desertion from the society, in the form . 
of flight to the privileged clergy, the civil services, the army, the wilderness, 
brigandage, the barbarians, or to the protection of the powerful landed 
military nobility, who competed with the state for the labor of peasants and 
artisans, and before whom the emperors were often powerless. The empire 
could not have survived as long as it did without the assistance of these 
men, the feudal barons of the next stage of European society, and yet their 
growing power was one of the most important factors i in the breakdown of the 
central authority. 

Economic historians and students of the structure of the “closed” economy 
wil welcome this accessible version of a prime source for what Gibbon, 
idealizing the Pax Romana of the second century, was moved to call “the 
greatest, perhaps, and most awful Scene in the history of mankind." 

' — MEYER REINHOLD 

Brooklyn College 


The Bias of Communication, By HaAnorp A. Innis. (Toronto: University of 
Toronto Press. 1951. Pp. ix, 226. $4.50:) l 

According to the preface, this collection of papers further develops the 
thesis of Empire'and Communications, published in 1950: Having read -both 
works, the reviewer is still unable to decide which of various related themes 
is meant. The uneven pace and scope of social development are in themselves : 
a commonplace assumption rather than a thesis to be debated. We come’closer - 
to a thesis in the “emphasis” on communications as determining objects of 
human attention and the “suggestion” of the converse. 

A concept of monopolies of knowledge which dissolve to. make way for new 
ones as new mediums of communication appear runs through these books 
and other writings of the same author. It amounts to an innovations theory— 

` almost to a technical-innovations theory—of cyclical growth, the political 
units stressed largely sharing the fate of the monopolies. Speaking and 
writing tend to be active, listening and reading passive. Listeners and readers 
(particularly the latter) tend to be multiple. The multiplicity has increased 
with the appearance of paper, of printing and of improvements both in print- 
ing and in means of circulation. Moreover, reading is for the most part an 
indirect contact, with lags in time and differences in space which have in- 
creased with technical improvements. An oral tradition, here associated with 
common law, informal procedure and vernaculars, is held to be more flexible 
, and conducive to freedoms. However, the written tradition has generally won 
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out in the end. Radio diffusion, first of the voice and then of gestures as well, 
seems likely to bring a whole course of development to an end. A new long 
cycle which appears to be emerging is.fraught with great dangers to the 
individualism, the freedoms and the flexibility which Professor Innis treasured. 

Another general theme, specified by the paper which gives the volume under 
review its title, is the bias of communication. The sharpest statement of it is 
at the close of the 1950 work. In brief, concentration on one medium of 
communication tends to overweight the development of a society either on 
the side of space and political organization cr on the side of time and re- 
ligious organization; but a second medium serves as a balancer, making for 
imperial growth and durability. Parchment added to papyrus in the Byzantine , 
empire illustrates the balance. The displacement of parchment by paper in 
the West, introducing a cheap and copious but perishable material, is said 
to have timed a shift from a Church monopoly of largely sacred writings in a 
dead language to varied writings in vernaculars, and from ecclesiastical to 
political organization, 

Shorn of their rich historical tdiumings for’ purposes of review, the two 
themes are here little better than caricatured. On the other hand, more of the 
complex fabric of argument would have raised more debatable points. Minor 
shifts of emphasis, order or illustrative material would shed doubt upon 
stated or clearly implied conclusions. This reviewer is unhappy about the 
general proposition that an oral tradition makes for flexibility. The clerical 
monopoly of literacy was far gone before the sacred texts were translated into 
the vernaculars, as Pirenne hes noted, for example, in his study of the educa- 
tion of merchants. The Reformation could be characterized as an appeal from 
the authority of a flexible institution to that of written texts which carried the 
rigidity of age into any language. Theodore Collier used to ascribe whatever 
toleration emerged to a multiplying of sects which gave dissent the safety 
of numbers. 

“Communication” has become an omnibus label for social relationships 
varying from simple, direct and merely practical transmissions between per- 
sons to the shifting continuity of institutions on a world scale and throughout . 
human time. Between these extremes are gradations which involve differences : 
in quality as well as in amount. Each ideology of the subject fills the chasm 
between communication as a definite act and communication as the his- 
torical continuity of mankind in its own way. Innis seems to have deliberately 
refrained from creating a systematic theory of history in the conviction— 
itself clearly stated—that his own time and society were no more exempt from 
bias than others. 

Some of these papers are histories as distinct from the theory or the phi- 
losophy of history. The one entitled “Technology and Public Opinion in the 
United States" is a highly informed and intelligent sketch of the history of 
publication. It should be of interest to any student of American history. 

M. M. Enicur 

University of California . 

Berkeley 
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The Idea of Progress—A Collection of Readings. By FREDERICK J. TEGGART, 
with an introduction by GEorcE H. HILDEBRAND. Revised edition. (Berke- 
ley and Los Angeles: University of California Press. 1949. Pp. xi, 457:) 

There is a special value in approaching the history of the concept of progress 
‘through selections from leading thinkers. No systematic analysis can bring out 
in sufficient relief the profound differences in the settings which provided the 
background for these concepts of change and progress over so many genera- 
tions. The texts themselves, even when short, serve as a constant reminder of 
the underlying differences in factual information and speculative thought. The 
introduction furnishes an indispensable guide and draws the selections together 
into an organic whole. 

Although the philosophies of the classical period were. inconsistent with any 
comprehensive concept of progress, basic elements of the idea emerge at an 
early date. If we pass over the doctrines of Hesiod of degeneration from a 
golden age, we find a substantial development of a concept of cycles of 
growth which survived in much nineteenth century sociology. Stated in some- 
what different forms by both Plato and Aristotle the concept of cycles of 
social and cultural development remained the predominant analysis of change 
in classical antiquity. i 

It is noteworthy, however, that Thucydides and Lucretius present clear 
statements of a cumulative increase in knowledge and skill as the outstanding 
feature of social:development. This idea was an important element in the 
thought of Augustine, who explicitly conceived social development as the 
embodiment of all the potentialities of the human mind. In the City of God, 
however, these ideas were overlaid by emphasis upon a Divine Plan which 
defined the ends of social life. Augustine gave much attention to the problem 
of freedom of the will, but his doctrine interpreted social development as a 
fulfillment of the Divine Plan. 
`” The modern formulations of these concepts were hardly more than fully 
secularized versions of the Augustinian doctrine. The new view is clearly stated 
by both Pascal (1647) and Fontanelle (1688) though the implications are not 
very adequately expressed until the time of Turgot and Condorcet. The 
optimistic tone of eighteenth-century liberalism was carried cver into this field 
of thought, and this concept of progress became a primary element in the 
philosophy of liberalism. 

This development culminates in the work of Darwin. With him, systematic 
exposition in the introduction is likewise brought to an end. There are, how- 
ever, several pages of stimulating reflections upon the present loss of faith 
in the liberal optimism of the eighteenth and early nineteenth centuries. There 
is no reference to the revisions of the ‘empirical philosophy that have been 
taking place since Darwin, and more particularly within the last thirty years. 
From these points of view it would be possible to give new emphasis to the 
concept of cumulative increase in knowledge and skill. 

The analysis of these phenomena should be separated from the biological 
problems of individual and"social growth. If such a position were developed, 
the history of these concepts would present a record of a persisting dilemma of 
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choice between the somewhat restricted concep: of cumulative mental achieve- 
ment individually and socially, and the broader generalization which included 
all forms of quantitative growth. The classical concept of cycles is properly 
speaking a concept of growth rather than a concept of progress. It was, there- 
fore, consistent with the conviction that change was incidental and not very 
important. In modern sociologies concepts of cycles, or even of nonreperitive 
stages, became a source of genuine confusion. 

Different kinds of growth require different techniques of analysis and con- 
cepts of growth cannot happily be given a melioristic significance. It is 
essential to distinguish between the cumulative phenomena of the mind and 
organized mental activities and the growth phenomena of biology whether 
individual or social. Even a very brief reference to these problems would 
give added meaning to the history of these concepts. 

i ABBOTT PAYSON USHER 

Harvard, University i ; 


International Aspects of Indian Economic Development, By D. T. Laxpa- 
WALA. (New York: Oxford University Press. 1951. Pp. 191. $2.50.) 
Indian Economic Policy. Soman Ray Mouwor. (Allahabad: Friends' Book 

Depot. 1952. Pp. ix, 224. Rs. 6.) 


International Aspects of Indian Economic Development is an absolutely 
correct descriptive title of this dispassionate and closely reasoned volume. 
The analysis is of a detailed type so that only the most general idea of its 
contents can be given. Most of the subject matter falls under two categories: 
(1) the place of foreign capital in Indian economic development and (2) how 
exchange policy and trade policy can aid economic development with India 
still honoring international commitments. 

India must develop her resources rapidly to overcome, the discontented 
poverty of her people and to keep ahead of the steadily mounting population. 
' If the people are to raise their living standard by 40 per cent in two decades, 

an annual incréase in national income of 3.78 per cent is called for. One of 
the ingredients necessary for such rapid expansion is capital investment. 
By an income-savings-investment approach and by the balance-of-payments 
approach the author estimates about 30 billion rupees ($6.4 billion) of 
foreign capital would be needed over a 20-year period to sustain this rate 
of growth. It may be noted that this is close to the rate of foreign capital 
requirement envisaged in the official Five Year Plan recently published by 
the Indian government. It is estimated that about Rs. 12 billion is needed 
as equity capital and the rest as loans. The author believes that such quantities 
of foreign capital will be forthcoming since developed nations have recently 
become more sympathetic to industrialization of underdeveloped areas, and 
since this changed attitude has been institutionalized in the International 
: Bank for Reconstruction and Development, the Export-Import Bank and 
the Economic Cooperation Administration (now Mutual Security Agency). 
However, to avail herself of this capital India’ must accept conditions of 
capital-granting countries including guarantee of exchange convertibility, 
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nonlimitation of profits on foreign capital (except.in so far as domestic 
capital is so limited) and granting substantial control to foreign equity 
capital. He estimates that amortization and interest on such capital would 
amount to about 19 per cent of India’s exports and would thus create a 
difficult but not insuperable transfer problem. 

An exchange policy and trade policy are needed to insulate India from 
foreign depressions and to prevent. an unfavorable balance of payments 
induced by the program of rapid foreign investment. Yet such policies 
should be adjusted to honor India’s actual or possible commitments in the 
International Monetary Fund and International Trade Organization (in 
future). Conditions are discussed in which currency depreciation would and 
would not be helpful. The author suggests that the I. T. O. Charter should 
permit, but restrict, a modified multiple exchange rate system. He advocates 
taxes and subsidies on imports and exports as the most effective and least 
disturbing type of trade policy. Quotas are thought of only as a last resort 
and it is felt that India has little to gain from state. trading. 

Parts of the book are closely reasoned, yet a good balance is kept between 
theory and its application to India’s specific needs. Diagrammatic pres- 
entation of certain aspects of the theoretical discussion will be found helpful. 
"The outlook is definitely internationalist, which is not easy to achieve in a 
. country needing such drastic domestic development. The last year or two 

has shown the author to be over optimistic about the possibility of India 
' obtaining large capital grants. His optimism as to the imminent reality of 
the I. T. O. was unfortunately unfounded. This book is a welcome addition 
to the literature on India's economic development. 

Indian Economic Policy is a tract for the times. Two great pleas stand 
: out predominantly: (1) the need for more thoroughgoing economic planning, 
and (2) India's.foreign economic policy must be subservient to her domestic 
needs for rapid industrial development. . $ 

The present Five, Year Plan of the government of India proposes to 
increæe land irrigated from 48 million to 57 miliion acres and increase food 
production by 7 million tons thus increasing the basic grain ration from 12 to 
1414 ounces per person per day. It plans a development outlay of 18 billion 
‘rupees over a five-year period which may be compared to present national in- 
come of 87 billion rupees. This plan is hailed as a “laudable beginning" but is 
roundly criticized for being merely a plan for economic development rather 
than a full-blown plan for all economic activity. The author’s most basic 
criticism ‘is that present Indian planning is designed to operate within a 
framework of laissez faire using price incentives toward planning goals. He 
advocates a more rapid transition toward direct state controls, nationalization 
of new industrial sectors, exchange control and. mechanization of large-scale 
cooperative farms on a voluntary-compulsory basis. At the same time the 
‘author points out the dangers and abuses to which such direct controls are 
liable, but considers that, if democratically administered, they are to be 
preferred to price incentives as a tool of economic planning. 

“Conceding that the status quo has to be maintained,” the author agrees 
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that the Five Year Plan “is a sincere effort for coordinated economic develop- 
ment of the country” (p. 60). However, he offers numerous specific criticisms. 
He feels that an overemphasis on agricultural and a neglect of industrial 
development will “prevent the plan from serving as a stepping-stone for 
further progress” (p. 52). 

Although India desires to maintain friendly relations with other nations, 
he sees the primary function of her foreign economic policy as being to help 
realize domestic planning goals. He advocates that India more rigidly control 
her foreign trade, and that a much wider range of industries be granted 
tariff protection as an aid to industrial development. Exchange control is but 
one of the methods needed to help India overcome her unfavorable balance 
of payments, other advocated measures include import quotas, export sub- 
sidies particularly on goods earning hard currencies, bilateral trade agreements 
and judicious use of state trading. 

There are chapters on the need for population control, the need for fiscal 
policy and specific controls to assure full employment, a survey of recent 
labor legislation in India, a short chapter on the place of agriculture in 
India’s development plans, and a discussion of the usefulness of the public 
corporation as a tool of national planning. 

About half the chapters have appeared earlier as articles in various 
Indian journals; as the author says this “has robbed the story of its continuity 
and spontaneous sequence" (p. vii). One major inconsistency in point of 
view is apparent to this reviewer. The majority of the chapters, while advocat- 
ing a moderate socialism, are careful to point out the need of a government 
policy to assure continuing and adequate incentive in the private sectors of 
the economy. However, Chapter 3, which is a criticism of the Five Year 
Plan, ignores the problem of incentive almost completely. He calls the invest- 
ment envisaged under the plan “meagre” but it is difficult to see where he 
would seek the additional capital. Although he advocates larger government 
borrowing (p. 43), he elsewhere warns that further deficit financing will 
lead to disastrous inflation (p. 42}. We are told that taxes are too high and 
should be reduced, primarily as an incentive to industry. The need for 
foreign capital is realized but the author is not sanguine as to the amounts 
forthcoming in the immediate future. Thus the reader is left rather confused 
as to the method of drastically increasing the rate of planned investment. 
In the opinion of this reviewer, the author places too much emphasis on the 
need for industrial development at the expense of neglecting agricultural 
development. 

In spite of these shortcomings, this volume is a good introduction to 
commercial and economic thinking in India concerning her most basic 
problems of economic policy. The style is interesting and there is a facile 
blending of economic background and political realism. 

Wiis D. WEATHERFORD 

Swarthmore College 
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Bononie Systems; Planhibe and Reform; Cooperation > 


The Soviet Economy during the Plan Era; The Soviet Price System; and 
Soviet Prices of Producers’ Goods. By N. Jasny. (Stanford: Stanford 
Univ. Press. 1951 and 1952. Pp. xi, 116; x, 179; vii, 180. $2.00, each.) 

Mr. Jasny’s impressive trilogy is a major attempt to pierce the veil of . 
manipulated prices which the Soviets have drawn across the structure and 
development of their economy. If this work is to be viewed as an integral 
whole, it is probably best to read the three volumes in the inverse order of 
their appearance, starting with Soviet Prices of Producers’ Goods and finish- 
ing. with The Soviet Economy during the Plan Era. This course will lead the 
reader from the particular to the general, and should ensure that the bold 
strokes in which the final picture is drawn will not become engraved in his 
mind more firmly than is warranted by the nature of the methods of estima- 
tion which had to be used. . 

The central and most challenging conclusions of Jasny's work, as presented 
in the last-mentioned volume, spring from his revaluation of the Soviet na- 
tional income and its components in terms of United States dollars at 1926- 
27 prices. This ‘somewhat hazardous undertaking involves three distinct steps: 

1. The estimation of various aggregates in terms of current prices, whether 

government-decreed or freely formed on collective farm markets. 

2. The deflation of these values to the Soviet price level of 1926-27 by 

means of a number of specially constructed price indexes.! 

.3. The conversion of the figures so obtained into United States dollars of 

1926-27 at rates of exchange giving parity of purchasing power over the 
various classes of goods involved. 

In this general scheme Jasny’s two books on the price structure fall into 
place as expansions of the second step, though in sheer volume and weight of 
evidence they transcend.this róle and become independent studies in their 
own right. The material brought together and sifted in these volumes is to 
be welcomed as a massive contribution to the field of Soviet studies. Ever 
since 1930, when the Soviets discontinued the systematic publication of price 
statistics, Western students have had to grapple with a type of problem 
more amenable to the mental equipment of cipher clerks than to the tools of 
economic analysis properly so-called. The messages intercepted were found 
to be in two main languages: the language of “stable rubles,” dealing chiefly 
with gross output, labour productivity, and national income; and the language 
of current rubles, used in references to the budget, retail sales, investment, and 
fixed capital. Much effort has been expended on translating particular messages 
from one language into the other, and, occasionally, into straightforward Eng- 
lish, but Jasny’s study goes beyond this and evidently aims at providing us 
with a working dictionary. í 

It is not easy to say how far he has succeeded without having access to 
the very dispersed and recondite material used. As he relies mainly on price 


1 The official “stable ruble” figures purporting to be based on the 1926-27 price structure 
are rightly discarded as unduly “processed.” 
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data for individual commodities, it requires something of an act of faith to 
&ccept his generalizations concerning the price-trends of whole industries and . 
economic sectors. We are told, for instance, that since there are insufficient : 
data to permit the computation of the weighted average price of all fuels used 
in boilers, "the trend of the prices of Donbass coal may be taken as fairly 
representative of the price-trend of all such fuels" (p. 54). This may be so, 
or it may not. While it is readily conceded that some boiler fuels rose more 
in price than Donbass coal and others less, the reader is in need of some as- 
surance that this isa rabbit of respectable antecedents, and not out of a hat. 
Though undoubtedly of central importance in the country's fuel balance, Don- 
bass coal accounted for less than half the calorie consumption of heavy in- 
dustries in the early ’thirties (the percentage for light industry was less than 
a third), and its importance declined steadily in later years. The most sum- 

“mary Soviet calorie-conversion tables list some thirty types of coals alone, ' 
with at least 20 distinct calorific values and presumably as many divergencies 
in ash content and other qualitative criteria. This suggests a bewildering 
multiplicity of prices, among which only the eye of faith can pick out a suit- 
able representative without an extensive knowledge of the performance of 
other candidates. Jasny’s admirable exposure of the chaotic state of Soviet 
price planning in other parts of his work shows up the widely divergent and 
erratic price movements of close substitutes, and so does little to encourage 
complicity in his sanguine behavior. To my mind. the transition from indi- 
vidual to composite price trends needs the support of a more aggregative 
analysis, such as comparison of the expenditure on fuel by various users 
with the total calorie-content of their fuel consumption. These data are avail- | 
able for a number of prewar years and could prcbably be collected and sifted 
with a fraction of the effort that went into Jasny’s price compilations, In the 
only case where this method is extensively used, the case of rail transport, the 
results obtained diverge from Jasny’s inductive generalizations; unfortunately 
he contents himself with stating the discrepancy and expressing the hope 
“that further analysis will solve the puzzle" (p. 56). 

A similar source of uneasiness is the estimation of construction costs. Again 
the procedure of compounding individual price series by largely intuitive 
methods results in a trend markedly different from that yielded by a more. 
aggregative method.? Jasny registers surprise at the discrepany, but com- 
forts himself and his readers with observations on the general obliquity of 
Soviet accounting methods which “it would be absurd to call . . . ‘statistics’ ” 
(p. 24). While one may agree with this view in more than one respect, it is 
hardly reassuring to find that the emphasis it receives at Jasny's hands varies 
in proportion to the divergence of Soviet official data from his own findings. 
It shoüld be said in fairness, however, that many of the methods and sources 
which throw doubt on Jasny's indexes are explored and stated openly by the 
author himself. f 

The companion volumé of the series entitled Te Soviet Price System deals 


2 Comparison of parallel official valuations of fixed capital at the nominal prices of 
different years. 
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.With three main subjects: an extension of the survey to farm prices and in- 
dustrial consumer goods, an examination of that bugbear of critical analysts, 
the official “unchangeable” prices of 1926-27, and a review of Soviet national 
income accounting with some of its lese known tricks and foibles. In the 
survey on agricultural and general consumer prices, the descriptive portions 
give an excellent and much needed summary of the main lines of development, 
and the statistical illustrations appear to rest on. a broader and more solid 
foundation than in the other price study. There is a summary appendix 
table giving the price movements of some thirty individual commodities for 
seven selected years between 1926 and 1950. To my knowledge this is the 
most extensive compilation of its sort to be published in the West, and there 
can be no doubt of its value as a work of reference. It is all the more re- 
grettable that the author's method of aggregating these data into a price index 
for consumer goods as a whole bears all the marks of arbitrariness. Confusingly 
enough, this aggregation is carried out in the other volume of the series, 
Soviet Prices of Producers’ Goods (pp. 18 and 19), where it appears in semi- 
narrative form as an intermediate step in the estimation of a still more compre- 
hensive price index (for industrial goods as a whole). The difference in in- 
tellectual climate between the scholarly and. painstaking compilation of 
individual prices and the rough and ready guesses as.to their conjoint move- 
ments, in the course of which much of the original information is discarded 
and the rest allowed to merge into a vague impression, detracts greatly from 
the high level of Jasny’s work, and is apt to reduce, our confidence in his, 
method of selective price compilations as a tool of analysis in this field. Little 
. comfort can be derived from various more aggregative checks suggested in 
the chapter on “phantom unchangeable 1926-27 prices." These are tainted by 
the same laxness and appear to be inconclusive. è 

The chapters on Soviet national income accounting are probably the most 
revealing parts of the book. Unfortunately Jasny’s information here is second- 
hand; it is derived.via Prokopovicz from a Soviet source of considerable 
authority? apparently not available in the United States. This explains why 
some of the most glaring manipulations of Soviet national income accounting 
are not mentioned, while others are perhaps given undue weight. Thus, for 
instance, the practice of counting the losses made in industry as part of in- 
dustry's contribution to the national income, which may have caused consider- 
able distortion in the early plan era (say up to 1936), is not mentioned. On the 
other hand, I am not convinced that the total yield of turnover tax is deducted 
from the net product of trade and imputed to industry. If this were true, it 
would be difficult to see why the Soviet source on national income referred to 
above should list the trade tax separately under that heading. Moreover, the 
size of the relative share of trade in the national income at current prices 
(9-15 per cent) would be difficult to explain if that tax were excluded.* 

fos M. Krasnolobov, “The Planning and Computation of National Income” (Moscow, 
19040)... 

*The trade tax proper must be distinguished from the turnover tax paid by the State 


procurement organization (Narkomzag); with respect to the latter Jasny is probably 
right in assuming that Soviet practice imputes it to industry rather than trade. 
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The crowning volume of the trilogy is no doubt The Soviet Economy during 
the Plan Era. Here the results of the other two volumes are extensively used 
as tools of analysis. Estimates of total outlay on various items, such as 
munitions, military pay and subsistence, consumption and investment, are 
made for a number of years in terms of current rubles, to be subsequently 
deflated by the price indexes which Jasny considers to be severally applicable 
to them. The figures so obtained are then converted into United States dollars 
of 1926-27 in order to display the structure of national income through the 
years in comprehensible terms. The picture which emerges is a dismal one 
indeed. Private consumption is represented as having declined from three- 
quarters to less than a third of the national income between 1928 and 1948, 
while the share of defence expenciture appears to have increased from 2.5 per : 
cent to close to 20 per cent. The lion's share is presumed to go to net invest- 
ment ‘(40.7 per cent in 1948, as against a mere 17.2 per cent at the start of 
the. plan era). On this last point Jasny is in sharp disagreement with other 
Western analysts, such as Wyler. 

The scarcity and poor documentation of Soviet statistics, which must be held 
responsible for the possibility of, and even necessity for, this type of estimate, 
makes it equally hazardous to disprove Jasny's findings without a research 
effort far beyond the scope of a book review. As a matter of general principle, 
the use of American prices of 1926-27 for Soviet national income computations 
extending as far as 1948 would seem to be of doubtful relevance. The margin 
of error involved in the estimates is of necessity so wide that the further step 
of converting the figures to American prices of, say, 1940 could not have 
materially affected the accuracy of the result, while the gain in significance 
and comparability with other estimates would have been considerable. Inter- 
national comparisons of economic structure in terms of national price systems 
are full of pitfalls and perplexities at the best of times, but when the spatial 
remoteness of the standard of comparison is aggravated by an equally alarm- 
ing remoteness in time, the difficulties of interpretation begin to be quite 
serious. The best argument that Jasny could produce for his choice of 1926-27 
dollars is probably the fact that the ruble-dollar exchange rate in that year was 
still operative, while it became nominal in later years. This is true, but hardly 
relevant to the significance of the final outcome. I cannot help feeling that a 
better hope for our understanding of Soviet economics lies in the direction of 
social accounting studies in terms of current rubles, with allowances for the 
abnormal structure of indirect taxes, depreciation rates, and profits. This 
would make the national income of the Soviet Union and the United States 
comparable in terms of costs, a far more objective criterion than the static con- 
sumer preferences implied in an esoteric price system. 

Jasny’s books deserve the closest st: :y of all students of Soviet econom- 
ics, in fact of anyone concerned with international comparisons and an over-all - 
view of economic development transcending national frontiers. They deserve 
admiration as well, chiefly for the assiduity and patience which must have 
informed those massive and scholarly compilations, but in some measure also 
for the author’s supreme confidence and resourcefulness in putting them to 
work in a good cause. These qualities must be highly rated in a subject 
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bristling with difficulties and frustrations, in. which there is no room for 
the faint in heart. It is all the more regrettable, therefore, that as regards 
the final indictment of the planning system which Mr. Jasny has drawh up, 
this reviewer finds himself constrained, with all respect for the author’s special 
pleading skills, to return a verdict of “not proven.” 
F. SETON 
Nuffield College, Oxford. 


Democracy and the Economic Challenge. By R. M. MaclIver. (New York: 
Alfred A. Knopf. 1952. Pp. 86. $2.50.) 


In these five lectures, delivered on the William W. Cook Foundation at the 
University of Michigan, Professor Maclver provides a “liberal manifesto" 
calculated to help some in resisting the lure of-the Communist Manifesto 
and, what is more important, to help others to understand the real values 
of the liberal democratic way of life. We need intellectual and spiritual 


rearmament as much as we need armament. MaclIver's contribution is excel-. : 


lent; it is to be hoped that many other senior scholars will help in this work. 
“In ‘these times," says MacIver, “it is not enough to hold aloft the banner of 
free enterprise. The cause for which men live, the flag for which they fight, 
must-appeal to their hearts. Let us take this lesson from our adversaries. 
They offer to the Western peoples not only security but also a faith, and to 
the Eastern they promise not only land but a vision. . . . This vision is 
particularly necessary to win the loyalties of the young. We won’t hold them, 
we certainly will not inspire them, if we make our case on the ground that 
capitalist enterprise is more efficient than socialist planning. . . No, we must 
seek stronger and higher ground if we are to convince ourselves, ‘still more 
if we are to seek to persuade other peoples that ours is the better way. That 
is why it is deplorable that in this country we are so superficial about our 
democracy. We do not apprecidte the strength, the vitality, the depth and the 
breadth of the thing'that makes us one" (p. 73). 

In the first lecture the theme is the emergence of "private economic power" 
and its “historic role" in fostering the rise of democracy. The second lecture 
is concerned with the new rôle of the state as it turns to guide and canalise 
“private economic power." Very valuable in this chapter is the distinction 
between the welfare state, the socialist state and the communist state. The 
welfare state is "consistent with private economic power" and should be: 
“welcomed as the surest protection against the perils of communist infiltration” 
(p. 30). The third lecture is on the “portent of Karl Marx." “The leading spirits 
of communism—in countries where it is not already enthroned—have espoused 
it not because of a detestation of capitalism but because for one reason or 
another they are at war with the society in which they live. . . . It is our own 
betrayal of democracy more than the shortcomings of capitalism that fills the 
communist ranks" (pp. 38-39). The fourth lecture discusses the question 

“whether a fully planned, centrally directed economy . . . can exist with the _ 
attitudes and the processes of democracy." Again there is emphasis on the 
difference between the welfare state and the socialist state. “The goal is not 
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socialism nor capitalism, nor any neat blueprint of economic organization. The 
goal is the freer and fuller life of man in his society, equipped with all the : 
means that liberate his capacities” (p. 70). The final lecture is an appeal to 
America to rise to the call “to give a new translation of the ancient and ever 
new demand for the union of Liberty and Order" (p. 85). Two points need ` 
emphasis. First, “democracy perishes if it compromises with totalitarianism . . . 
whereas some socialism must be mixed with capitalism if capitalism is to sur- 
vive" (p. 78). Socialism does not mean democracy (that is the “fallacy ofthe 
left") but capitalism does not mean democracy either (that is the “fallacy of 
the right"). Second, racial and ethnic discrimination is a “rank betrayal of our . 
democratic faith" (p. 82) which “lowers our standing before the world” and ` 
“hurts us at home" (p. 83). “We must abolish discrimination. Only so can we 
fulfill the meaning of America. Only so can our great tradition become anew a 
vital reality" (p. 84). f : 
> V. W. BLADEN 
University of Toronto ; i 


Economic Systems in Action: The United States, the Soviet Union, and the 
United Kingdom. By Atrrep R. OxeNFELDT. (New York: Rinehart. 
1952. Pp, ix, 175. $1.50.) 


The purpose of this book, the author tells us, is to achieve two goals. His 
plan was to write a brief and ncntechnical text that could be understood by 
an “intelligent high school graduate.” The material presented was to be 
“organized around the basic functions that every economic system is expected 
to perform.” It is the impression of the reviewer that the pedagogical aim has 
been fully realized. The book is edmirably suited for beginners in economics, 
either as a supplement to the principles text or for a class in current 
economic issues. It is hardly a satisfactory text for a systematic course in 
comparative economic systems, mainly for its, theoretical particularity. 

The central proposition of the author is that to compare is to evaluate. 
Evaluation requires standards of judgment as well as identical problems to 
be solved by each economic system. Each economy has to solve five identical 
questions: what and how much to produce, how to divide income adequately, 
how to select the most efficient methods of production, how to direct individ- 
uals into the most productive occupations, how to improve the progressive- 
ness of the economy. To answer these questions, the author develops 
standards of performance appropriate for each system. The actual performance 
of the American economy is compared with the welfare standards of efficiency 
and equity. The Soviet economy is compared with the standard of a "good 
economic plan." British socialism is compared with the standard of full 
employment and income equality. What is the result? 

A significant body of information is presented eifectively in terms of 
standards and actual performances. Vet two deficiencies are obvious. In many 
cases the standards of judgment defied operational definition. Or the evidence 
necessary to measure the degree of attainment"was missing. In the few 
instances where standards and data were adequate, the conclusion was that 
neither one of the economic systems considered was as effective as it could 
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or ought to have been. The best one can achieve with this method is to indicate 
deficiencies that can'be remedied within the framework of each system. 
The method can tell us little about the degree of compatibility among these 

systems. ` 

More serious is the fact that a comparison in terms of ideal standards does 
not allow for a discussion of essential institutions of the actual economies. 
For instance, the treatment of the American economy does not include a 
systematic discussion of the economic réle of large corporations, trade unions, 
or farm.organizations. The welfare standards chosen presuppose effective 
competition and did therefore not call for a discussion of how these three 
institutions have changed the actual functions performed by the pricing 
system. In assessing the achievement of the Soviet Union, the institution of 
forced labor is regarded as noneconomic, imprisoning merely the politically 
dangerous. The ideal standard of the highest possible output, which would 
be higher if free labor only were employed, is utilized to argue that forced 
labor is not in the interest of the Soviet Union (pp. 114-115), and must thus 
.be insignificant. 

Although the author has utilized his method with great skill, often: going 
beyond. its inherent limits, it seems to the reviewer that presentation of the 
essential institutions must precede evaluation if students are fully to under- - 
stand the actual operation of contemporary economic systems. : 

' — ARTHUR SCHWEITZER 
- Indiana University l 


The Cooperative Movement and Some of Its Problems. By PAUL HUBERT 
CASSELMAN. (New York: Philosophical Library. 1952. Pp. xiii, 178. 
$3.00.) 

The author of this well-written little book is a professor? of economics at 
the University of Ottawa who has been active in the cooperative movement. 
The Foreword is by Dr. M. M. Coady, a leader of the Antigonish Movement. 
As the author points out, apart from James P. Warbasse’s Cooperative Democ- 
racy, and Horace M. Kallen’s The Decline and Rise of the Consumer, few 
major works in America have dealt with the cooperative movement’s basic 
problems. That is the main purpose of his book. Hence it is addressed pri- 
marily to those familiar with cooperation (Introd., p. xi). Professor Cassel- 
man’s approach is not doctrinaire. Cooperation is not held up as a panacea for 
all economic and social ills. On the contrary, recognizing that this method is 
not always superior in every line of endeavor, he doubts the feasibility of a 
cooperative commonwealth, and favors instead the competitive yardstick 
goal of using cooperatives to curb the evils of capitalism (pp. xii, 11, 52). 

An introductory review is given in Chapter 1 of the working principles of 
cooperation, classified according to the ideals underlying them, The purpose 
of Chapter 2, which deals with attitudes toward and major schools of coopera- 
tion, is not clear. Is it merely descriptive, or is it intended to show that 
indifferent, neutral, and hostile groups constitute one basic problem, and 
lack of agreement among cooperators constitutes another? 

Chapters 3-9 come to grips with the main problems of the cooperative 
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movement. Ín considering problems of cooperative organization, Casselman 
rightly stresses the primary need for organizing financial. cooperatives of 
various types. Concerning the problem of effective education, useful sugges- 
tions are made in accord with principles of progressive education, and the 
Antigonish Movement, which uses cooperation as an instrument of education, 
is described. Of the two chapters devoted to a comprehensive analysis of the 
cooperative movement's relation to the state, one gives detailed attention to 
its relation with socialism. Here perhaps Casselman could have devoted less 
` space to proving a fairly obvious point—that "cooperatism" differs from 
socialism in certain fundamental ways. His discussion of cooperative-state 
relations would have benefited from J. P. Warbasse’s Cooperative Peace 
(1950), which is nowhere mentioned. A valuable chapter is that dealing. with 
cooperatives and labor. Subjects covered include the advantages of coopera- 
tives to labor, participation by labor in the movement, labor’s relative indiffer- 
ence in America compared to Europe, and sources of cooperative-labor friction. 
Discussion of producer-consumer relations among cooperatives is less complete, 
but interesting and informative. Finally, the problem of taxation is covered 
fully and competently. According to the author, patronage dividends paid out 
or retained by producer purchasing and consumer cooperatives are neither 
taxable as personal income nor es corporate income. These organizations are 
in no sense corporations, and moreover, patronage dividends consist of over- 
charges, or of withheld savings from group buying (pp. 140-42). By way, of 
conclusion, Chapter 10 makes a zinal plea for cooperation, after reviewing its 
advantages. 

The book i is perhaps too brief, and at times lacks the depth of Cooperative 
Democracy and The Decline and Rise of the Consumer. Yt is, however, 
extremely readable and a welcome addition to the literature of this field. 
Valuable features aré the careful documentation, a twelve-page bibliography 
by chapters, and an adequate index. 

. Roy C. Cave 

San Francisco State College . 


National Income and Social Accounting 


Wages and Salaries in the United Kingdom, 1920-1938. By AGATHA L. CHAP- 
MAN assisted by Rose Knight. Stud. in Nat. Income and Expenditure of 
the United Kingdom, No. 5. (Cambridge: The University Press. 1952. 
Pp. xiv, 242.) 

Miss Chapman's study Wages end Salaries of the United Kingdom, 1920- 
1938 is the most recent in the series on national income and expenditure which 
the University of Cambridge and the National Institute of Economic and 
Social Research are issuing. The study is a work of admirable and indefati- 
gable scholarship. This is fortunate not alone for those concerned with employ- 
ment and wages in the United Kingdom. It is etyually fortunate for those 

'econometricians and business-cycle analysts who would use UK data for 
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national income and expenditure to study growth trends, savings-income 
ratios, etc.: with wages’ constituting two-thirds of national income in this 
period the accuracy with which they are estimated will substantially affect 
the accuracy with which national income as a whole will be estimated. 

Aside from an introductory chapter on definitions and concepts, and two 
others on the reliability: of the estimates, Miss Chapman devotes the entire 
study to describing how she prepared the annual estimates for employment, 
wages and salaries and average annual earnings (i.e., full-time equivalent). 
To assess the study adequately would demand considerable time—to work 
through 200-odd pages of patient investigation—and a broad acquaintance 
with the intricacies of British economic data in virtually every field. However, 
we may attempt a trans-Atlantic judgment on at least the verisimilitude of the 
final estimates in the light of American data trends and economic relationships. 

For estimating employment, her general procedure is to use benchmarks 
from the Production Censuses of 1924, 1930 and 1935 (or the Population 
Censuses of 1921 and 1931) and interpolate by employment series derived 
from data of the unemployment insurance system. For wages and salaries, 
chief reliance is placed on E. C. Ramsbottom’s indices for wages and the 
Marley-Campion indices for salaries. Given the nature of these raw materials, 
it is unlikely that substantial improvements in the accuracy of the estimates 
could, be made. It is important, however, to surmise how adequate the 
estimates prove to be. 

One critical aspect is how well they portray cyclical variability. Of the 
cyclical changes in her records, the most extreme—as in that for the United 
States—is the 1920-21 drop, and it is therefore worth special attention. From 
1920 to 1921 rates of pay (as measured by average annual earnings) declined 
by 5 per cent (or less) in every industrial group but two—fishing and mining. 
For these two groups, rates declined about 20 per cent. Cash mining wages 
dropped by 100 million pounds—or far more than the drop during the 8-month 
strike year of 1926. The somewhat unlikely spread in earnings trends may be 
related to the methods of estimate. For mining, Miss Chapman uses a 
different procedure for the year 1920 than for subsequent years. She does not 
indicate how closely such a procedure reproduces benchmark data in later 
years—hence we do not know how comparable the 1920 and 1921 estimates 
may be. For fishing, the drop rests on the implicit assumption that wages 
form a constant ratio to value of fish landed. This assumption, Miss Chap- 
man is careful to point out, does not fit well with data for years in which 
we can check it (1929-34, 1938). Moreover, it is likely that the employees’ 
share was in fact smaller in the high 1920 prosperity than in later years. 

Turning from the wage rate sources of the 1920-21 decline, what of the 
employment shifts? For manufacturing and a number of other major groups 
the 1920-1921 change is estimated as the change in the numbers of insured 
workers minus the number of insured unemployed workers. The latter group 
is defined to include persons on short-time. Since the number of short-time 
workers increases in depre$sions, that group will constitute a growing number 
of employed full-time equivalent workers. Miss Chapman's treatment of them 
as completely unemployed, therefore, is likely to overstate the 1920-21 decline. 
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For trade, finance, insurance and a substantial part of the service industry, 
it is arbitrarily assumed that employment declined’ by 10 per cent. Such a 
decline is modest in the light of declines.in, say, manufacturing employment. 
However, its reasonableness is still in question: no decline occurred in any 
subsequent year between 1921 and 1938—neither in 1926, the year of the 
general strike, nor in the depression -following 1929. Since, therefore, wages 
and salaries are estimated for 1920-21 as the product of employment times an _. 
average wage-salary, the combined effect of this treatment of short-time in 
many industries, and the assumption of clue in others, is likely to overstate 
the 1920-21 decline. . 

Miss Chapman's figures show an almost unvarying level of wages and 
salary aggregates from 1921 to 1933-34. Prosperity such as that of the 
American 1920's is completely absent in the British record. Manufacturing 
wages—one of the most sensitive earnings groups—are almost identical in- 
1924, 1930 and 1935—-years for which benchmark Census of Production in- 
formation is available. A foriiori, other industry groupe show a similar 
stability over these years. 

The 1932-38 change provides another point of interest for cycle analysis, 
reaching as it does from the lowest point in the depression to the last year for - 
which this study provides figures. Here, too, the results are mixed. According 
to Miss Chapman's estimates, the average annual earnings of employees in 
manufacturing rose by 10 per cent over this period, with correspondingly’ 
smaller increases in distribution and service. However, the gain shown for 
agriculture. is 18 per cent. In the United States economy such a disparity, 
and in this direction, would be unreasonable. This gain essentially represents 
the change in the minimum rates set under the Agricultural Wages (Regula- 
tion) Act in certain contested cases. As such, it is not likely to allow for 
changes in the percentage of persons working at minimum rates and the 
percentage working above these retes. In a recovery period, such as 1932-38, 
it is likely that these proportions—and hencé average earnings—would shift 
differently from a set minimum raie. 

Miss Chapman cannot be commended too much for her care in comparing 
her results with those.of Bowley, Clark and a multitude of other official and 
nonofficial check points. Some of the comparisons reveal a consistency in 
British data which is far greater than we could hope for in similar Ameri- 
can sources: for example, the number of national and of local government 
employees as reported in the 1931 Census of Population is almost identical 
with the totals reported by the individual departments and organizations. On 
the other hand, some of the compa-isons prove a bit misleading. For example, 
the earnings bill as estimated in this study for trade in 1924 is compared with 
an estimate based on a special earnings inquiry of the Ministry of Labour 
in that year. The virtual identity of the two estimates, however, essentially 
rests on the fact that the wage totals are secured by multiplying identical 
employment figures. first by the rates of earnings in certain distribution trades 
and second by rates for cartage and haulage and*for warehousing and cold 
storage, and these rates were almost identical. 

. A terminal chapter on reliability of estimates follows the tradition of King 
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and, more immediately, Kuznets in trying to assess for the reader the re- 
‘liability of the results for the years 1920 and 1938. This is further testimony 
to the scholarly nature of the study but it is doubtful whether this tradition 
is worth perpetuating. To say that the figure for average annual earnings for 
agriculture in 1938 is Class B. (a firm estimate) is a judgment we must 
respect. But it is equally a judgment which may be contested: no benchmark 
estimate exists to fix a level for this series, and—more importantly—most 
users are concerned with the still more difficult question of change. 

In future editions it would be informative to have a chapter comparing 
employment and output trends, with some commentary on the implied produc- 
tivity measures, and some comparisons between the trend in wages and salaries 
on the one hand and the—presumably independent—Cambridge-N.IE.S.R. 
estimates of consumer expenditure on the other hand. Economists are certain 
to be-interested in the labor market relationships revealed by these figures— 
with changes in employment being positively correlated with changes in wage 
rates in some industries, negatively in others. Perhaps Miss Chapman herself 
will report on these in some future analysis. 

It is to be hoped that the ability, care and hard work which are apparent 
in this review of wages and employment in the United Kingdom—gaps filled, 
sources reconciled, estimates patched up—will be equally apparent in future 
studies in this series. The results of Miss Chapman’s work are certain to be 
used widely and frequently in the years to come. © _ 

ai STANLEY LEBERGOTT 
Washington, D.C. 


Business Fluctuations; Prices 


Federal Grants and the Business Cycle. By James A, MAXWELL. (New York: 
National Bureau of Economic Research, 1952. Pp. xiii, 122. $2.00.) 


Several “built-in stabilizers” have been added to the public sector of the- 
economy during the past two decades. Expenditures have been made more 
responsive to cyclical swings in business activity through the adoption of the 
unemployment insurance program and the system of price supports for 
agricultural products. Revenues have also been made more responsive, largely’ 
as a result of the increased relative importance of income and profits taxes. 
The mildness of the 1949 business decline and the speed of the subsequent 
recovery can doubtless be attributed in part to the operation of these auto-. 
matically compensatory fiscal adjustments, 

Stabilizers of this type have obvious appeal. The existing devices, however, - 
need considerable strengthening before they can be important in cushioning a 
large-scale business. depression. How might this strengthening be accom- . 
plished? This book examines a particularly promising avenue of approach, 
namely, the possibility of establishing flexible federal grant programs which 
would serve a countercyclical purpose and also place certain governmental 


196 THE AMERICAN ECONOMIC REVIEW 


services on a more assured basis in both prosperity and depression. The . 
author's conclusion—stated more implicitly than explicitly—is that'a feasible 
plan can be worked out which would achieve an important countercyclical 
effect. 

There is far more in this small volume than appears at first glance. Profes- 
sor Maxwell has given us a very compact and useful description and analysis 
of the important federal grant programs: their history, their size, their be- 
havior during business cycles, the lessons of experience, the defects in the pro- 
grams, and the proposals for reform. He also’ presents a careful and concise 
analysis of public works, koth federal and state-local. But this is not all, for 
the author breaks new grcund by introducing some original and highly at- 
tractive proposals for automatically compensatory grant programs. The book 
follows the typical pattern of National Bureau publications: controversial 
issues are treated very cautiously, generalizations are few and guarded, there 
is a minimum of literary flourishes, and as much as one-third of the volume is 
devoted to statistical tables and charts, However, Maxwell has been more 
successful than most writers for the National Bureau in providing a stimu- 
lating treatment which molds statistical and theoretical conclusions into 
practical proposals for governmental action. These proposals are all the more’ 
worthy of serious consideration because of the author’s long experience in the 
field of intergovernmental fiscal relations and the campaign he has waged to 
make students of public finance more appreciative of the significance of 
federalism. 

One cannot help being greatly impressed with the ingenuity behind the 
author’s proposal for a flexible scheme of public assistance grants covering 
public assistance as a whole or selected categories of assistance. In brief, 
the scheme involves the establishment of a national minimum expenditure per 
recipient, the computation for each state of a “standard effort,” which repre- 
sents the potential state expenditure per recipient if a given percentage of 
state income payments is devoted to this purpose, and the determination of 
matching ratios based upon the relationship between the standard effort for 
a state and the national minimum.? The federal government's share would be : 
the largest for the poorest states, and the smallest or nonexistent for the 

_ wealthiest ones. This scheme is flexible, since both the national minimum and 
the standard effort can be changed. It is automatically responsive to the busi- 
ness cycle, because a given percentage state-local standard effort would cover 
more of the national minimun in periods of high income than in a depression, 
and because the federal share of the cost of the program would grow and 
shrink directly with the number of persons who became eligible for benefit 
payments. Maxwell is aware that the operation of a plan of this sort would 
face certain dangers and difficulties, and he suggests how these might be kept - 
to a minimum. 

The proposal for public works ‘nvolves the creation of a federal public 


. > 
2 This scheme is an extension of the author's earlier thinking on this subject. (See J. A. 
Maxwell, The Fiscal Impact of Federalism in the United States [Harvard University Press, 
1946], Ch. 17). 
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works authority which would program federal projects according to cyclical 
conditions and exert cyclical control over state-local construction expenditures. 
The latter control would operate through grants for planning public works and 
through cyclically variable grants and loans for financing projects that have 
already been planned and cleared in advance. The author takes cognizance of 
the important obstacles to the use of public works spending for damping busi- 
ness fluctuations. Various factors which influence the timing of public works 
are analyzed, such as the limits to the deferability of projects, the comple- 
mentary nature of certain types of public and private construction, and the 
long period often required for planning and construction. Evidence is pre- 
sented showing that governmental agencies responsible for construction proj- 
ects often like to see their projects initiated’ and completed as rapidly as pos- 
sible and tend to be reluctant to fit their operations into a countercyclical 
pattern, 

A minor objection might be raised to Maxwell’s suggestion that the level 
of private construction be used as the chief guide to policy decisions concern- 
ing the timing of public works. Private construction does not always move 
with the general business cycle (witness 1927-29) and, therefore, will not al- 
ways be a reliable guide. Some critics might déplore the fact that the different 
grant and public works proposals are not developed within a broader fiscal 
policy setting which allowed for other types of expenditure flexibility and for 
tax adjustments, but an extended treatment of that type is clearly beyond the 
author’s assignment. 

' This volume is the fifth publication of the National Bureau’s Conference on 
Research in Fiscal Policy. The fact that it includes a rather full discussion 
of policy questions is partly a reflection of the fact that the initial suggestion 
for the study came from the President’s Council of Economic Advisers. 

HASKELL P. WALD 

Washington, D.C. 


Business Cycles. By D. HamsBerc. (New York: Macmillan. 1951. Pp. ix, 621. 
$5.00.) 

There are now a half dozen textbooks in the field of business cycles, and 
there are few fields of economics in which the texts are so uniformly good. 
"Professor Hamberg's book is no exception. It is fully up to the high standard 
set by its predecessors, and possesses some distinctive features that will 
surely appeal to many teachers. 

The book is divided into three parts. Part I consists of introductory ma- 
terial, beginning with a chapter on statistical aspects with an appendix in 
which the chief methods of time-series analysis are briefly sketched. The 
second chapter lays the theoretical basis for the subsequent discussion by 
introducing the concepts of national income and product, and proceeding toa 
preliminary treatment of income fluctuations. The final chapter in Part I 
develops the multiplier and accelerator, and their interaction in simple models. 

Part II, "Theories of the Business Cycle," occupies roughly half the re- 
mainder of the book. The first of seven chapters, and the longest, deals with 
Keynes and the stagnation thesis in considerable detail Further chapters 
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cover the pure monetary theory with particular reference to Hawtrey; the 
monetary and nonmonetary overinvestment theories, with a seven-page 
appendix on the Ricardo effect; Schumpeter’s theory; “Onderconsumption 
Theories,” treating the work of Foster and Catchings and Hobson as repre- 
sentative. There is a chapter on agriculture, cost-price relationships, and ex- 
pectations, under the title, “Influence of Strategic Factors”; and another 
concerned with international aspects of cyclical fluctuations. 

Part III opens with a chapter. on “Eclectic Theory of the Business Cycle,” 
in which exogenous and endogenous forces are distinguished, and a synthesis 
- of elements of the theories previously discussed is developed. Further chapters 
provide historical accounts of business cycle history in the United States in 
the "twenties, "thirties and "forties, respectively. Two others deal with mone- 
tary policy and fiscal policy. 

As his distribution of space would suggest, Hamberg believes that an under- 
graduate course in business cycles should emphasize theory rather than either 
history or policy. He believes, moreover, that there are substantial advantages 
to be derived from a translation of the various terms used by different writers 
into a. common language, and he has employed a “Keynesian” vocabulary 
throughout the book. Thus, the Wicksellian “natural. rate of interest" is 
rendered as “the marginal efficiency of capital,” and so on. This device is 
skillfully and consistently applied, and will certainly save students a great deal 
of drudgery as well as some confusion. Whether this'is a merit or a defect of 
the book is, of course, an arguable question. Hamberg bas not tried to please 
everyone, but he has made what many will regard as a considerable contri- 
bution to effective teaching. 

Hamberg's book is much too good to appeal to the charitable instincts, of 
a reviewer. The author has exercised his obvious competence with a strict view : 
to the capacities of his undergraduate audience, and he has taken pains to 
work out an interesting and comprehensible presentation of his subject matter. 
Although his chief concern is admittedly with theory, he has not slighted his 
chapters on history and policy, and his style is adapted to the narrative in a 
manner calculated to keep readers awake. On controversial questions, the 
author states his own position and labels it as such, thus opening the way to 
further discussion. Any instructor can use this textbook as the basis for a 
high-level course in business cycles, and whether or not he chooses to do so is 
largely a matter of taste in the competitive scene. Disciples of the late Pro- 
fessor Mitchell will feel that he gets short shrift in the page and a half given 
him, and those teachers who have no use for the aggregative approach will 
naturally prefer another product. Given Hamberg's objectives, however, 
there is little fault to be found with his book. The flaws to which I now call 
attention stand out ds minor deficiencies in an excellent piece of work. 

Chapter 2, after giying a very clear statement of the definitions to be used 
throughout the subsequent analysis, proceeds immediately to a treatinent of 
income fluctuations in which the distinctions just made are ignored. If the 
student has heeded the author's warning to familiarize himself thoroughly 
with the concepts, “particularly saving and investment," he will be discon- 
'certed by an analysis that seems to make changes in the level of national in- 
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come depend upon the relation of investment to saving out of disposable per- 
sonal income. Furthermore, the statement on page 50 that “‘whenever reference 


is made to consumption in relation to income, we will ordinarily be referring to ` 


disposable income," is not borne out by what follows. The propensities to 
consume and to save are actually discussed in terms of national income, and 
the illustrative tables and graphs in both Chapters 2 and 3 show national 
income as the independent variable. Since the terms "national income," 
“received income,” and simply “income” are all used interchangeably in both 
these chapters, students ‘will need some help if they are to understand just 
what is going on. I suspect that an explanatory paragraph or two was left out 
of the final version of the manuscript somewhere in the second chapter. 

In the chapter given to Schumpeter's work, the aggregative terminology 


does not show at its best; but the exposition is nevertheless adequate to give . 


students a sound introduction to a subject of increasing interest. It is thus 
especially disappointing to discover among the *Critical Remarks" with which 
this chapter, like the other theoretical chapters, concludes; some erroneous 
comments of a most misleading character. Hamberg's minor criticisms of 
Schumpeter are possibly debatable, but on the major points he is quite wrong. 
Schumpeter never held that the distribution of entrépreneurial ability is any- 
thing other than “rather gradual" (see Schumpeter's Business Cycles, Vol. I, 
pp. 99, 130, for instance); and there is no “Great Man Theory” of history 
to be found anywhere in his work (compare Essays of J. A. Schumpeter, pp. 
216-35, and especially p. 234, n. 10). Hamberg will undoubtedly make good 
these lapses at the first opportunity; meanwhile, they may be used as a basis 
for some profitable class discussions. 

RICHARD V. CLEMENCE 
Wellesley College : 


Money and Banking; Short-Term Credit; Consumer Finance 


Federal Reserve Policy-Making. By G. L. Bacs. (New York: Alfred A. Knopf. 
1950. Pp. xvii, 282. $3.00; text ed., $2.20.) 

Students and teachers of money and banking who are constantly looking 
for more and improved material for monetary courses.above the elementary 
level will be intrigued by this volume by Professor Bach. 

The book has two main purposes: (1), A study of the pracess of Federal 
Reserve monetary and bank-supervisory policy formation, and (2) a look 
analytically at the policy-making experience of the past quarter century to 
see what lessons it may have for the future. The study does not deal with 
monetary theory or an evaluation of monetary policies. Emphasis is upon 
whether present organization and procedures have assisted in the formation of 
“good” policies. It is partly a product of research done by Bach for the Hoover 
Commission in 1948. 

Part I relates to Federal Reserve organization and responsibilities. For 
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those acquainted with the field of money and banking, this section covers 
material with which the reader will have had frequent previous contact in 
most texts and in Federal Reserve System publications: 

Part II deals with internal policy formation, giving attention to open 
market operations, reserve requirements, discount rates, selective controls, 
bank supervision, direct lending and a-discussion of those who make Federal 
‘Reserve policy. This section also has much in it which informed students of 
American banking already know. However, it is seasoned with significant ob- 
servations on the human aspect of Federal Reserve operations and the degree 
to which the personnel of the Board, Open Market Committee and of other 
groups play upon the policies 5 which are made. This aspect of the volume 
makes it somewhat unique among recent studies of the Federal Reserve. It 
could only be written by someone like Bach who has had personal contacts as 
a member of the Federal Reserve staff and other governmental agencies. 
Numerous critical observations are made, such as on page 59, where it is re- 
marked that a body of 25 to 30 people, as usually make up the Open Market 
Committee meetings “has not been found a highly effective deliberative body." 

Part III analyzes the external relations of the Board and their impact upon 
policy-making. These include the Treasury, Securities and Exchange Com- 
mission, the Executive Office of the President, and bank supervisory agencies 
such as Federal Deposit Insurance Corporation, the Comptroller of the 
Currency and the State bank examination departments. A discussion of 
Treasury leadership in monetary-fiscal matters and the independence of the 
Board (Ch. 11) is of great current interest in the light of the Douglas and 
the more recent Patman Subcommittee reports. Unfortunately this book was 
written before the áccord between the Federal Reserve and the Treasury. The 
current scene has somewhat changed and monetary policy has regained some 
lost ground since Bach wrote. After reading the volume, one should read the 
Hearings before the Patman SUNG: including Bach's panel dis- 
cussion (pp. 748-61). 

Part IV analyzes the meaning of much that was discussed in the earlier 
portion of the book, and for many will be the section which makes the greatest 
contribution. Whether one agrees with the author on all points is of less 
significance than that stimulation is provided to consider many phases of the 
organizational-policy-making procedures of our central banking system, an 
area so frequently neglected. From statements such as, “Control of the nation’s 
money supply is one of the most basic powers a government can and must 
have.(p. 234),” with which most everyone will agree to, “There is a serious 
question whether bank examination in this country during the past quarter 
century has done more good-than harm" (p. 245), with which many will 
disagree, there is plenty to stimulate thought. For example, it is suggested 
that the Federal Reserve either should have greater independence from the 
Treasury if a central bank is to be maintained, or the central bank should be 
brought closer to the Treasury. As now constituted, the advantages of neither 


1 Monetary Policy and: the Management of the Public Debt; Hearings Before the 
Subcommittee on General Credit Control and Debt Management; Eighty-Second Congress 
(Washington, 1952). 
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are secured (Ch. 13). The author leans toward a more independent Federal ' 
Reserve with a greater responsibility to participate in government policy 
formation. However, the drastic suggestion that the Treasury might borrow 
“only or largely from the Federal Reserve” and the Federal Reserve would 
have the power to issue and deal in its own securities (pp. 219-20), should 
at least lead to lively discussion among advanced students. i 

A reviewer should not quarrel with a writer who competently does what he 
set out to do. However, it is unfortunate that as much space was taken for 
the material which is generally known in the professional field when greater 
analysis of the part to be played by monetary and fiscal policy is needed. 
Perhaps Bach will provide us with this in a subsequent study. 

Federal Reserve Policy-Making is well written. It can be a vehicle for 
stimulating group discussion and is recommended for use in monetary courses 
beyond the elementary level. The emphasis on the impact of organizational 
and personnel factors upon policy is a useful and needed contribution. 

Frovp R. SIMPSON 

Los Angeles State College of Applied Arts and Sciences 


Geld und Kredit. By ALBRECHT FORSTMANN, 2 vols. (Gaetogent Vander- 
hoeck & Ruprecht. 1952. Pp. 821. DM 53.50) 


In his treatise on “Money and Credit” Albrecht Forstmann (according to 
the publisher, Germany's leading monetary theorist), has made an important 
contribution to economic literature. His two-volume work, which covers all 
the problems of monetary theory and monetary policy (excluding the róle of 
money in international relations), is an excellent introduction to this field 
~ of economics. The book contains an integrated reinterpretation of the views 
of most of the prominent German and non-German writers and some original 
ideas of the author himself. The book is well organized, the exposition is sys- 
tematic, and the information is, on the whole, up-to-date. 

Although the author expresses his own views forcefully, he does not de- 
velop a specific theoretical system for which he could claim original and in- 
dependent authorship. His comments and conclusions are interspersed in the 
text, and it is difficult to disentangle them from the opinions of those writers 
(or their critics) whose theories are discussed and analyzed by the author in 
detail. 

Forstmann's eclectic approach to monetary theory is reflected in his method 
of presentation. He proceeds step by step, quoting extensively from the 
writings of other economists on each subject, and indicating his approval or 
disapproval of their opinions. Points of disagreement between different 
theories and policy objectives are clarified wherever necessary. This method 
of presentation adds historical perspective to the book. The book will be par- 
ticularly helpful to students of economics who need both elementary and ad- 
vanced instruction; and it is well suited for “practical” people, engaged ín. 
central banking, commercial banking, or public financial administration, whose 
understanding of theoretical problems will be enhanced by the thorough 
coverage of the existing literature in this field. 
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Precise language in the text is supported by the use of relatively simple . - 
algebraic equations, and occasionally by the use of diagrams. Effort is made 
to clarify the terminology of the subject by accurate definitions, and -to 
facilitate the understanding of complex theoretical problems. by elaborate 
classifications and sub-classifications. These efforts are, on the whole, praise- 
worthy; but the author’s excessive preoccupation with detail and the de- 
liberate use of repetition as a didactic device make the book ponderous. 

In a short review the wide range of problems discussed by the author and 
the wealth of material presented in the text can hardly be-summarized. It is 
impossible to duplicate here the exposition of the ideas of many writers whose 
contributions to the text—both in volume and.in substance—far exceed 
the author's own contribution to monetary theory. The following remarks are, 
therefore, largely confined to a quick survey of the organization and con- 
tents of the book. 

The author may be described as an opponent of the “New Economics" in 
the strict sense of the term. However,?his sharp criticism of elements. 
of the Keynesian theory dces not prevent him from accepting, by and large, : 
the Keynesian approach and meny Keynesian conclusions. Keynes is more 
frequently and more extensively quoted in the text than any other writer 

-.(most quotations, however, are from Keynes’ Treatise on Money, not from 
the General Theory). Apart from Keynesian ideas, the influence of Wicksellian ` 
thought appears to be predominant: Wicksell’s theory of the cumulative 
process (with some modifications) occupies a central position in the book. Al- 
together, quotations from more than seven hundred writers are incorporated in 
the text; among them are Eucken, Haberler, Hahn, Hayek, Myrdal and - 
Schumpeter, who are more extensively quoted than others, This indicates 

' not only a preference for books written in, or translated into, the German 
language, but also a preference for certain theories. 

The book is divided into two volumes, roughly corresponding to the division 

. of the subject into “pure” and “applied” theory. The: first chapter of Volume 
I contains an outline of the scope of the analysis. Forstmann’s aim is the 
integration of monetary theory with general economic theory. He sets himself 
the task of exploring all the facters which determine the influence of monetary 
phenomena on real economic processes. 

' Chapters 2 and 3 contain a comprehensive discussion of the baile elements 
and principles of the theory of money, credit, and capital. In this section (pp. 
28-124) the author describes the various kinds of money, and the functions 
of money, in great detail, before he turns to the analysis of the various theories 

of value of money (pp. 125-208). The form of presentation of these theories is 

characteristically didactic procedure. They are divided into three groups: (1) 
value theories (subdivided into sudjective and objective theories); (2) price 
theories (production cost and quantity theories); and (3) income theories 
(static and dynamic). The quantity theory (in any form) is rejected on 
various grounds (because it deals with symptoms rather than determinant fac- 
tors, because it ignores changes in relative prices, etc.). None of the argu- 
ments used are particularly original, but they have been given a "new look." 
The :author then criticizes Keynes’ "static? income theory (from the 
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“Treatise”), and finally proceeds with the discussion of the dynamic income 
theory to which he subscribes (pp. 193-208). The author does not attempt 
to demonstrate here or in any other part of the book that the theories pre- 
sented are capable of statistical application. f 
In the chapter on the theory of credit (pp. 209-98) the author discusses 
the interrelationship between money, credit, and capital, including the func- 
tions of the interest rate. The dichotomy between the theory of money and 
the theory of credit is for the author more than a matter of terminology. He 
. emphasizes the point that real economic processes are affected primarily by 
changes in the “circulation of credit" (Geschaeftskreislauf). Changes in the 
credit volume are only later reflected in the “circulation of money” 
(Einkommenskreislauf) . The problems of credit creation (by the banks) are 
discussed in great detail, especially those related to the~extension of credit 
in excess of the supply of savings ("susaetzlicher! Kredit). Such “additional” 
. credit expansion (which is in most cases used for the acquisition of real 
capital) is, according to the author, one of the most important disequilibrating 
factors, because it tends to increase the money supply without a corresponding 
increase in the supply of consumers! goods; thus a new equilibrium can be 
reached only at a higher price lezgl (unless this. tendency i is compensated by 
other equilibrating factors). 

The second volume of the book deals with the application of monetary 
theory to a great variety of economic problems. In the fourth chapter (pp. 307- 
522), which is based mainly on Wicksellian and Keynesian ideas, the 
central thesis of the book is developed. The factors determining the ‘“neu- 
trality" or “non-neutrality” of money are analyzed in detail, largely in terms 
of the Wicksellian divergence between the market rate and the "natural" 
rate of interest. The greater part of the discussion, however, is devoted to 
a critical restatement of the modern theories of saving and investment, income 
and employment. Emphasis is placed (in contrast to Keynes) on the problems 
of hoarding and dishoarding,'and changes in inventories. The problems of 
"forced" saving afid' misdirection of investment are fully analyzed; the 
theories of the multiplier and the acceleration principle are discussed (with 
approval), and the liquidity preference theory of.interest is criticized and 
rejected. This chapter also includes a general discussion of business cycle 
theories which involves much repetition of earlier arguments. 

In the short fifth chapter (pp. 523-91) the author is concerned with ptirely 

institutional problems. He discusses in theoretical terms the limitations of 
the functions of money and credit in different types of economic systems, viz., 
a free market economy, a “regulated” economy, and a totally planned and 
centrally administered economy. 
. In the sixth chapter (pp. 592-745) the instruments and principles of 
monetary and credit policy are described and analyzed. In the discussion of 
policy objectives the author favors an active monetary policy directed toward 
the full utilization of resources. He expresses his. preference for a managed 
monetary standard aimimg at the stabilization of the wage level (index of 
average nominal wages) or the stabilizátion of a DOR price average in 
which wages are included. 
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An excellent bibliography and index complete the text. 

It is surprising to find in a recent book by a German monetary expert 
practically no reference to postwar monetary developments in Germany. The 
currency reform of 1948 is nct even mentioned. 

The fact that the author regards the rôle of money in international rela- 
tions as a matter which lies oitside the scope of his investigation is re- 
grettable. It is one of the shortccmings of an otherwise comprehensive survey 
of the problems of monetary theory and monetary policy. 

1 Emi G, SprrzEr* 

Washington, D.C. 


Business Finance; Investments and Security Markets; Insurance 


Corporate Income Retention, 1615-43. By SERGEI P. Dosaovorskv. (New 
York: National Bureau cf Economic Research. 1951. Pp. xviii, 122. 
$2.50.) 

This book is the most recent of the studies in Business Finance under 
the Financial Research Program of the National Bureau. The object of the 
study (p. 1) is “to ascertain whether corporate income retention has followed 
stable patterns during the years analyzed.” More specifically, the author ana- 
lyzes the extent to which variations in income retention have been associated 
with changes in corporate profitebility and how closely these variations are 
related to changes in corporate investment. 

After defining his terminology, Dr. Dobrovolsky begins his study by 
presenting charts and data on the net income, dividends, and retained income 
of all manufacturing corporatiors (based on U. S. Treasury Department, 
Statistics of Income, 1922-43), znd similar information on a sample of 45 
large companies, and 73 small aad medium-sized manufacturing companies 
for slightly longer periods. In analyzing these time series, attention is directed 
to the proportion retained at various levels of corporate net income, how 
changes in net income from one year to the next were reflected in retentions 
and dividends, the trends in corporate retentions, and the extent to which 
income retentions were affected by factors other than profitability. The author 
finds that net income retention usually began when corporations were earning 
in excess of 5 per cent of net worzh. Below that level dividends were paid in 
excess of current income. In examining annual changes in net income and re- 
tained income a fairly stable relationship appeared. On an average, corpora- 
tions tended to disburse or contract dividends to the extent of about 20 to 30 
cents for each increase or decrease of $1 of net income (per $100 of net 
worth). In other words, while the corporate propensity to save varied with the 
level of income, the marginal propensity to save remained fairly stable above 
a certain level of net income. 


e 
* The views expressed are those of the reviewer and do not necessarily represent those of 
the organization with which he is connected, 
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After this analysis of aggregates of companies, the patterns of relationship 
between income, savings, external financing, and physical asset investment 
of individual companies in single years and in longer periods are examined. 
Differences between companies also are considered. In this phase of the study 
Treasury data on all mining and manufacturing companies are used, as well 
as the samples of large, and of small and medium-sized companies. In periods 
of heavy investment, both internal and external financing tend to be absorbed. 
In periods of cyclical contraction there tends to be a disinvestment in physical 
assets, dissaving, and a release of external financing on balance. However, the 
pattern is less distinct for the samples of large and of small and medium-sized 
companies. In the concluding chapter, the relations between the rates of physi- 
cal asset expansion and retained income are examined. It is interesting that 
even when the rate of expansion was highest during the period studied, the 
absolute amount of retained income exceeded the net amount of external finan- 
cing absorbed. The findings of the study are summarized in the first chapter. 

This carefully prepared and well-documented study provides more complete 
factual information on an important controversial area than has previously 
been available. The findings will be of greater interest to general economists 
than to students of corporation finance. The reader found that the study in 
large part confirmed assumptions that he had made rather than being a 
source of new ideas, but a statistical study of this type is valuable in providing 
concrete information where such has been lacking. It should be borne in mind 
that the data pertain largely to the manufacturing sector of the corporate 
economy, and that such important dreas as the railroads and the utilities are 
not covered. 
Hanorp W. ToRGERSON 
Northwestern University 


s Public Finance 


Effects of Taxation: Corporate Financial Policy. By DAN THROOP SMITH. 
(Boston: Grad. School of Bus. Admin., Harvard University. 1952. Pp. xii, 
301. $3.75.) 

Effects of Taxation: Depreciation Adjustments for Price Changes. By E. CARY 
Brown. (Boston: Grad. School of Bus. Admin., Harvard University. 
1952. Pp. xiii, 161. $3.25.) 

'These two books constitute the fifth and sixth volumes in the study of the 
effects of taxation upon business sponsored by the Harvard Graduate School 
of Business Administration. As is typical of the series, the studies are not 
expected to advance positive conclusions based upon substantial empirical 
work of actual effects of taxation upon business, but to explore the problems 
by careful analysis developed in light of a background of empirical informa- 
tion. . : 

The Smith study considers the effects of federal income taxes ‘upon the 
choice of methods of corporate financing. Smith emphasizes the need for 


1 
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considering the effects.of taxation in their proper perspective, and devotes 
much space to the entire complex of forces conditioning the effects of taxes on 
financial policy in order to obtain this result. Primarily the study is analytical: 
the author attempts to explain what businessmen-can be expected to do in 
response to the effects of taxes vpon their cost-profit situations. But substan- 
tial empirical work was done as well; 175 men active in the büsiness and 
financial community were interviewed to determine their actual reactions in 
respect to the tax. The results are not formally tabulated and presented 
separately, but.are used as a basis for appraising the conclusions reached 
by the analytical approach, and particularly in determining the significance 
. of tax factors in business decisions. The acthor does not seek to give a 
quantitative appraisal of the eifects of the taxes, and offers few categorical 
conclusions; one important implication of the entire analysis is the realization 
that so many complicating infiuences affect corporate financial policy: that 
simplified conclusions about tax effects cannot be made. 

Separate treatment is provided for widely held and closely controlled 
corporations, with emphasis on tae difference in behavior in the two cases. 
With the former, analysis is mace of the effects of corporate income: taxes 
upon the relative merits of debt, pzeferred stock, and common stock financing. 
Smith emphasizes the fact that the tax is neutral so far as debt financing 
is concerned; it does not actually reduce the cost of borrowing unless the 
money is used in such a manner that no increase in gross earnings is expected. 
The tax makes necessary a higher rate of return to cover preferred stock 
dividends and thus discourages this method of financing. So far as common 
stock is concerned, the problem is more complicated, and the author devotes 
substantial attention to the question of the nature of the cost which results 
from the sale of additional commor. stock. He reaches the conclusion that the 
dilution of prospective earnings per share is the most significant measure of 
cost. If stock sells below its asset value, dilution is almost inevitable .if 
additional stock is sold. The corporate income tax, by reducing the price of 
the stock, will increase the cost of new stock issues and thus discourage them. 

On the other hand, the corporate tax, while lessening funds available for 
expansion, does not make expansior from retained earnings more costly. The 
entire income tax structure encourzges retention if stockholders as a group 
wish to save their earnings. 

With closely held corporations the issues are somewhat different. The 
over-all income tax structure, with favorable treatment of capital gains, 
encourages wealthy persons to take over existing closely held corporations, 
and overcomes in part the factors discouraging investments in smaller con- 
cerns, The tax structure also encourages creation of complex capital struc- 
tures, particularly to allow retiremert of senior securities. from earnings. The 
strong incentive given by the tax siructure for the retention of earnings is 

. noted, as well as the efforts made bz law to check excessive retention. In a 
final chapter the tax obstacles in the way of withdrawal of part interest from 
a small corporation are noted. . 

The author avoids policy recommendations, except in respect to the treat- 
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ment of partial withdrawal of interest, and the suggestion for more liberal 
treatment of capital losses as a means of encouraging the preservation of small 
businesses. 

On. the whole, the volume represents a useful addition to the literature. The 
reader may be disappointed at the somewhat meager results of the empirical 
work and the lack of quantitative appraisals of the effects of the tax structure 
on such questions as debt financing. But the complicated nature of the problem 
has limited contributions along these lines. Perhaps the chief deficiency in the 
whole analysis, and one recognized by Smith, is the lack of knowledge of the 
extent to which the.corporate income tax is shifted. The analysis is based 
upon the assumption—explicitly stated—that shifting does not occur; to the 
extent that it does, many of the conclusions are not applicable. Much more 
study of the incidence of the corporation income tax is urgently needed. The 
author also does not attempt to develop the related question of the significance 
of the, tax structure and government expenditures for the general interest rate 
level; ‘modifications i in the latter would alter some of the conclusions reached. 

The Brown volume deals with the tax aspects of a problem which has been 
brought into prominence in recent years by inflationary trends—that of the ' 
significance for measurement of depreciation and business profits of the gap’ 
which has arisen between original cost and replacement cost of capital assets. 
In inflationary periods ‘depreciation charges based upon original cost do not 
supply sufficient funds to maintain intact the real capital assets of the firm; 
thus in a sense current profits are overstated. Essentially the present tax 
treatment includes in current income the increased value of existing capital 
assets produced by price increases. The question is closely related to that of 
inventory accounting, which has received much more attention in the litera- 

‘ture, and was analysed i in detail from a tax standpoint in an earlier volume in 

the Harvard series. Brown's study, facilitated by his extensive background 
in both accounting and economics, is the first thorough analysis of the de- 
preciation question from a tax ‘standpoint. 

The early chapters are devoted to a discussion of the significance of price 
changes for business firms, a survey of business practice in experimenting with 
replacement cost depreciation for nontax purposes, and an estimate of the 
annual magnitude of the gap between original and replacement cost deprecia- 
tion. The author's estimate is a figure of from $2 billion to $2-1/2 billion in 
the postwar years. Only limited empirical study of actual use of. replacement 
cost accounting was possible, since experiments were discouraged by account- 
ants and government agencies. - 

Chapter 4 contains an evaluation in terms of equity and economic effects 
of a shift to replacement cost for tax purposes. Brown regards a complete 
change in the concept of taxable income from monetary income to real income, 
if administratively feasible, as one which would increase the theoretical equity 
of the.tax structure. But he regards the allowance of replacement cost de- 
preciation, in the absence of such a general change, as undesirable from an 


1J. K. Butters, Effects of Taxation on Inventory Accounting and Policies (Boston, 1949). 
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equity standpoint, since it would discriminate against the holders of financial 
assets compared to the holders cf depreciable assets. 

So far as economic effects are concerned, it is concluded that the use of 
replacement cost depreciation for tax purposes would be a destabilizing 
influence, whereas its use for corporate reports and policy purposes would 
be a stabilizing influence. Brown regards the former. influence as the more 
significant one. From the standpoint of long-run effects in an inflationary 
period, the replacement cost basis would increase the level of capital forma- 
tion, but this result is not necessarily advantageous. 

'The latter portion of the book is devoted to a survey of the various 
alternative methods of adjusting depreciation accounts for capital-asset price 
changes, and of the question of the appropriate index for making the changes. 
A basic conflict is encountered, in respect to both these questions, between 
procedures which are theoretically logical and those which are administratively 
feasible. At best the result can be only an uneasy compromise. In regard to 
methods the problem of variations in the extent of regularity of replacement 
is a serious complicating factor. In the selection of an index, the diversity in 
variation of prices of various types of capital assets and the fact that quality 
of capital goods increases over the years pose almost insuperable problems, if 
any high degree of accuracy is considered essential. 

In conclusion, Brown íavors the continuation of the original cost basis, 
primarily because it results in less inequity for the holders of financial assets 
as compared to the holders of capital assets, and partly because of the prob- 
lems in the establishment of a suitable method of adjustment and a usable 
index. While some persons will question these conclusions through a different 
weighting of conflicting considerations, Brown's study demonstrates clearly 
that there is no simple solution to the problem, and that the obstacles to a 
more satisfactory treatment are very substantial. The book is a very worth- ` 
while addition to tax literature. 


Joun F. Dur 


University of Ilinois 


Effects of Taxation on Industrial Location. By Joe Summers Frovp, JR. 
(Chapel Hill: University of North Carolina Press. 1952. Pp. ix, 155. 
$3.00.) 

The basic purpose of this bref voláme seems to be to ascertain tax 
differentials among specified cities in nineteen states and specified rural sites 
in thirteen states. The method assumes that identical, particularly described 

‘textile, furniture, and tobacco manufacturing plants are alternatively lo- 

cated at each of several sites (there is an assumption of city-rural sites in 

the instance of the tobacco plant). Then the author computes the general tax 
liabilities: under local legal and administrative conditions for purposes of 
comparison. In general the taxes examined appear to include the state income, 
franchise, and state and local property taxes. The author seems to exclude such 
taxes as gross receipts licenses of Virginia cities, flat-rate licenses of Alabama 
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cities, and income taxes of Ohio cities. He appears also to omit all state 
excises imposed under general sales tax laws on lubricants and in the form of 
gasoline taxes on liquid fuel used incident to manufacturing, public utility 
taxes collected from producers_and remitted to the state, and other miscel- 
laneous revenue measures. . 

The data presented enable the author to estimate the general tax bill for 
a selected year and the differentials among the obligations which the manu- 
facturing corporations described would have to meet at the several sites. 
The evidence indicates that the amounts due would vary widely from state 
to state and even from site to site within individual states. The difference - 
between the lowest and the highest tax bill would amount to 2 per cent of 
‘the hosiery manufacturing corporation sales and 3.4 per cent of the furniture 
corporation sales. The differential among the computed tax bills in the case 
of the tobacco manufacturing corporation would be less than 1 per cent of 
sales. The intrastate differentials of the hosiery corporation range from 0.02 | 
per cent of sales in the Kentucky rural sites examined to 1.26 per cent in 
New Jersey urban sites. The study discloses some significant results with 
respect to the size of the tax bill in particular states. For example, it is 
apparent that the hosiery manufacturing tax loads as analyzed are sub- 
stantially lower in Connecticut and Massachusetts than in Arkansas, Georgia, 
Mississippi, North Carolina, South Carolina, and Virginia, notwithstanding 
the widespread impression that textile manufacturers have moved from New 
England to these states to avoid high taxes. In viewing the relationships 
between taxes and industrial development, the author, like other students of 
kindred subject-matter, finds little evidence of correlation. Notwithstanding 
the lack of a definable relationship, the author expresses concern over the 
lack of uniform state and local revenue practices and develops suggestions 
for correction. . 

The study deals with tax differentials, but it does not show that they affect 
industrial location. Also, there are some unfortunate errors of detail as, for 
example, the misunderstanding (pp. 92 and 93) of the Kentucky property 
classification statutes. Although the incomplete coverage of manufacturers’ 
taxes might seem unfortunate, the failure clearly to set out what is and what 
is not included is more objectionable. 

Viewed as a whole, the book seems clearly to make a net contribution to 
the analysis of manufacturing taxation. The text is presented in an attractive; 
clear, and vigorous style. The suggestion that the study can be helpful to 
both public officials in policy determination and to industrialists in the 
selection of manufacturing sites certainly represents a modest viewpoint. 

; James W. Martin 

Bureau of Business Research 

University of Kentucky 
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International Economics 


Trade and Payments in Western Europe. By WILLIAM Dirsorp, Jr. (New 
York: Harper-and Brothers, for the Council on Foreign Relations. 1952. 
Pp. xvx, 488. $5.00.) : 

This book is a well-documented analysis of the efforts toward economic - 
cooperation among western European nations since the war. In three main 
parts, each roughly a third of the text, the author analyses (a) the development 
and operation of the European Payments Unior. and its antecedents; (b) the 
efforts to remove import quotas, reduce tarifís, and curb discriminatory prac- 
tices of cartels and governments; and. (c) the experience of Benelux and the 
proposals for other customs unions. This is the second i in a three-volume series, 
` sponsored by the Council on Foreign Relations, on economic problems of west- 
ern Europe. The first was a study of the European Recovery Program, The 
Economics of. Freedom, 1950, by Howard Ellis and the Council staff. The 
third volume, now in preparation by Diebold, will deal with attempts to unify 
certain industries, like the Schuman plan for steel and coal, and steps toward 
economic integration other than customs unions. 

So far as I know, the present volume is the most comprehensive study 
available in English of European economic cooperation. It is a timely book on 
one of the big problems of our day. The approach is aptly put by the author; 
“This book is neither an exhortation to the Europeans to cooperate nor an 
' apologia to the Americans on behalf of the Europeans, showing how hard it is 
to cooperate. It is simply an attempt to help understand the events of these 
four years." In his conclusions, the author is equally modest. After presenting 
fairly the pros and cons of each issue, he cautions repeatedly against sweeping 
generalizations. Concerning. customs unions, he emphasizes both the trade- 
diverting and the trade-creating effects. In evaluating EPU, after detailed: 
analysis of its operations, he finds the material results relatively small and 
raises serious doubts whether EPU alone means z measurable advance toward 
‘general convertibility of currencies. l 

The specialist in international trade, as well as- the more general reader, 
will find this a rewarding book. For the former, in particular, there is an ex- 
cellent critical bibliography of some thirty pages. The author is unusually 
generous in giving credit to others for even the smallest ideas. 

J. RicHARD HUBER | 
University of Washington 


International Cartels: Economic and Political Aspects. By KENNETH L. 
MAYALL. (Rutland, Vermont: Charles E. Tuttle Co. 1952. Pp. x, 173. 
| $2.75.) ; ME 

This report of research in the literature of cartels is notable chiefly for the 
positiveness of its conclusions. The author sets “‘objectiveness” as his goal, 
and undertakes to subordinate wishful thinking on, the cartel question to “the 
plane of reality." The reality that emerges is familiar: international cartels 
are so ingrained in thinking and practice throughout the world that they 
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must be accepted as here to stay. A unilateral American policy of inter- 
national trust-busting woüld be futile, and the substitution of governments for 
private participants would result in added dangers and no probable improve- 
ment in conduct. This position is quite defensible even though it is not the 
only position which the evidence can be made to support. 

The author is unwilling, however, to permit this inevitable movement to 
run rampant without controls, and at this point his realism becomes some- 
what diluted. He proposes: (1) registration of international private agree- 
ments, and the establishment under the United Nations of a technically com- 
petent legal tribunal to pass judgment on violations of international antitrust 
regulations; (2) guarantee of adequate consumer representation in all inter- 
governmental commodity control agreements; and (3) fair and impartial 
distribution of raw materials under control of a nonpolitical international 
economic council. These recommendations are likely to appear as decidedly 
less than “realistic” to anyone familiar with the difficulties actually encoun- 
tered in the far simpler task of regulating private domestic industries in single . 
countries, or to anyone who has won battle-scars as an active participant in 
any recent American attempts to-set up effective consumer representation as 
a formal adjunct of regulatory agencies. 

Among the more interesting portions of the book are the sections devoted 
to cartel policy conflicts between the Departments of Justice, Agriculture and 
State, and to the probable resurgence of industrial and financial concentration 
in Japan. The author's involved style makes it difficult at times to follow 
his argument. 

: Ben W. Lewis 
Oberlin College 


Der Aussenhandel zwischen marktwirtschaftlick organisierten und zentral- 
geleiteten Volkswirtschaften. By Wirri Gmar. (Zuerich and St. Gallen: 
Polygraphischer Verlag A.-G. 1951. Pp. 190.) 

This book deals with the foreign trade between national economies 
organized on the basis of the market system of economy and those organized 
on the basis of direction by central authorities. The first section of the book 
gives a brief textbook-like description of the functioning of the private enter- 
prise system and of foreign trade between market economies. The second 
section gives a description, in similar terms, of the functioning of a state- 
planned economy and of foreign trade between planned economies. In the. 
third section which deals with the trade relations between capitalist and 
socialist economies, the author gives an able and well-informed analysis of 
the theoretical problems involved. However, a more’ concrete discussion of 
_ some of the actual trade agreements—in particular, the history of the post- 
war trade relations between Sweden and the Soviet Union, which well illu- 
strates the practical problems arising in this connection—would have added 
to the value of the book.. 

When the book went to press (July 1950), the fate of the International 
Trade Organization was not yet decided. Since then, opposition from American 
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economic groups—both thcse favoring more liberal trade agreements and those 
javoring more protection—induced the Truman administration to refrain 
from submitting the Havara Charter for an I.T.O. to Congress for ratification. 
The Havana Charter constituted a compromise between the different groups 
of countries in the private enterprise camp. While provisions were made for 
state trading by socialist countries, these provisions were not a major point 
of controversy, quite aside from the fact that Russia was not represented in 
Havana, and that she would not have permitted her satellites, two of which 
had attended the Havana Conference, to join the I.T.O. in any case. 

The inability of the free enterprise countries to accept common rules of de- 
sirable conduct in their trace relations shows that the antagonism between capi- 
talist and socialist countries is only one of the basic problems in the field of in- 
ternational economic affairs. Within the private enterprise.camp, the economi- 
cally underdeveloped countries find themselves aligned against the countries 
with advanced industrial economies; and countries whose inability to deal 
effectively with the problems of inflation and overpopulation has put them 
in balance-of-payments difficulties find themselves aligned against the - 
countries with “hard” currencies. 

Dr. Graf makes it quite clear that the main difficulty in dealings with the 
Soviet Union and her satelites is not, as in the case of trading among private 
enterprise countries, the effect of trade on balances of payment. The planned 
economies of the Soviet sphere are import-oriented rather than export- 
oriented. They export only because they need funds with which to pay for 
needed imports, and they have no incentive'to create an export surplus. At 
present, this is due to the Ligh rate at which industrialization is being pushed, 
with the resulting emphasis on the use of resources for domestic investment. 
Moreover, the chances are that under a system of the Soviet type, the ruling 
group could always think up projects to which resources have to be diverted, 
even if the Soviet sphere were to attain so high a level of income that the 
proportion of income saved might reduce consumer demand below the level : 
-required to keep resources Zully employed. 

In this connection, Grai points out that it is doubtful whether Russia's : 
distress export sales of raw materials and foodstuffs during the period of her 
first five-year plan, which coincided with the Great Depression, can be classi- 
fied as dumping. The Soviet currency is entirely a domestic currency and any 
foreign exchange rates relating to it are arbitrary and fictitious. Thus, it is 
almost impossible to maka cost comparisons between Russian-made goods 
and competing goods sold 5y private enterprise economies which would indi- 
cate whether a Russian export ccnforms to the definition of dumping. 

The granting of most-fevorec-nations treatment and of tariff concessions 
is meaningless in the case of a government that can decide about the quantity, 
composition, and origin of its imports by actual purchasing policies rather 
than only by affecting import prices through the medium of tariff duties. Thus, 
the United States, in its <rade agreements with the Soviet Union, insisted 
that Russia obligate herself to purchase a minimum amount of goods, stated 
in value terms (millions of dollars), from the United States. _ 

The principal obstacle to trade between capitalist and: socialist countries 
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appears to be the difficulty which private importers and exporters encounter 
in dealing with the foreign trading agencies-of socialist governments which can 
act as monopolists and monopsonists. These difficulties are especially pro- 
nounced in the case of those desiring to export to the Soviet sphere. Like the 
giant corporation buying from small business enterprises, the foreign trading 
agency of the Soviet type is able to insist on relatively low prices in buying - 
from enterprises in the capitalist countries. Moreover, the private firm which 
produces for Russian consumption, and expands its productive capacity in 
that connection, runs greater risks of potential excess capacity than if it 
produced for a diyersified group of competing customers, withdrawal by none 
of whom would greatly damage its business outlook. The Russians are quite 
cognizant of the favorable position in which their monopsonistic power puts 
them. Graf quotes utterances by Mikoyan, the boss of the Soviet trading organi- 
zations, which show that the Communist regime greatly resents any attempts 
by private enterprisers to protect themselves by combining in cartel-like 
agreements for purposes of exporting to Russia. Mikoyan threatens such 
insubordinate capitalists with the withholding of purchasing orders from them. 
- Of course, even if government arrangements or private cartels could be 
effective in equalizing the market power of private exporters with the market 
power of Soviet trading agencies, such arrangements would not be desirable 
because they mean a gradual expansion of the government-directed or 
cartel-directed segments in the free enterprise economies. Business circles in 
Germany and Japan which are hopeful of expanding their trade with Russia, 
Eastern Europe, and Red China may well pay heed to Graf's intelligent 
.analysis. 
WERNER BAER 
Hunter College 
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Methods of Wage Payment in British Industry. By Norman C. Hunt. 
(London: Sir Isaac Pitman & Sons, Ltd. New York: British Book Centre. 
1951, Pp. xiv, 160. $4.00.) 

Methods of Wage Payment in British Industry is written primarily as a 
textbook for students of management. It is essentially a descriptive and non- 
theoretical treatment of the methods of paying rank-and-file workers. 

Hunt starts ais discussion of wage payment systems by casually comment- 
ing on the use of nonfinancial incentives and on the limitations of financial 
incentives. As examples of the former he cites the Hawthorne Experiments 
and the work of R. B. Wolf in an American paper and pulp mill. He considers 
the weaknesses of financial incentives to be: (a) social security from the 
cradle to the grave: (b) high taxation; (c) diminishing returns, and (d) 
the “frestrictionism” of organized labor and organized capital. 

The remainder of the book consists of a ten-page chapter on the time rate 
system, a four-page chapter on conditions of production most suited to a 
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system of payment results, anc equally brief chapters on (a) the extent of 
payment by results, in British industries; (b) trade union attitude to payment 
by results; (c) the individual piece-work system; (d) problems of rate- 
fixing; (e) premium bonus systems; (f) group incentives; (g) merit rating, 
and (h) profit-sharing and co-partnership. 

The main contribution of this book is found in the chapter on the extent 
of payment by results in British industries. Hunt quotes a 1949 survey by the- 
Ministry of Labor which shows that 29 per cent of the manual workers in 
the industries covered by the study were paid by results. (The study. did 
not include: office workers, shop assistants, travellers, clerks, most salaried 
workers, or those engaged in agriculture, coal mining, railway and shipping 
services, longshoring, the distributive and catering trades, the entertainment 
industries, commerce and banking, and domestic service.) After citing these 
statistics, Hunt succinctly describes the prevailing wage practices in some of 
the more important British industries, e.g., iron and steel, shipbuilding, wood 
working, building, printing, textiles, etc. Unfortunately, Hunt sticks to a 
narration of details rather than making a critical analysis. 

In the final chapter the author attempts to establish the criteria of a good 
incentive plan (.e., systems of payment by results). He lists the following: 
(1) Fairness: "The system must be fair to all concerned and contribute to 
the benefit of both employer and employee," (2) No rate-cutting. Mr. Hunt 
advises that . . . “in order to achieve accuracy in rate fixing, it will be de- 
sirable in many cases to employ time-study." (3) Simple: “It is essential that the 
wage incentive system be reasonably simple, so that the ordinary worker can 
understand it and estimate the amount.of bonus he is earning. . . ." (4) 
Balanced. “It is important, too, that the wage incentive system shoüld not 
upset the natural balance of wage rates within the plant. . . .” (5) Complaints. 
“Finally, there should be channels through which the workers can make 
enquiries regarding their wages, and, if necessary, lodge complaints or ap- 
peals.” 

The critical reader will wonder as to the meaningfulness of some of. 
Hunt’s criteria. Anyone who has attempted to administer wage incentive in- 
stallations will realize that “fairness” is a fuzzy concept. The criteria used 
for judging fairness are numerous and are often contradictory. Case studies 
of wage incentive installations indicate that frequently management’s value . 
judgments as to what is fzir or unfair are antithetical to the views of the 
workers. 

The difference in point oi view between Wolke and management is high- 
lighted when one analyzes rate-cutting. Hunt’s criterion of “No rate-cutting” 
becomes meaningless wher. one recognizes the existence of fundamental 
differences in definition. To Hunt, a rate cut occurs only where a standard of 
production is changed without a corresponding change in the method of 
production. From the point of view of the worker a rate cut may be defined 
as any decrease in rate of pay per unit of output. Hence, if, due to a 
mechanical improvement, a worker's output is doübled, and his pay is not 
increased in direct proportion to the increase in his output, he may argue that 
his rate has been cut. In actual practice one finds that workers frequently 
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compromise on what they are willing to accept as their “fair share" of 
increased productivity; however, very seldom do they accept Hunt’s defini- 
tion. 

Hunt's book adds little to our understanding of the use of various wage 
payment plans. Part of this is due to his tendency to oversimplify, part is due 
to his failure to consider recent research on the efficiency of both financial: 
and nonfinancial incentives (e.g., he limits his discussion of nonfiancial 
incentives to a terse report of the study of behavior at the Hawthorne Works 
of the Western Electric Company conducted twenty odd years ago, and to 
R. B. Wolfs work done at the turn of the century). Part is due to Hunt's 
failure to analyze critically problems encountered in administering systems 
of payment by results. If he had made a rigorous study of the use of wage 
payment plans he should have seen that there are inherent in most systems 
of payment by results certain weaknesses which tend to limit their efficacy in 
paying rank-and-file factory workers. These limitations may be summarized 
as follows: 

1. Precise standards of performance cannot be established. Machines, men 
and raw materials may vary from day to day and from hour to hour. It is 
practically impossible to completely standardize job conditions. Even if 
. jobs could be standardized, there would be room for considerable debate as 
to “correct” standards. Weaknesses in the technique of time study (i.e. 
human errors in reading the stopwatch, in leveling, and in determining fatigue . 
and delay allowances), prevent the determination of exact’ and correct 
standards of performance. 

2. The use of a system of payment by results sharpens and accentuates 
differences between the goals of management and those of workers. The theory 
underlying the use of wage incentives holds that a system of payment by 
results puts men into business for themselves, and in pursuing their own 
self-interest workers will increase their rate of output; hence, it is reasoned, 
wage incentives provide a technique for stimulating increased production by - 
enabling workers to increase their ‘earnings. The weakness of this logic 
arises from the fact that the worker’s self interest not only prompts him 
to increase output, but also encourages him to fight for lenient standards of 
output. Wage incentives directly translate into money income differences of 

opinion as to appropriate standards of output and proper allowances for 
‘variations in job conditions. 

3. Wage incentives tend to distort traditional wage structures. The use of 
a system of payment by results injects a dynamic element into the wage 
structure. Traditional wage differentials are often upset. From the workers’ 
point of view such changes frequently appear illogical and unreasonable. 
This distortion of the wage structure seems to be inherent in the use of systems 
of payment by result in remunerating rank-and-file factory workers. It 
arises out of (a) differences in potential earnings on different jobs; (b) 
difference in the ability of workers on the same job, and of the individual 
worker on differents jobs} (c) differences in the pressures that groups of 
workers may apply in loosening up standards of output.. 

These debilities do not necessarily nullify the value of systems of payment 
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by results; but, they do indicate areas of study that should be covered in a 
book directed toward preparing students for management. Unfortunately, 
Methods of Wage: Payment in British Industry describes only the more 
common systems of remuneration and the more frequently discussed weak- ` 
nesses of each. It fails to probe deeply enough to come to grips with the’ 
fundamental problems of wage and salary administration. 
WILLIAM B. Won. : 
University of Chicago 


Marketing Research. By Davw J. Luck and Hvcn G. Wares: (New York: 
Prentice-Hall. 1952, Pp. viii, 532. $5.75.) 

Reflecting the increasing interest in marketing research both among business 
men and our academic institutions, this introductory text in the field is 
designed to provide an “adequate and up-to-date treatment" of the subject 
that will serve the needs of practitioners and college students alike. Like most 
of its predecessors and contemporaries, Marketing Research is concerned 
primarily with techniques and applications, It contains little that is new in 
either of these areas. 

The volume is organized into four parts as follows: (1) getting acquainted 
with marketing research; (2) sources of marketing data; (3) techniques of 
marketing research; and (4) the application of marketing research. Each . 
part is preceded by a brief introductory statement outlining the nature arid 
significance of the material covered in the chapters which iollow. The reviewer 
has little fault to find with the organization of the material. He believes, 
however, that Part IV could weli have been enlarged without unduly lengthen- 
ing the book. Too much emphasis on techniques and too little stress upon 
applications have characterized most textbooks in this field. Moreover, for 
convenience in use, he wonders why the "Suggested Readings by Chapters" 
are not listed at the close of each chapter rather than following the appendix. 
Furthermore, “Marketing Research as a Career" seems out of place immedi- 
ately following “Organization of Marketing Research” and preceding “Second- 
ary Data.” A more logical place for discussion of the subject would seem 
to be at the beginning or the end of the book. 

So far as the text matter itself is concerned, the reviewer was pleased with 
the recognition accorded the scientific method —“The one great criterion that 
distinguishes research from .[non-research] procedure is scientific method” 
(p. 5); with the helpful figures and illustrations, particularly those in chapter 
15; with the careful presentation of the various research techniques involved 
in the solution of economic problems—chapters 6-16; and with the wide 
range of reference material presented. 

On the other hand, he was disappointed with the treatment of sampling, 
despite the additional material presented in Appendix A; with the lack of ~ 


7For example, American Marketing Society, The Technique of Marketing Research 
(McGraw-Hill, 1937); L. O. Brown, Marketing and Distribution Research (Ronald 
Press, 1949); R. Ferber, Statistical Techniques in Market Research (McGraw-Hill, 1949); 
M. S. Heidingsfield and A. B. Blankenship, Market and Marketing Analysis (Henry Holt, 
1947); and J. H. Lorie and H. V. Roberts, Basic Methods of Marketing Research (McGraw- 
Hill, 1950). 
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greater explicitness in certain statements such as ". . . there remain ahead 
three steps without which the research will not bear fruit. One of these [is 
interpretation] . . ." (p. 323) (but the other two are not mentioned speciü- 
cally); and with. «the lack of uniformity and completeness in footnote refer- ` 
ences: In many instances, neither names of articles from which quotations are 
taken nor page numbers in the periodical noted are shown. 

The reviewer was disappointed that neither review and discussion questions 
nor short cases and problems related to the subject matter were included. 
Since he is convinced that effective instruction in marketing research neces- 
sitates active student participation in various projects involving the assembly 
of pertinent information upon. which sound business decisions may be based, 
he hopes the authors will give proper consideration to including sample 
projects when Marketing Research is revised. It is possible, of course, that 
such projects are-to:be included in an accompanying Teachers Manual. 

It is all too easy to criticize, even on a constructive basis, and fail to 
recognize the contributions of writers in economic: literature. Certainly ` 
M arketing Research reflects careful planning, conscientious if not complete 
documentätion, and broad familiarity with the literature in the field. And it . 
includes the major topics which an introductory course should provide. The 
authors, well-acquainted with other textbooks in the field, have sought to 
develop various concepts of marketing research which their teaching and 
business experience have revealed to be most important. Despite its minor 
shortcomings, there is little doubt that it will find favorable acceptance in the 
academic field and be used by numerous young men seeking a better under- 
standing.of the nature, scope, and applications of marketing research. 

DELBERT J. DUNCAN 

University of California 
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Lessons of the British War Economy. Edited by D. N. CuxsrER. (London 
and New York: Cambridge University Press. 1951. Pp. xii; 260. $4.50.) 
D. N. Chester deserves the thanks of economists for collecting these thirteen 
essays which review some of the principal developments in the control of the 
British economy during the war..Most of them were written by economists 
who served as wartime civil servants. The volume will be particularly valuable 
to American economists who do not have time to read lengthy official histories 
or detailed monographs: it is written in language which they can understand 
and addresses itself to problems in which they are interested. It is, however, a 
collection of reminiscences rather than an economic analysis of techniques ‘of . 
controlling a war economy. 
Chester’s own contribution, as a political scientist, is an essay which should 
give American readers some “feel” for the organization of the British govern- 
ment at “high levels,” and the important ways in which its functioning differs 
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from that of the American government at similar levels. One of the problems 
which he discusses most interestingly, however, is the dilemma of the 
academic "temporary"—torn between the necessity to take broader, deeper, 
and longer views if he is to make the only contribution of which he is uniquely ' 
capable; and the apparent necessity to immerse himself in practical detail if 
he is to be effective. Crossing the Atlantic does not blur this dilemma. The 
impression left by most of the other essays in this volume is that it was 
usually resolved in London as in Washington by.suppressing one's academic 
impulses. The “Jessons” drawn by the authors are typically empirical and . 
“practical.” 

Austin Robinson’s essay on “The Overall Allocation of Resources” is.a case 
in point. He divides the ‘war into “phases,” and traces from phase to phase 
the shifts in production, the associated changes in "limiting factors" on pro- 
duction, and the modifications which were required (or made) in allocation 
machinery and techniques. Examples of Robinson's!lessons are: “We took too 
little account of the limits of local labor supply"; “there was... far too little 
appreciation of the possibilities of subcontracting. d ; ` 

Other practical examples are contained in essays dealing with specific 
problems of allocation and rationing by Ian Bowen (control of building), 
Percy Ford (allocation of timber), Richard Pares (work of a departmental . 
priority officer), and W. B. Reddaway (consumer rationing). Bowen is 
particularly convincing (and "practical" in the best sense of the term) in.argu- ` 
ing the necessity of a large measure of devolution in allocation machinery (a 
lesson the War Production Board learned slowly and reluctantly). Those who 
: have had experience with similar schemes will not be surprised to learn from 

Bowen that the initial allocation of building labor was essentially an attempt 
to guess the status quo, and that subsequent changes usually involved decisions 
at the Cabinet committee level. Ford explains the special problems of allocat-- 
ing a material with a multitude of diverse uses and users. He is more aware 
than most of the authors that the suppression of the price system creates 
difficulties which are costly (e.g., in scarce manpower) “to overcome, if they 
can be overcome at all. Pares tells an interesting story of controls from the 
point of view of the individual department—in his case the Board of Trade, : 
mainly responsible for civilian supply. His perpetual problem was to obtain 
from the various allocating authorities allotments of steel, timber, fuel, man- : 
power, etc., which were reasonably in balance; but he thinks this problem was 
simpler for the Board of Trade than other Departments because they learned 
(a) that there is no “irreducible minimum” of civilian consumption, and (b) 
strict balance in the output of various consumption goods is not necessary. 
I would argue that there is no essential difference in these respects between, 
civilian requirements and those of the services. 

Reddaway has interesting and shrewd comments on problems of consumer 
rationing. On specific vs. group (“point”) rationing he tells us that the 
British began with specific rationing because of presuppositions carried over 
from World War I; and shifted toward group rationing not mainly because 
of the economists’ “freedom of choice” argument but because of the practical. 
difficulties. in having large numbers of separate. schemes and coupons. He does 
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not think this trend can go all the way because the practical administrative 
difficulties in a general expenditure ration would be “insuperable.” On the 
problem of enforcement he writes the last word: “The successful enforcement 
of a rationing system and the avoidance of a black market is not primarily a 
matter of test shopping, flying squads. and the like, but rather of devising a 
rationing system which will be relatively easy to enforce, and which will, 
indeed, to a large extent ‘enforce itself?” (p. 192). 

Two other accounts of successful operations based on a systematic devolu- 
tion of functions are given by G. C. Allen (concentration of production policy) 
and A. W. Menzies Kitchin (local administration of agricultural production). 
Concentration of production in many civilian industries (to release labor and 
factory space) was achieved by a staff in the Board of Trade which was 
minuscule by American government standards. Essentially it operated by 
laying down general rules and objectives, and letting firms get together to 
.form groups and concentrate themselves in accordance with the rules. Prob- 
‘lems which would have been formidable or insoluble with a centralized ap- 
proach (e.g., defining industries, fixing compensation) almost solved them- 
selves. Objectives were achieved speedily and flexibly. The control of agri- 
cultural output was in some respects similar. THe Ministry of Agriculture 
relied mainly on manipulation of the price mechanism to establish the general 
pattern of production, and delegated to County War Agricultural Executive 
Committees authority to carry out its policies regarding-drainage, tillage, use 
of fertilizers and imported feeding stuffs, the employment of farm labor, and 
farm management. By 1943, with a very moderate increase in the labor force 
(much of it unskilled) the net output of agriculture in the United Kingdom 
had increased by 70 per cent measured in calories or proteins, and by 30 per 
cent in money values at fixed prices. 

E. F. Nash in his essay gives a less favorable account of the control of 
agricultural prices, which degenerated, in his opinion, to a form of collective 
bargaining. He also tells the story of the stabilization of the official retail 
price index with its 1904 weights and the associated story of the food sub- 
sidies. The problems and their solutions have an Alice-in-Wonderland quality. 
By 1947 Mr. Dalton was increasing the subsidies (and reducing the prices) on 
“high leverage" rationed items in the index like sugar and eggs to offset the 
effect of his increase in the cigarette tax! 

Two essays discuss the impressive development of British official statistics 
during the war. Richard Stone's is essentially an historical digression on the 
White Papers on National Income and Expenditure which have accompanied 
every British budget since 1941. It is now difficult to realize that before the 
war there were no British official estimates of national income or of industrial 
production, and that, for example, no attempt had ever been made to project 
the balance of payments. Stone writes with the justified enthusiasm of one who 
played a primary róle in correcting this rather incredible sitvation. G. D. A. 
MacDougall’s essay on the Prime Minister's Statistical Section is really : 


''This is simply asserted (p. 185), but the reader can infer reasons from the discussion 
of enforcement and of "pointing" problems. 
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addressed to the adminstrative problem of providing a chief executive sur- 
rounded by autonomous and well-staffed departments with unbiassed infor- 
mation and disinterested advice. The same problem, of course, exists in the 
United States, and was “solved” during the war by a succession of individuals 
and ephemeral agencies in the Executive Office of the President whose rela- 
tions with the President were highly personal. The Prime Minister's Statistical 
Section was apparently a similar sort of device, completely dependent on Lord 
Cherwell’s personal relations with Mr.’ Churchill, taking its flavor from 
Cherwell, and disappearing with the change in government in 1945.? 

- MacDougall unfortunately says nothing about the substantive aspects of © 
his work—presumably for reasons of security. 

The ‘most surprising and disappointing aspect of the volume is the almost 
complete absence of economic analysis—or even of curiosity about the rele- 
vance of economic science to the problems of allocating resources in a wartime 
economy. The wartime experiences of these economists led them to no re- 
examination of theory as, for example, J. K. Galbraith's experience in OPA 
inspired his penetrating essay on the “disequilibrium system." The “lessons” 
learned by this group were almost exclusively "practical." My impression is 
that intelligent *temporaries" drawn from faculties of philosophy or classical 
languages would have emerged with similar “lessons.” As evidence, the essay by 
Pares, a professor of history, is indistinguishable from this point of view from 
most of the rest. 

I felt this lack of analysis most keenly in Austin Robinson's essay on the 
overall allocation of resources, where it would have been most appropriate. 
One would never know from reading this essay that there are economic theories 
about the optimum allocation of resources—that this is, in fact, what economic 
‘theory is about. “The golden rule of all planning,” Robinson tells us on page 
57, “is that it must be done in terms of the scarcest of the resources.” This is 
a peculiar rule for an economist to regard as “golden.” It is obviously right 
in an extreme and trivial case where one resource is scarce and all others frée 
goods. In other cases it is not true that an optimum allocation can be achieved 
while ignoring constraints imposed on all resources save one. The golden rule 
of economic planning, as I remember it, is to make each resource equally 
scarce (in a precisely defined sense) in all alternative uses. This involves 
making all intermediate products equally scarce (in the sense that the mar- 
ginal cost of augmenting each is proportional to its value). Robinson searches 
throughout his essay for an elusive “limiting factor," never defining what he 
means and apparently not realizing that if he could find one, it would consti- 
tute prima facie evidence of bad planning or bad management. 

Robinson is tantalizing in a brief discussion of joint planning with the 
United States. Decisions as to what should be produced by each of the Allies 
*were in the main taken on pragmatic grounds. . . . In the later stages of 
preparation for the Normandy invasion attempts were made, it is true, by the 

E 
-° It was resurrected by Churchill in a different form on his return to office in 1951. 
* Am. Econ. Rev., June 1947, XX XVII, 287-302. 
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Ministry of Production and American officials in London to work out the 
criteria for more rational decisions: Some calculations of considerable 
academic interest were made. ... But while these calulations may have made 
. some small marginal contribution . . . they had little or no major influence on 
the broader planning" (p. 47). The only interesting question to Robinson, 
apparently, is whether a rational economic calculus did in fact have a major 
influence; his readers will be interested in whether it should and might have 
had such an influence. Did the “pragmatic” decisions reduce the efficiency of 
allied use of resources by 1 per cent, 10 per cent, or 50 per cent? 

Robinson’s answer may well be that predictions regarding the future 
' course of a war are so fraught with uncertainty that a rational calculus is 
inappropriate. Apparently for this reason he asserts: “It is by no means cer- 
tain that more careful prewar analysis of an economico-statistical character 
would have produced substantially better results than the empirical methods 
which were in fact adopted" (p. 41); and elsewhere: *the power to make 
rapid change in the disposition of the nation’s resources was the greatest war- 
winning weapon of all" (p. 36). I would agree emphatically with both these 
judgments, but draw a different moral. An analysis of an “economico-statisti- 
cal" character based on a single set of single-valued expectations about the 
future course of the war would be quite likely to give worse results than 
“empirical methods.” But surely our analysis does not have to be so restricted; 
we can plan for multiple contingencies and we can include flexibility as an 
essential objective. It is not apparent that the empirical methods used did in 
fact impart any special flexibility. to the economy. If economics is now too 
retarded to make such analyses, it would seem to be an important lesson of 
our war experience that we need to develop the necessary methodology. 
Perhaps Robinson agrees; at least he is convinced that "there was nothing 
like sufficient background study in peacetime of the economic problems and 
limitations of conducting a total war" (p. 57). 

There is remarkably little in these;essays concerning relations between 
military production programs and the economy. This may be because there is 
no contribution from the Ministry of Production, and because MacDougall, 
who must have been involved in such problems, does not feel free to discuss 
them. Robinson complains generally that there was too little contact and ex- 
change of ideas between the military planners on the one hand and those who 
were charged with thinking about the use of our total resources on the other; 
but he appears to have in mind merely the prevention of *overambitious de- 
velopments by the supply departments and overambitious requirements by the 
Service departments.” Neither Robinson nor any of the other contributors 
defines the economic problem broadly as the allocation of resources to 
maximize the accomplishment of military objectives, and shows how this re- 
quires simultaneous determination of military requirements and industrial re- 
source allocations. (Ely Devons comes closest to this formulation in his 
essay on the tribulations of a coordinator of production programs in the 
Ministry of Aircraft Production.) The mere adjustment of an economy to meet 
military requirements which have been developed with only vague and casual: 
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reference to resource costs and limitations cannot, except by accident, yield 

a good solution.* X 

It is perhaps symptomatic of the empirical bias of the authors that not one 
seriously questions the desirability of the complex system of direct physical 
controls which evolved in the course of the war, or attempts to explain the 
conditions in which controls of this type become necessary or preierable. That 
.they are necessary is asserted in most cases, assumed in a few, and taken for 
granted in the rest. f 

By contrast there is, as we have seen, a good deal of argument and specula- 
. tion about the right thing to allocate—manpower, materials, or “value.” This 
discussion is not very illuminating because it lacks theoretical underpinning. 
Robinson and Bowen both argue that planning and allocating in money terms 
are unsatisiactory. While there are some practical difficulties associated with 
making allocations in pounds or dollars, I find the specific arguments they 
advance quite unconvincing. The argument on which Robinson places main 
reliance is particularly surprising: “wartime planning in monetary terms was 
in danger of leading one.into the major error of treating all resources as uni- 
form and mobile. In fact, in relation to the very rapid changes that were con- 
stantly being required, resources were extremely specific and extremely im- 
mobile. Even attempts to plan in terms of manpower were in danger of treat- 
ing manpower as homogenous and mobile to an extent that was unrealistic. 
But if you were engaged in cutting the Ensa allocation in order to increase the 
supply of shipbuilding labor, vou were at least under pressure to ask by what 
concatenation of intermediate transfers, both geographical and occupational, 
an' actress might be transmogrified into a rivet boy. And the dangers of think- 
ing in terms of homogeneous and mobile resources were not confined to man- 
power. The capital of the munitions industry was highly specific. There was 
no possible reason to think that 10 million pounds per annum of resources 
withdrawn from making explosives could be readily converted into 10 million 
pounds more of resources making aircraft” (p. 54). 

Of'course it all depends on the precise meaning one ‘attaches to the word 

“readily.” But the whole paragraph sounds less like an economist than like one ^ 
of George Stigler's "engineers" arguing with an economist. It has been my 
experience with “practical” men who are not economists that they are too well 
aware and too much impressed with the specificity and immobility of re- 
sources. Economists have a quite special training which permits them to under- 
stand that an actress can be transmogrified into a rivet boy by intermediate 
transfers, and that a shift of demand to aircraft does release resources, di- 
rectly and indirectly, which permits aircraft production to be expanded. Time 
is of the essence, of course, and it is a term in the equation about whose co- 
efficient economists know much less than they ought. But no one who has 
studied the industrial history of the war can doubt that very rapid transfers 
are in many cases possible. Avoiding British and American examples, witness 
the re-creation of the German fighter aircraft industry within a few months of 
. 


tI have developed this point more fully in “Planning Defense Production," Papers 
and Proceedings, 62nd Annual Meeting of the American Economic Association, May 1950. 
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its destruction by bombs, or the quick recovery of the heavily damaged 
and distorted Russian industrial economy after the German advance of 
1941/42. As Robinson so well states elsewhere: “the power to.make rapid : 
change in the disposition of the nation's resources was the greatest war- 
winning weapon of all." Unduly pessimistic assumptions about the mobility 
of resources can result in a failure to seize opportunities to produce new 
weapons, to exploit a success, to make good unexpected losses. Economists 
-have a special responsibility to overcome this sort of myopic pessimism, which 
` seems to me to be far more dangerous than the opposite risk that responsible 
executives will exaggerate the mobility of resources. Everyone knows that | 
actresses can’t make ships; only economists snodi that in a very significant 
sense it isn’t so. 

In reading these essays I looked hard for ias which might help to 
explain an observation which I with. many other Americans made during the 
war. It is now a reasonably well-established fact that it takes two, three, or 
four times as many Englishmen as Americans to make a motor car, a radio, an. 
airplane (production quantities), or almost any other industrial product, It 
seemed to me that in performing governmental functions this ratio was re- 
versed—that the British made governmental decisions and executed them with 
Staffs a fraction the size of ours. Now a part of this discrepancy is perfectly 
natural. One would expect the American government to bé larger than the 
British for much the sare reason that the British is larger than the Belgian —it 
has a larger.and more complex country to govern. But it seemed, to many of 
us that there was more to it than this—that the British in many cases at least, 
had smaller staffs because they operated more efficiently (and to some extent 
conversely, they were able to operate more efficiently: because they had smaller 
staffs!). 

There are a few clues in this volurne—all. Hra and practical, as one 
would expect. Hugh Weeks, in an essay on Anglo-American supply relation- 
ships, suggests two possible ‘explanations in recounting the things in Washing- 
ton which amazed him: (a) our excessively legalistic bureaucratic thorough- 
ness: “the number and complexity of the forms required to claim for [Lend- 
Lease] civilian stores is still a legend and a nightmare among those who had to 
prepare them” (p. 73); and (b) the indiscipline of American civil servants and 
their departments: “American officials did not seem to be pinned down by the ~ 
decisions of their superiors as the British were. On any complex problem 
various American departments would openly and loudly state divergent views” 
(p. 81). 
~ Chester has some thought-provoking comments on ‘the art of chairing com- 
mittees and the technique of using committees in government. British com- 
mittees sometimes work very successfully; it is notorious that ours never do. 

One other clue has already been discussed—the apparent willingness of 
British government departments, in some cases at least, to devolve functions 
on other departments, locdl,governments, or industry. Every American depart- 
ment I-have known wants to do the whole job itself—as well as all related 
jobs. The “full faith and credit” which the Constitution demands that each 
State accord acts of other States is conspicuously not accorded any department 
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or agency of the federal government by any other. Perhaps the different tra- 
ditions of the British permanert civil service are responsible for a more 
disciplined, less aggressive attitude toward aggrandizement on the part of 
.British departments which places some restraints on bureaucratic “empire 
building.” ; 
But this is merely suggestive, and the volume contains many warnings that 
these differences should not be exaggerated. British departments are also 
` autonomous and jealous. At several dozen points I felt an impulse to enter the 
marginal note “How like Washington!" Devons’ whole essay, on the problems 
of coordinating the separate Prcduction Di-eétorates of the Ministry of Air- 
craft Production, and the Ministry’s procurzment program with the planning 
of the Air Ministry, could have been writtsn with a few changes in names, 
titles, dates, and language, abou- almost an;; American department or agency 
with analogous functions. One quotation, from a section entitled, "Importance 
of Informal Contacts,” will illuscrate what 1 mean: “The planning directorate 
used two main lines of attack. Firstly, they engaged in the most subtle forms 
of spying they could contrive. The most effective was to find some person in 
a production directorate who had a grievance. ... The other... was to dis- 
cover officials either at M.A.P., the firms, or the Air Ministry who realized the 
importance of coordination and were not cversensitive about the prestige of 
their own directorate, cultivate their acquaintance or even friendship where 
this was possible, and use them as the main instruments of coordination, 
especially in'an emergency when quick decisions were necessary" (pp. 116-17). 
The superior efficiency of the British government is, in any event, no more ` 
than an hypothesis, It will, from the character of governmental functions, be 
difficult to verify by studies of the-Rostas type. But with a third of national 
income passing to or through the government in cold war, and potentially 
much more in à hot, it would be difficul: to think of more important and 
challenging problems than the measuremen: and improvement of the efficiency 
with which democratic governments perform their functions. 


CHARLES HITCH 
The RAND Corporation 


Santa Monica, California 
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Industry S-udies 


Woolen and Worsted Manufacturing in tke Southern Piedmont. By James A. 
Morris, (Columbia: University of South Carolina Press. 1952. Pp. xiii, 
197. $5.00.) : 

Mr. Morris’ description of soon and worsted manufacturing in the South- 
ern Piedmont is in effect a statement of the competitive geographical ad- 
vantages afforded this industry in the Appalachian Piedmont of Virginia, the 
Carolinas, and Georgia versus those available in New England. It is an at- 
tempt to answer the intriguing question: Does the recent growth and current 
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size of the industry represent the beginnings of another large-scale migration 
similar to that of the cotton textile industry from the historical center in New 
England to the Southern Piedmont? 

Contrasted with “a decrease in the number of all types of equipment except 
combs between" 1939 and 1951 for the woolen and worsted manufacturing in- 
dustry as a whole (pp. 69-70), thirty-one new plants were established in the 
Southern Piedmont between these dates (p. 82). This development differed 
from the growth of the cotton textile indüstry in the South, for it resulted 
largely from the opening of branch plants by New England firms instead of 
the creation of new firms by southern capital and management as was the 
case in cotton (p. 70). The Census of Manufactures in 1947 stated that 4.6 
per cent of the establishments, 6.7 per cent of the production workers, and 
6.2 per cent of the value added by manufacture for the industry as a. whole 
were located in this area. The plants represented by these statistics reflect 
only a portion of the functions carried on by the industry. Total operations 
involve cleaning, combing, spinning, and weaving; because it is unprofitable to 
maintain cleaning and combing operations for a small secondary market, the 
work performed in the South has been confined almost exclusively to spinning . 


and weaving. This means that any cost or other advantages enjoyed by the . 


South must more than offset not only the inertia and costs of establish- 
ing a plant in a new environment but also the higher. costs of securing 
raw materials from the scouring and topmaking plants in the Boston area 
and the expenses of shipping products to the New York City market. 
Cross-hauling of semi-finished and finished products constitutes the most 
significant adverse cost differential to operations in the South. This disad- 
vantage amounts to an increase in cost of roughly 1 per cent of the value of 
the product (p. 148).- 

Offsetting this, cost disadvantage the Southern Piedmont generally offers 
savings in fuel costs, state and local taxes, and.power rates. Apparently a 
greater source of advantage at the moment is the differential in labor costs. 
A high rate of population increase and a continuing displacement of agri- 
cultural workers furnish a large supply of labor. Absence of an industrial tradi- | 
tion and an aversion to unions make the worker willing to perform. scien- 
tifically determined work loads at wages prevailing in the cotton textile in- 
dustry instead of being bound by work-load mores and wage rates of the 
unionized woolen and worsted industry in New England. The wage rate cus- 
toms in New England have perpetuated a substantial differential between 
cotton textile and woolen textile workers. Therefore, the woolen industry in the 
South has not only a possible geographic wage advantage in the rates paid for 
similar jobs but also the additional advantage of the customary rate 
differential between cótton and woolen wages paid in New England (p. 109). 
Thus, wage rates, smaller fringe benefits, lower payroll taxes, and greater 
worker flexibility seem to provide the South-with a comparative cost advantage 
in this industry at the moment. 

The difficulties of assessing actual cost differentials are imposing; they àre . 
so great, in fact, that some of the manufacturers surveyed by Mr. Morris said 
that they opened Southern plants to learn how their competitors were under- 
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, selling them (p. 170). Since two-thirds of the plants beginning operations be- 
tween 1939 and 1951 were branches of existing New England establishments 
(p. 83), aquest for comparative cost information may have been a motive in a 
number of cases. 

From the evidence presented here, at least three avenues of future develop- 
ment for this industry seem possible: (1) a large-scale migration of woolen 
textiles to the Piedmont; (2) a reduction of labor costs in New England. 
through a modification of the attitudes of workers and their leaders concern- 
ing work lcads, new machinery, and’ wage rates; and (3) an amalgamation of 
the woolen industry with the cotton and synthetic fiber industries to:form one 
“textile” industry with common technological and labor standards. Morris ap- 
parently believes that the first of these possibilities will materialize providing 
no substantial changes occur in the present situation. The recent arbiter's 
settlement by Walter Gellman of Columbia University providing an 84 
cent wage cut for the pattern-setting New Bedford-Fall River textile workers 
increases the probability of the second proposition. The long-run’ technical 
development of new fibers and blends and the apparent feasibilizy of fabricat- 

.ing some of these on existing or modified cotton-working equipment lends 

credence to the third possibility. 

Morris has amassed a notewcrthy amount of statistical and other informa- 
tion concerning the Southern segment of the woolen and worsted -manu- 
facturing industry. It is eviden: throughout that he is intimately conversant 
with the technical and managerial workings of the industry. It is unfortunate - 
that he could not have reworked this material to clarify the findings and to 
emphasize the core of the argument, The fault here is, in the main, common 
with other theses and dissertations, for the system producing them tends to 
encourage temporizing statements and innocuous conclusions.. ` 

Lrovp SAVILLE 

Duke Eniuersity 


The American Cigarette Industry. By RicHARD B. TENNANT. (New Haven: 
Yale University Press. 1950. Pp. xxvi, 411. $5.00.) 

This is definitely one of the better industry studies. The author has Gude 
. intelligent use of economic theory and statistical-techniques to bring the 
study inta clear and sharp focus. The book is well written and, for the econo- 
mist, has the virtue of being organized in such a way as to be most easily 
assimilated. 

A very useful one-hundred page history is followed by a crosscut analysis 
of the cigarette industry since 1911, The salient characteristics are: demand, 
moderately responsive to real income but quite insensitive to price and ad- 
vertising expenditures; supply of leaf tobacco, completely inelastic for a crop, 
moderately elastic from year to year; manufacturing cost, horizontal average 
variable cost and no appreciable economies of scale. The. reasonable proba- 
bility of most of these characteristics is established *by a judicious. combination 
of theoretical reasoning, analysis of historical incidents, and statistical analy- 
sis. Least well established are industry demand and costs. 
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For some unexplained reason, the major statistical evidence on demand con- 
sists of the regression of per capita tobacco consumption rather than cigarette 
consumption upon per capita real income and time. From the small residual 
variability, 3.3 per cent, the author infers low price elasticity. It is dangerous 
to derive the shape of the derhand curve from the fact that changes in con- 
sumption are highly correlated with variables likely to produce shifts, par- 
ticularly when price changes are confined to a narrow range, are probably 
correlated with income, and are likely to be accompanied by offsetting changes. 
in advertising. However, partly because of other evidence, it does seem 
plausible that price changes of the customary magnitude have had little effect. 

For cigarettes, Tennant merely plots relative per capita. consumption . 
(pounds of cigarettes to pounds of tobacco) logarithmically against time. Visual 
comparisons with various price and advertising series are used to suggest the in- 
sensitivity of cigarette consumption to prices and advertising. It is assumed that 
these variables can have an effect only by increasing consumption relative to 
other forms of tobacco, This reflects overconfidence in the regression for tobacco 
consumption. Some of the “explained” as well as the “unexplained” variability 
may have resulted from the actions of cigarette manufacturers. Furthermore, 
in the relative consumption curve percentage changes in cigarette consumption 
which represent changes in total tobacco consumption are understated to an 
extent which has increased greatly with the rising importance of cigarettes. 
Since the visual comparisons are far from conclusive, it is unfortunate that 
the author chose a form of presentation favorable to his results. 

In discussing costs Tennant strives overly hard to wring conclusions from 
unwilling and unreliable data. Horizontal average variable costs are assumed 
without discussion (p. 354) and in the face of a sharp rise-in labor costs for 
brands whose sales declined between 1941 and 1942. Possible short-run cost 
variation and the probability that some brands were produced in several : 
factories becloud the author's attempt to determine economies of scale by 
regressions of unit labor cost ànd:unit overhead upon brand sales. These 
apparently. overlooked difficulties in the data make one reluctant to accept 
: the conclusions. 

With respect to price, oligopolistic: uncertainty is markedly less than in, 
comparable industries. Each firm recognizes and, what is more important, 
knows that its rivals also recognize that there can be no appreciable differ- 
ence in price except temporarily. According to the author, uniformity is 
brought about by the price leadership of Reynolds, especially for the more 
difficult upward rises. Since 1931, however, American has led two strategic | 
reductions and two increases, and Liggett attempted an unsuccessful increase 
in 1946. Any one of the Big Three can announce a higher price and, if not 
followed reasonably soon, can rescind it without affecting the ‘actual price 
to distributors. It seems doubtful whether such price leadership as existed 
has been necessary to maintain cooperation and prevent competition. Any firm 
can in effect propose a price change and, if not seconded, can withdraw the 
motion. When it still had the largest sales volume, Reynolds was more likely 
to receive: seconds than. any other firm, but American has done as well in 
recent years. Tennant’s conclusion that “the behavior of competitors has been 
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: easily foreseeable” (p. 364) seems overstated. What is-foreseeable is the ap- 
proximate identity of price, not necessarily the precise set of moves and 
countermoves which will bring it about. 

It is unfortunate that more of an effort was not made T analyse adver- 
tising strategy and its relationship to price and costs. There are some inter- 
esting and unexplained problems. 

Despite the antitrust conviction, Tennant constructs a plausible hypothesis 
of noncollusive behavior. Since profits are undoubtedly above the mythical 
competitive level, a sharp dilemma is presented for public policy. Fragmenta- 
tion would have significant effects, the author believes, only if carried far 
enough to produce Chamberlinian monopolistic competition. By analysing the 
previous dissolution and the trend in distribution costs, he presents a per- 
suasive case for believing that the increased cost of selling would probably 
outweigh the reduction in profits. The author considers a limitation on ad- 
vertising more promising, since it would attack both the principal waste . 
and the major barrier to entry. I doubt, however, that entry would be fa- 
cilitated, since the large companies could adopt a lower long-run price level. 
With established brand preferences, probable cost advantages, and a restric- 
tion upon the advertising of potential rivals, the position of the large firms 
might be even less assailable. But prices would be down and advertising would 
be less, the result apparently produced by the recent prosecution. In fact, 
the author concludes somewhat reluctantly that the best public policy is con- 
tinuation of the threat of prosecution. 

Although the study is distinguished by a competent use of theory, there 
are two exceptions. At times theory appears to become a strait jacket, and 
conclusions are stated in unnecessarily extreme form. Also, in using his results 
as a defense of marginalism, the author slips into operationally meaningless 
propositions. Marginal analysis is regarded as valid by definition whenever 
any problem of maximization arises, and an interest in p. is confused with 
, an interest in their maximization (p. 364). 

More recently W. H. Nicholls has analysed the same » industry, but he has 
concentrated heavily on price policies and has not attempted a broad industry 
study.t The characteristics of demand which Tennant made-a very careful 
effort to determine, Nicholls inzroduces without discussion. The authors disa- : 
gree on the sensitivity of total cigarette demand to income and advertising. 
Nicholls presents much more cf the original data on price decisions and the 
issues of the trial. Although Nicholls gives a more complete and better 
balanced analysis of price policies, the, authors seem to be in substantial 
agreement. Both advance noncollusive explanations 'of behavior, but Nicholls 
discusses more cogently the di'emma for public policy. Nicholls is somewhat 
more favorable to dissolution, but he does not consider as fully as Tennant 
does the probable rise in costs. He does, however, correct for the defects in 
Tennant’s limitation upon advertising by proposing a tax on advertising, the 
base being the size of firm. By piecing together these two excellent studies, 


1 William H. Nicholls, Price Policies in the Cigarette mes (Nashville, 1951). Re- 
viewed in this journal, June 1952, pp. 461-63. 
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economists can get a deeper insight into the cigarette industry than into almost, 
any other. 
i DanreEL C. VANDERMEULEN 
Claremont Men's College 


Men, Meat and Miracles. By Bertram B. FowrER. (New York: Julian Mess- 
ner, Inc. 1952. Pp. 245. $3.00.) 


This book is an excellent popular survey of the modern American live- 
stock and meat industry by a man whose newspaper training, journalistic ex- 
perience, and special studies and books on various aspects of the cooperative 
movement in America—agricultural and otherwise—have given him a good 
background of knowledge and understanding. In less than 250 pages of 
eighteen pleasantly written descriptive and interpretative chapters, the author 
has done several useful things-for the student of our economic and business 
history. 

First, he has drawn some realistic pen pictures of the men who developed _ 
the modern meat packing industry of national and international scope. Morris, 
Armour, Swift—the great innovators—are here brought to life and interpreted 
sympathetically. So, too, are some of the characters who made the Chicago 
stockyards and other livestock markets. The relation of the industry to the 
agricultural growth of the West is made clear. The significance of the in- 
dustrial revolution of the generation after the Civil War is emphasized, using 
the meat industry for illustration. Indeed, all through the volume the author 
drives home the debt we owe to the free enterprise system, its traditions and 
ethics, by examples from the customs and practices of this industry where so 
much has been carried on by word of mouth—the honor Secum than 
by written contract. 

In several chapters the author is at pains to clear up some misconceptions 
about the meat industry. He shows how it was the very fact of the expanding 
national meat industzy that brought inevitably the evolution of the present 
system of federal meat inspection, The usually accepted story is that it was 
forced upon the industry by the mere publication of such lurid and unjust 
books as Upton Sinclair’s The Jungle, a book which has been given entirely 
too much credit by serious historians. Likewise, he devotes an entire chapter 
to the myth of the “Beef Trust." He indicates how understandable was the 
rise of the myth because of the fact that the distribution of meat and meat 
products dealt with such an overwhelming majority of the people through 
local meat markets. Therefore, the consumers were out of direct touch with 
the packers themselves. The packers were caught between the livestock pro- 
ducer on the one hand and the consuming public on the other. 

Finally, with his prior interest in cooperation, it is natural and logical that 
the author should devote the latter half of his volume to the development of 
cooperation both within the meat industry itself, and with livestock producers. 
Intra-industry cooperation made the industry more efficient in production, in | 
distribution and in the carrying on of industry-wide research with the Uni- 
versity of Chicago. The Institute of American Meat Packers, since 1940 
known as the American Meat Institute, made the problems of the industry 
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‘more widely understood by the public. Also, there has been éffective coopera- 
tion brought about between the industry and tke great national livestock pro- 
ducing associations. All this is told through what is essentially a series of 
biographical chapters about Thomas E. Wilson, who has been the recognized 
leader of the meat industry during the past generation. It was- his personality, 
prestige and persuasiveness thet did much to establish the meat industry's 
trade association, and the Naticnal Livestock znd Meat Board, and rendered 
so successful and beneficial to the nation the 4-H Club work among millions 
of young farm boys and girls during the last quarter century. 5 
Perhaps the author has given credit to too f2w individuals in this national 
industry; but to point up some few fundamentals, and to drive home some 
basic truths about one of the greatest modern industries of this country, his 
method is effective. While there may be a tendency to leave an impression of 
a little more altruism than was actually the case, yet this book helps to redress 
the balance after a series of volumes by writers who have been too critical, 
without any practical experience of business to enable them to see industrial 
problems as they must be seen by those who have to solve them. We need both 
points of view and both kinds of books. The present volume is a valuable 
statement of the laissez-faire view. All it lacks is an index, and some addi- . 

‘tional documentation. 
RupoOLF A. CLEMEN 

Princeton, New Jersey 
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Land Economics; Agricultural Economics; Economic Geography 


Agriculture and Economic Progress. By. E. M. Ozaita, (Bondon and New 
York: Oxford University Press. 1952. Pp. 217. $5.00.) 


Since the days of Malthus, economists have realized the importance of 
efficient food production and marketing. But they have given greater atten- 
tion to these problems in the past decade than ever before. The Food and 
Agriculture Organization has presented evidence that economic progress is 
being retarded in many parts of the world by inadequate diets. Mr. Ojala’s 
book summarizes some of the evidence on this period, and proposes policies 
aimed at increasing the world’s supply of food, and distributing it in such 
a way as to overcome the worst dietary deficiencies. 

This is a very large problem. Ojala states, for example, “It has been 
estimated that if production goals were based on full physiological require- 
ments, the world production of the more expensive foods of special value for 
health would need to be doubled.” He apparently refers here to animal 
products and to fruits and vegetables. Although smaller increases would satisfy 
the needs for food grains and root crops, it is clear that world SE RUE 
would have to be expanded greatly to meet all food needs. 

In his first chapter, Ojala reviews the findinzs of Colin Clark that ande 
progress is associated with a decline in the proportion of the population en- 
gaged in agriculture. The second chapter, “Concepts of Economic Welfare,” 
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includes a discussion of agriculture’s contribution to economic welfare. It is 
pointed out here that the. retail price of food includes payments for 
processing, transporting, packaging, delivering, and. so on. Ojala contends 
that these payments should be eliminated, and that “to measure the contribu- 
tion of agriculture alone to the community's economic welfare, the procedure 
must involve weighting agricultural output by the value which the community 
places upon that output as it leaves the farm." 
Chapters 3, 4, and 5 review the statistics of agriculture and of other seg- 
ments of the economies of.the U.S.A., Sweden, and the United Kingdom. This 
analysis forms the basis for conclusions drawn in the remainder of the book, 
concerning the relation of economic progress to industrial patterns, to con- 
sumption patterns, to agricultural population and incomes, and to price levels. 
The. final chapter deals with policy. -It is pointed out that “there is a funda- 
mental problem of agricultural incomes . . . agricultural producers individually 
have, on the average, been constantly and badly underpaid for their serv- 
ices,” due to many factors, including the low price-elasticity and the low 
income-elasticity for food. He points out that some kinds of price supports 
may be needed to encourage adequate food production, but. indicates the need 
for flexibility in the agricultural labor force in order that submarginal farm 
workers may find more productive work in cities. He concludes that "the 
primary concern. of world agricultural policy should be to increase the 
efficiency of production everywhere, particularly in the growing and supply of 
foodstuffs.” 
FREDERICK V. WAUGH 
Washington, D.C. g i 


The Canadian Grain Trade—1931-1951. By D. A. MacGisron. (Toronto: 
University of Toronto Press. 1952. Pp. ix, 227. $4.50.) 

This is the second book that Professor MacGibbon has written on the sub- 

ject of “The Canadian Grain Trade.” The first appeared in 1932 and brought 

. his review and analysis of the market organizations and development of ex- 
ports for Canadian grain through World War I and the decade of the 1920's. 
In that period Canada came of age as a world exporter of wheat, and with the 
active market demand for her increasing production a feeling of considerable 
assurance about the future had begun to develop. 

The present volume, covering the twenty-year period 1931-51, not only 
brings the earlier volume up to date but it provides an unusual account of the 
step-by-step control that the Canadian government has assumed in regard to 
the grain trade in that country. Beginning with the impact of the world eco- 
nomic depression of the early 1930’s, especially upon the three prairie 
provinces of Canada that had concentrated upon wheat production, it 
chronicles the developments that led to the creation of the Canadian Wheat 
Board that has become one of the foremost world grain-marketing monopolies 
of the present time. Starting with .ontinued declines in world and Canadian 
wheat prices in 1929 and 1930 that adversely affected the credit position of 
the Pool organizations and in turn the banks that had been providing the 
financing. for the crops, a joint appeal was made to the federal government 
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for aid. The assistance was granted on the understanding that a central selling 
agency be established and a government-appointed manager be placed in 
charge. The.crisis lasted longer -han expected; then World War IT started and 
the Wheat Board further extended its rôle of operation through the war and 
postwar food crisis period. Today the Board seems to be rather generally re- 
garded as a permanent part oi the Canadian grain trade. 

This point deserves spécial mention in the opinion of the reviewer because 
it shows how what was expected to be a temporary intervention on the part ` 
of the government led to the creation of a state monopoly marketing organiza- 
tion of Canada's principal export industry. MacGibbon's book, in fact, may 
be regarded as a case study for those interested in government controls and 
state trading. As such, it should have a wider audience than those concerned 
with developments in Canada or in commodity activities relating to grain and 
espécially wheat. 

In 1929 MacGibbon, who had been professor of political economy at the 
University of Alberta for many years, was appointed a member of the Board 
of Grain Commissioners for Canada—the government agency responsible for 
administering grain standards and regulatory activities. He served as a 
Commissioner for twenty years when he again returned to academic life. Dur- . 
ing these two decades, however, which closely correspond to the period 
covered by his present volume, he was in a position’ to observe Canadian 
grain trade developments closely. This fact, no doubt, accounts for much of 
the detaii included in the book which makes it rather slow and difficult 
reading though at the same time a very useful reference source on the sub- 
ject for this period. The Board of Grain Commissioners, it should be noted, is 
a separate and distinct agency from the Canadian Wheat Board, and his 
extensive references to Wheat Board operations are as an observer, not an 
active participant. 

Among the points given special emphasis in the present book are the Inter- 
national Wheat Agreements of 1933 and 1949, the British wheat agreement (a 
bilateral contract), and ‘the various organizational segments of the grain 
trade. These include, in particular, the Canadian Wheat Beard, its estab- 
lishment in 1935, its operations during the war period and postwar develop- 
ment (little detail after 1949-50) ; the three Provincial Pool organizations and 
their growth, the United Grain Growers Ltd. and the independent companies, 
and the Winnipeg Grain Exchange. With these grain trade organizations so 
widely different in character, yet many of them highly competitive in their 
efforts to participate in marketing Canadian grain, it may be expected that 
there will be some differences.of opinion about the author's treatment of these 
. Sections, particularly among the various groups represented. The relative 
effectiveness of the respective types of marketing operations and organizations 
in Canada continues to be a very controversial subject. If another Royal ' 
Commission (the last commission study was made in 1936-38) were to in- 
vestigate the problem of Canadian grain marketing today, it would be inter- 
esting to see how the various issues and organizational forces would be 
compromised. It is notably true, however, that producer groups in Canada as 
in the United States appear to be almost unanmous in the desire to have some 
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form of support price that will prevent free market prices from declining 
beyond certain limits. 

While most of the book is devoted to a factual commentary, the author does 
include some personal interpretations and conclusions. Among these the follow- : 
ing selected brief statements appear timely and of general significance and 
also seem to reflect in summary form much of MacGibbon’s point of view 
about Canada's grain trade. 


Canada is so deeply committed to an export trade in wheat that any de- 
velopments in this field of international trade are of the highest impor- 
tance to her... . But it must be recognized that neither the outcome of 
the British wheat agreement nor the prices currently being obtained from 
sales made under the terms of the International Wheat Agreement pro- 
vide evidence that long-term contracts of this nature are advantageous 
to the producer. \ 

The maintenance of the Canadian wheat export trade on a sound basis 
requires wheat production in areas capable of growing wheat of high 
quality at relatively low cost, the handling of ‘stocks in the least costly 
method possible without deterioration of quality, and a sales policy ‘of 
offering wheat at prices “as low as is consistent with actual cost of pro- 
duction.” Regard for these factors in the past largely accounts for the 
important position Canada now occupies in international wheat trading, 
and it lies within Canada’s own power to continue to be guided by this 
fact. Canada, however, is only part of'an international trading community 
in which the wheat trade is an important item. International trade will 
languish if nationalistic restrictive policies impair it. For the Canadian 
West the most propitious circumstances for the continuance of its export 
trade in cereals are those that make for the freest possible international 
exchange of goods and services. 


When the reviewer finished reading the book and started to reflect upon the 
subject of the Canadian grain trade and particularly the phases with which he 
has had personal contact over rhany years, there were a number of points that 
seemed to call for special comment. He has selected three that may be of more 
general interest. The first relates to statistical material. The reviewer had 
hoped that the book would have a comprehensive set of statistical tables and 
possibly charts covering various aspects of the Canadian grain trade during: 
the twenty-year period. Only four short tables, however, are included and these 
are confined largely to a limited period and subject matter. Export data about 
Canadian grain or Canada's place as a world exporter is particularly in- 
adequate for those interested in this aspect of the grain trade in that country. 
On the other hand, almost every paragraph is studded with statistical data or 
comparisons. Prose statistics, while of some usefulness, present real problems 
in usability for reference purposes or effective analysis, and especially in 
readability. 

The second point concerns the Canadian Wheat Board. Its operations which 
cover much of the period of the book àre discussed in a very impersonal 
manner. No doubt the adthor had his reasons for this type of treatment, but 
in the opinion of the reviewer the Board and the personality of its Chief Com- 
missioner, Mr. George MclIvor, have been so closely interwoven during most 
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of the Board’s official existence that it is hard to separate them, The history 
of the Board and its operations might have been vastly different from what 
Professor MacGibbon has recorded had somecne else been its Chief Com- 
missioner, and particularly if political influence had been permitted to affect 
its operations as so often happens in agencies of this type. There are few gov- 
ernment organizations anywhere, especially of the size and volume of busi- 
ness handled, that can point to a longer untarnished record than the Canadian 
Wheat Board. This factor should not be overlooked or underemphasized in 
any evaluation of the Board, particularly by other governments that may be 
interested in Canada’s experience in this type of grain trade organization. 

Thirdly, this period, and notably the years following World War II, have 
emphasized some of the weaknesses in the Canadian grain export situation,. 
particularly in meeting world emergency needs. Notwithstanding the major 
export róle played by Canada during much of the inter-war period, it was 
the U. S. ability to produce and export larger quantities of grain that saved. 
the world during the food crisis period. Among the weaknesses that have be- 
come apparent are the limits on exports due to domestic transportation 
facilities, and the vulnerability from weather conditions to the concentrated 
production in western Canada. A policy of maintaining reserve stocks could 
do much to minimize the effects of annual crop variations, but Canada has 
usually proven to be an aggressive. seller regarcless of the status of stocks. ` 

The story of the Canadian grain trade is a very interesting one and it is 
still being written. MacGibbon has brought his account of the story up to.date, 
and it should prove helpful to those interested not only in a better understand- 
ing of past developments but also in having background for some of the im- 
portant chapters that are likely to be written in the period ahead. 

Gorpon P. Boars 

Washington, D.C. n 

World Economic Geography—An Introduction to Geonomics. By GEORGE T. 
RENNER, Lovar Duranp, Jr., C. Lancron WHITE, and WELDON B. 
Gipson. (New York: Thomas Y. Crowell. 1951. Pp. x, 758. $6.00.) 

There is surely no lack of agreement that the beginning student of economics 
is invariably woefully innocent of any significant body of factual information 
relating to economic matters bevond his personal and very limited immediate 
experience. That he should know much more than he does about the economic 
resources of his own nation, and of the world, and of the physical character- 
istics of specialization in production, trade, and transportation, seems obvi- 
ously desirable. Precisely what the student should know, for what purposes, 
and how he should acquire this information are matters on which very great 
differences of opinion and practice exist. One solution, followed particularly in 
undergraduate schools of commerce, is to require a course in economic geogra- 
phy, with the expectation that the student, in the process of acquiring a 
fund of factual information, will develop also some appreciation of economic 
life as consisting, as the authors of this volume write, of “superimposed and 
` intimately interrelated physical, economic, and cultural patterns." 

Tf our authors are aware of “interrelated patterns," they state also that “the 
great problems of the world are basically matters of economic geography and 
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cannot be properly understood in any other terms.” The expectation is ‘aroused 
that the subject-matter will be broadly and inclusively defined with appropri- 
ate analysis of economic and cultural patterns in the light of physical re- 
Sources. Were such the case, this might justify the claim that this is a "really 
new: type of college textbook.” In fact, the performance is conventional and 
the book is more adequately described as one which "develops the more com- 
mon principles and generalizations of economic geography in the light of an 
orderly and relatively full presentation of the great industries of mankind." 

The volume is indeed a relatively full presentation of the world's more 
important resources. After a brief and elementary discussion of the relation- 
ship of men and resources under the title of Geographical Premises, it 
plunges, in Part 2, into the discussion of well over a hundred basic com- 
modities and commodity classes, occupying close to five hundred double- 
columned pages. It begins with those agricultural products characteristic of 

.the rainy tropics and continues with chapters on the products of each of 
the great climatic regions. Individual chapters are devoted to forests and to 
fisheries, and other oceanic products. Part 3 covers the basic minerals and 
then moves on to deal with the geographic distribution and characteristics of 
the major manufacturing industries. Part 4 covers transportation and com- 
merce, opening with a chapter on the division of labor, followed by one on the 
principles governing the exchange of commodities, continues with four chap- 
ters on the major forms of transportation, and concludes with a very brief 
discussion of the forms of social regulation of trade. 

In the discussion of resources and commodities, emphasis is on the physical 

: factors which relate to supply and.utilization. References to costs, values, and 
quantities are largely summarized in charts and maps in very general terms; 
the volume will do little to develop the student's ability to think quanti- 
tatively: Relevant historical developments are given unusual extensive empha- 
sis, but the institutional organization of the societies which use the resources 
and produce the goods discussed are treated very lightly or ignored. 

Those who wish to introduce beginning students to an extensive body of 
factual information will find this volume very useful. Even for that purpose, 
however, the book would seem to include too few indications of the reasons 
why facts are presented, too few clues to aid the student in developing his 
judgment as what is more or less important. The student who masters the 
material presented will possess much information pertinent to such prob- 
lems as those of present-day Europe or of the underdeveloped countries. The 
analytical tools necessary to the utilization of such information will have to be 
supplied from some other source. i 

NE CLARENCE H. DaNHOF 

Washington, D.C. 


Labor 


The Danish System of Labor Relations: A Study in. Industrial Peace. By 
WALTER GALENSON. (Cambridge: Harvard University Press. 1952. Pp. 
xii, 321. $4.50.) - 

. Denmark has had comparative industrial peace and a highly centralized 


236 THE AMERICAN ECONOMIC REVIEW 


collective bargaining system for fifty yéars. The record of this achievement 
and the problems that have developed within recent years as Denmark’s 
. terms of trade have become less favorable are thoroughly explored in this 
second study? of industrial relations in a Scandinavian country by Walter 
. Galenson, who served as labor attaché at the American embassies in Oslo and 
Copenhagen i in 1945 and 1946. 

The Danes achieved stability in industrial relations much earlier than 
their Scandinavian neighbors, although the pattern was similar. The Federa- 
tion of Labor, now representing nearly 90 per cent of the workers in manu- 
facturing, construction and transportation and communication (and smaller 
percentages in other industries), was formed in 1898—the same year in 
‘which the Danish Employers’ Association was established. The latter is 
even more centralized than the Federation of Labor, which has been plagued 
by internal differences between tae skilled craft unions and a Laborer's Union 
of unskilled and semi-skilled factory workers, totalling 38 per cent of the 

` Federation's membership. A test of strength between the two central organi- 

zations came during “the great lockout of 1899,” when the employers, 
“aroused by the increasing trade union aggressiveness occasioned by favor- 
able employment conditions, decided to wage a preventive war before their 
opponents grew too strong” (p. €8). The objective was not to crush unionism, 
however, and after three months the "September Agreement" was signed, 
laying the groundwork for the subsequent pattern of peaceful Danish labor 
relations. Similar agreements did not come until 1935 in Norway and 1938 
in Sweden. 

Collective agreements in Denmark are predominantly. nation-wide, and 
they generally have a common expiration date (March 1). Significantly, the : 
initiative for these developments came from the organized employers, rather 
than from the unions, as is generally the case in the Unifed States. The 
difference is explained by the smaller relative size of Danish firms con- 
fronting powerful national unions. Individual employers have delegated full 
responsibility for negotiations to full-time professional staffs in the central 
association, although recently there have been proposals to strengthen local 
bargaining on matters of local interest. Galenson believes, however, that 
increased independent bargaining is unlikely because of the Employers! 
Association's probable unwillingness to abandon the "sympathetic lockout” 
which prevents strong unions from playing one employer off against another. 

What have been the effects of this centralization in collective bargaining? 
Industrial peace is the outstanding one, and in this the Danish record is 
better than either the Norwegian or the Swedish. But peace has not come 
without increasing government intervention, despite the elaborate collective 
bargaining machinery. Governmental mediation is highly developed in Den- 
mark, dating from 1910, and the mediator takes an active róle in proposing a 
‘settlement. “The national wage movements of the last three decades have | 
almost without exception reached at least the mediation phase of collective 
bargaining" (p. 127): Since 1932, mediation has failed in ten cases which 


1 The first was Labor in Norway (Cambridge, Harvard University Press, 1949). 
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were settled. only after further government intervention involving ad hoc 
compulsory arbitration or enactment of the mediation proposal into law 
following rejection by (with one exception) the employers. Galenson notes: 
“The growth of centralization in collective bargaining certainly renders it 
less likely that the government will refrain from intervention” (p. 137). 
Sweden’s experience, however, is still an exception to this generalization. Both 
countries, it should be noted, have a Labor Court to adjudicate disputes 
arising under collective agreements. 

The economic effects of centralized collective bargaining are less apparent. 
. The greatest gains in real wages came after both world wars, when there 
was wage-price inflation and full employment. “Whether as cause or effect, 
both these periods were marked by a considerable radicalization of the trade 
union movement and aggressive union wage policy” (p. 162). Union strength 
was evidently a factor in resisting wage reductions, for in the period 1930-37 
the unions maintained money wages unchanged in the face of an adverse shift 
of the terms of trade between Denmark and the rest of the world, resulting 
from a relative decline in the prices of agricultural products, which Denmark 
exports. 

,The.shift in the terms of trade accounts principally for the failure of 
Danish real. wages to keep pace with those in Norway and Sweden, although 
there has also been a lag in Danish labor productivity. The reasons for this 
are more complex, but the very factor which helps make Danish labor 
relations orderly also apparently tends to restrict industrial efficiency and 
expansion. Galenson calls this “the spirit of corporatism” (p. 266). Business- 
men are addicted to price and market agreements in the sheltered domestic 
market, unlike their Norwegian and Swedish counterparts, or the Danish 
farmers, all of whom must complete in world markets. “For their part, the 
trade unions have abetted restriction and contributed to the failure of 
industrial productivity to rise more sharply by insisting upon the main- 
tenance of an archaic labor market structure" (p. 267). Recently, however, 
the Danish unions have taken productivity more seriously, through establish- 
ing labor-management production committees, participating in a commission 
. to improve utilization of manpower in the face of closed jurisdictions of 
skilled crafts, and general discussions of ‘ways to increase industrial pro- 
ductivity. l 

Another economic effect of centralized bargaining in Denmark is a stable 
wage structure., Powerful unions have apparently not been able to “distort” 
the structure, as is sometimes charged in this country. The metal-trades 
agreement sets a pattern which is generally followed in the other centralized 
negotiations, and prevailing wage relationships are largely maintained. The 
principal exception is the narrowing of the skilled-unskilled differential, 
which was realized under central bargaining, Galenson concludes that “the 
absence of centralized bargaining would have resulted in greater scrambling 
of craft wage differentials and in less equalitarianism” (p. 186). 

The Danish labor movement, unlike the Norwegian or Swedish, has been 
forced to rely principally on collective bargaining for the achievement of its 
economic goals. The Farmers’ Party is Felatively. stronger in Denmark, and ' 
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although the Socialist Party, with which the unions are allied, is larger, it. 
is still a minority party. Thus, taxation, price controls, subsidies, and 
government regulation of investmént cannot be utilized as they are by the 
Norwegian and Swedish labor parties which enjoy stronger positions of 
control For the same reason, the Danish unions have not had. to face the 
impact of these programs on their collective bargaining róle when a labor 
party is in power. 

The Danish labor relations experience is instructive on the advantages 
and costs of centralized collective bargaining. Professor Galenson has again 
helped American students cf labor economics and industrial relations. to gain 
new insights into our own collective bargaining experience by this type of. 
comparative study of a labor movement, As Professor-Slichter rightly points 
out in a Foreword to the Look, “Careful case studies are needed to produce 
a reliable basis for genezalizations about why men organize and why 
different trade-union movements develop different objectives, policies and 
methods. The accumulation of the necessary case studies is bound to take 
years." 

'This reviewer would have liked more analysts of the Danish entrepre- 
neurial system, its outlook and policies, and its relation to the kind of 
labor movement which evolved, There is little mention, for ‘example, of the 
ways in which Danish employers have handled labor relations at the plánt 
level, their attitudes toward the shop steward system that has developed, 
or their behavior under the protection given by the September Agreement to 
Management prerogatives, But with the rich offering already provided, these 
omissions are not serious. This study, and the earlier one on Norway, set 
a high standard indeed for other students of foreign labor movements to 
achieve, . 

SE og F CHARLES A, MYERS 

Massachusetts Institute cf Technology .. j 


Pressures on Wage Decisions. By Greorce P. SuuLtz. (New York: John 
Wiley and Sons, in con‘unction with the Technology Press, Massachusetts 
Institute of Technology. 1951. Pp. 139 + vi. $3.) 

Two major influences on wage decisions have been emphasized i in recent 
literature on collective bargaining: economic pressures exerted by. ‘impersonal 
market forces,” particularly in the product market; and political pressures 
emerging from ‘bargaining institutions and processes. Some, observers have 
assumed thet these themes are at odds with each other and require a choice 
between two competing “theories of wages.” A more sensible view is that: 
institutional and market influences interact through the medium of collective 
bargaining—offsetting, reinforcing, and modifying each other, and producing 
results which cannot be explained either by pure politics or pure economics. 
However, there has been a relative dearth of empirical studies testing me 
proposition and examining specific modes of interaction. 

Mr. Shultz’ monograph is a carefully documented study of wage deistiidá: 
tion in the Brockton, Massachusetts, shoe manufacturing district. His purpose 
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is to show “how these two views, market forces vs. human decisions, are 
synthesized when. the total scope of collective bargaining relationships is 
examined.” 

In early chapters Shultz describes the characteristics of the Brockton shoe 
industry, the manufacturers’ group and the Brotherhood of Shoe and Allied 
Craftsmen. The industry is highly competitive, and not very remunerative 
to either owners or workers; over the years there has been a movement into 
nonunion areas, and:a distinct trend toward lower price lines. Fixed costs 
being small, labor. cost is.the focus of interfirm competition. Piece rates are 
prominent in the wage structure. The employers have strong goals i in common, 
but the Brockton Shoe Manufacturers Association is limited in cohesiveness 
because its members concentrate on different grades of shoes and vary in their 
ability. and inclination to take a strike. The Brotherhood, an independent 
union, consists of craft locals with considerable autonomy. There i is pressure 
on officers from an active and impatient membership, and rivalry with à CIO 
organization in the shoe industry. 

Noting that earlier writings on wage policy have dealt for the most part 
with general movements, Shultz identifies three types of wage decisions in the 
Brockton shoe district. First are general wage adjustments, which take the: 
form of across-the-board percentage increases or decreases. These are strongly 
affected by pressure from dissatisfied members and comparison with rival 
union settlements. Second is the “grade system,” under which labor costs are 
differentiated in accordance with selling prices. The system has been ad- 
ministered in an opportunistic fashion, grades being influenced by the financial 
position of the various producers, With ‘the trend toward lower price lines, 
labor costs have not risen to the extent indicated by apparent general in- 
-creases. Piece-rate adjustments make up the third type of wage decision. Piece 
rates are tightened or loosened in response to economic conditions, and like 
the grade system} “have provided a way in which the district has adjusted to 
circumstances not fully recognized in explicit actoss-the-board’ wage move- 
ments." In other words, in tliis piece-rate industry characterized by relatively 
high labor costs, low profits, and nonunion competition, the “employment 
effect” has an important impàct on wages; but the impact is centered on the 
administration of the grade system and piece.rates, rather than the negotiation 
of general adjustments. 

Mr. Shultz concludes that neither producers nor. workers are organized for’ 
an effective attack upon the economic problems of the district. “Thus,” he 
notes, “the. district’s most important wage decision, how to organize within 
the firm for effective use of labor resources, is not made Qn a conscious level 
at all but simply results from many uncoordinated actions which, taken to- 
gether, tend to aggravate rather than help solve the problem. " 

Pressures on Wage Decisions is not merely a superior case ‘study of an 
interesting situation but an important contribution to theoretical understand- 
ing of wage determination under collective bargaining. We: néed more studies 
of this kind. ° 
] ARTHUR M. Ross 
University of California, Berkeley 
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Planning Bureau monog. no. 2. (The Hague: Staatsdrukkerij. 1952. Pp. 32. f 1,00.) 


Waucu, A. E. Statistical tables and problems. 3d ed. (New York: McGraw-Hill. 1952. 
Pp. xiv, 212. $3.) 





Economic Systems; Planning and Reform; Cooperation 


Briers, G. Zwischen Kapitalismüs und Syndikalismus. (Bern: A. Francke. 1952. Pp. 189. 
Sw. fr. 6.-; cloth, 9,40.) 


FEYERABEND, L. Agricultural cooperatives in Czechoslovakia. (New York: Nat. Committee 
for a Free Europe. 1952. Pp. 125. $1.) 


Gay, P. The dilemma of democratic socialism—Edward Bernstein’s challenge to Mars. 
(New York: Columbia Univ. Press, 1952. Pp. xvii, 334. $4.50.) . 

Rosson, W. A., editor. Problems of nationalized industry. (New York: Oxford Univ. 
Press, 1952. Pp. 390. $5.) 

Serr, Sir H. and Watson, E. M. Electricity supply in Great Britain—its development and 
‘organization. Nat. Board ser. (New York: Macmillan. London: Allen and Unwin, 1952. 
Pp. 219. $4.50.) 

The story begins with the early days of the industry, and comes up to the present | 
time. Special attention is given to the situation immediafely prior to nationalization and 
to the conditions under nationalization, with emphasis upon the problems of organiza- 
tion and administration. 
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National Income and Social Accounting 


Conn, S. M. National income and product. Presented at the Economic Workshop, Univ. 
-of Ohio, June, 1952, (Washington: Bur. of the Budget. 1952. Pp. 16.) 


FABRICANT, S., assisted by Lipsey, R. E. The trend of government activity in the United 
States since 1900. Pub. no. 56. (New York: Nat. Bur. of Econ. Research. 1953. Pp. 
xix, 267. $4.) 

Merang, J. E. and Stone, R. National income and expenditure. 3d ed. rev. (Cambridge, 
England: Bowes & Bowes. 1952. Pp. 48.) 


Les comptabilités dans le monde: comparaison des méthodes. Special number, Études et 
Conjoncture. (Paris: Presses Univ. de France. 1952. Pp. 236. 


Studies in income and wealth, Vol. 15, Conference on Research in Income and Wealth. 
(New York: Nat. Bur. of Econ. Research. 1952. Pp. x, 230. $3.50.) 


Business Fluctuations; Prices 


COPELAND, M. A. 4 study of money flows in the United States. (New York: Nat. Bur. of 
Econ. Research. 1952, Pp. xxxii, 338, A. 241. $7.50.) 


Eorr, W, P. Economic stabilization—objectives, rules and mechanisms, (Princeton, Prince- 
ton Univ. Press. 1952. Pp. 264.) 


Hansen, A. H. and Cremence, R. V. Readings in business cycles and national income. 
(New York: W. W. Norton & Co. 1953. Pp. xi, 588. $3.95.) 


VERRIJN STUART, G. M. De conjunctuur in het economisch leven (Business cycles and 
the economic sys:em). 2nd ed, rev. (Haarlem: F. Bohn. Vols. I and II. Pp. 181 and 284. 
$. 7,80.) : 

WirTEVEEN, H. J. Conjunctuurtheorie en conjunctuurpolitiek (Business cycle theory and 
. business cycle policy). (Haarlem: F. Bohn. 1952. Pp. 83. f 4,50.) 

Markets after the defense expansion. (Washington: Supt. Docs. 1952. Pp. 90.) 


Money and Banking; Short-Term Credit; Consumer Finance 


Ducros, B. L’action des grands marchés financiers sur l'équilibre monétaire. Cahiers de Ja 
Fondation Nat. des Sci. Pol. no. 36. (Paris: Lib. Armand Colin. 1952. Pp. 152. 500 fr.) 


Jones, R. W. Thomsons dictionary of banking-—a concise encyclopedia of banking law 
and practice. 10th ed. (New York: Philosophical Library. 1952. Pp. ix, 710. $15.) 


‘Rist, M. La Federcl Reserve et les dificultes monétaires d'après guerre, 1945-1950. Cahiers 
de la Fondation Nat. des Sci. Pol. no. 34. (Paris: Lib. Armand Colin. 1952. Pp. xxv, 
365. 1,100 fr.) 


Sutton, J. H. The prosperity dilemma—a study of the profit motive. (Kansas City: 
Brown, White, Lowell Press. 1953. Pp. ix, 130. $6.) 
The book is concerned with “the prime commercial problems of our time: inflation, 
unemployment, and war.” 


TOMINAGA, V. The truth of money—a doctrine on social reconstruction by means of ticket 
money. Translated by K. Watanabe. (Yokohama: New Liberalist Eivaomies Research 
Inst. 1952. Pp. xv, 199, $2.50.) 


VnkxpEGOR, B. P. M. Het gezinscrediet in Nederland (Consumer credit in E Netherlands), 
(Leiden: Stenfert Kroese. 1952. Pp. 142. f 7,50.) 


Bank mergers and concentration of banking facilities—a staff report to subcommittee no. 5 
of the House Committee on the Judiciary, 82nd Cong., 2nd sess. (Washington: Supt. 
Docs. 1952. Pp. 71.) 


Concentration of banking in the United States—staff report of the Bosrd of PRENDS 
of the Federal Reserve Sysgem submitted to the Subcommittee on Monopoly of the 
Senate Committee on Small Business, 82nd Cong., 2nd sess. (Washington: Supt. Docs.’ 
1952. Pp. 50.) . 
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Control and regulation of bank holdiag companies. Hearings before the House Committee 
on Banking and Currency, 82nd Cong., 2nd sess. (Washington: Supt, Docs. 1952. Pp. 
52.) 


Business Finance; Investments and Security Markets; Insurance 


GRUVER, H. B. A guide to profitable investment. New and rev. ed. with a supplement on 
Mutual Investment Companies. (New York: E. P. Dutton. 1952. Pp. 157. $2.50.) 

Puers, C. W. The role of the sales.finance companies in the American economy. Stud. 
in consumer credit, no. 1. (Baltimace: Commercial Credit Co. 1952. Pp. vii, 87.) 

TuwGATE, L. A. Financial managemeat for the small businessman. (Boston: Chapman & 
Grimes, 1952, Pp. 132. $3.) 

Throughout, emphasis is placed en the proper analysis of financial information avail- 
able to the small businessman throtgh simple record keeping. Each chapter endeavors to 
show how profits can be increased, losses reduced, and how the small businessman may 
keep out of financial difficulties by the proper analysis of his accounting records. 


" Eublic Finance 


Bouvier, E. Le revenu national at Canada. Collection “relations” no. 2. (Montreal: 
Editions Bellarmin. 1952, Pp. 30.254.) — 

Coun, S. M. Managing the expenditure side of the federal budget. Paper „presented Nov. 
17, 1952 at round-table of Washinzton Chapter of American Society for Public Admin, 
(Washington: Am. Soc. for Public Admin. 1952. Pp. 10.) : 

Hazerert, C. W. Practical answers to inflation, unemployment, taxation, and political 
leadership. (Greenwich, Conn.: Incentivist Pubs. 1952. Pp. ix, 243. 504.) « 
Federal tax changes and estimated revenue losses uncer present law. Materials prepared 
for the Joint Committee on the Economic Report by the Commit ee Staff, 82nd Cong, 

2nd sess. (Washington: Supt. Docs. 1952. Pp. 8.) 

How to improve federal tax policy. Response by MAPI to government inquiry. (Chicago: 
Machinery and Allied Products Inst 1952. Pp. 33.) 

Public finance surveys: India. U.N. pub. St/ECA/Ser. B/2. (New York: U.N. Dept. of 
Econ. Affairs. 1951. Pp. 101.) 

Technical monographs published by the Finance Pro? ‘ect of the Mayors Committee on 
Management Survey, of the City of New York: 

No. 1 Bmp, F. L. The municipal debt, a description, analysts and appraisal of debt 
` policy and administration of the City of New York. 1951. Pp. xv, 148. 

No. 2 Quinto, L. J. Municipal inzome taxation in the United Stctes. 1952. Pp. x, 416. 

No. 3 Vickrey, W. S. The revisicn of the rapid transit fare structure of the City of 
New York. 1952. Pp. xii, 156. 

No.4 Bucx, A. E. Budgeting and nancial management of the City of New York. 1951. 
Pp. xi, 90. 


International Economics 


Branxe, W. Über Theorie und Methade der Bereschunz von Kaufkraftparitaten. (Bremen: 
Bremer Auschuss fur Wirtschaftsforschung. 1952. Pp. 33. DM 4.) 


Harriman, W. A. Mutual defense cssistance control act of 1951, Public law 213—82nd 
Congress. 1st report to Congress, (Washington : Supt. Docs. 1952. Pp. 107.) 


Kur, P. and Verpoorn, P. J. De achtergronden en vooruitzichten van de economische 
integratie van Europa en hear gevolgen voor de welvaart van Nederland (The economic 
integration of Europe and its con.equences for the Netherlands economy). Papers pre- 
sented before the annual meeting of the Verniging voor de Staathuishoudkunde, 1952, 
(The Hague: Martinus Nijhof, 1957, Pp. 136. f 5,50.) 
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Lemrocx, F: O., editor. Probleme aus der Verbundenheit von Technik und Weltwirtschaft. 
(Berlin: Verlag Franz Vahlen. 1952. Pp. 103. DM 4.75.) ` : 


Meraner, J. E. A geometry of international trade. (New York: Macmillan. London: Allen 
& Unwin, Ltd., 1952. Pp. 112. $5.) 

Mever, F. V. Britain, the sterling area and Europe. (Cambridge: Bowes & Bowes. 1952. 
Pp. viii, 150. 21 s.) ; 


PosrHuMA, S. Enige beschouwingen over de Europesche Betalings Unie (Some aspects of 
the European Payments Union). (Haarlem: F. Bohn. 1952. Pp. 32. f 1,20.) 


Scurore, W. British overseas trade—from 1700 to 1930's. Translated by W. O. Hender- 
son and W. H. Chaloner. (Oxford: Basil Blackwell. 1952. Pp. xvi, 181. 22s., 6d.) 
The book originally appeared in 1938, the first of a series of studies concerning the 
development of the British economy undertaken by the Institute for the Study of- World 
Economic Affairs at the University of Kiel. 


Smarr, W. R. International technical assistance: programs and organization. Pub. no. 108. 
(Chicago: Public Administration Service. 1952. Pp. 146.) 


Stone, D. C. The impact of U.S. assistance programs on the political and economic in- 
tegration of western Europe. Paper prepared for conference of Am. Pol. Sci, Assoc., 
Aug. 27, 1952. (Buffalo: Am. Pol. Sci. Assoc. 1952. Pp. 17.) 


Viner, J. International trade and economic development. Lectures delivered at the Na- 
tional University of Brazil, July and August 1950. (Glencoe, Il.: The Free Press, 1952. 
Pp. 154. $2.75.) 


Balance of payments of the United States, 1949-1951. Prepared in the Office of Business 
Economics, Balance of Payments Division, Bureau of Foreign and Domestic Commerce. 
(Washington: Supt. Docs. 1952. Pp. 165.) 


Balance of payments yearbook. Vol. 4, 1950-1951. Prepared by the Balance of Payments. 
. Div. (Washington: Internat. Monetary Fund. 1952. Pp. 289.) 


Banking and foreign trade. A series of lectures, 5th Internat. Banking summer school, 
Christ Church, Oxford, July 1952. (London: Europa Publications Lid. for the Institute 
of Bankers. 1952, Pp. 259. 15 s.) 


Direction of international trade, Jun.-June 1952. Quart. issue, stat. papers ser. T., vol. III 
no. 5/6. (New York: Statistical Office of the U.N. Pp. 231. 50¢.) 

Direction of international trade, Jan.-July 1952. Supplementary issue stat. papers ser. T, 
vol. YII, no. 7. (New York: Statistical Office of the U.N. Pp. 51. 50¢.) 

The European-coal and steel community (The Schuman Plan). (Washington: Mutual Se- 
curity Agency, Div. of Statistics and Reports. 1952. Pp. 15.) 
Final report of the International Conference on German External Debts. London, Feb.- 
Aug. 1952. Dept. of State pub. 4746, (Washington: Dept. of State. 1952. Pp. 59.) 
Foreign aid by the United States government 1940-1951. A supplement to the Survey of 
Current Business. Prepared by the Clearing Office for Foreign Transactions, Office of 
Business Economics, Dept. of Commerce, (Washington: Supt. Docs. 1952. Pp. v, 118. 
$1.) 

^ Foreign exchange regulations in Great Britain. 6th suppl. (Basle: Bank for Internat. Settle- 

` ments. 1952. Pp. 150. Sw.fr. 15.00.) 

Introduzione statistica allo studio dei problemi economici dell Europa federata. (Genoa: 
Istituto di Economia Internazionale. 1952, Pp. 164. L.1,000.) 

Investment guaranty manual. (Washington: Mutual Security Agency, Industrial Guaranties 
Branch. 1952. Pp. 42.) 

DERP in Italia. (Rome: Missione Speciale per la MSA i in Italia, Divisione Informazioni. 
1952. Pp. 349.) ] 

Mutual security legislation and related documents with explanatory notes. By the House 


Committee on Foreign Affairs, 82nd Cong., 2nd sess. (Washington: Supt. Docs, 1952. 
Pp. 137.) 
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Operation of the trade agreements program, fourth report, July 1950-June 1951. (Wash- 
ington: Tariff Commission. 1952. Pp. 267.) 

Réglementation du commerce de l'or 2t des devises en Belgiques et au Grand-Duché de 
Luxembourg. Suppl. 2. (Basle: Bank Zor Internat. Settlements. 1952. Pp. 90.) 

Réglementation du commerce de l'or ei des devises en Frunce. Suppl. 12. (Basle: Bank for 
Internat. Settlements. 1952. Pp. 100. Sw. fr. 9.00.) 

Report of activities of the Nationcl Advisory Council on international monetary and 
financial problems with message from the President cf the United States COE 
report, June 1952. (Washington: Supt. Docs. 1952. Pp. 77.) 

Second report to Congress on the Mutual Security Program. (Washington: Supt. of Docs. ; 
1952. Pp. v, 48, 30¢.) 

The sterling area—an American analysis. U.S. Econ, Cooperation Administration, Special 
Mission to the United Kingdom. (London: Research and Stat. Div., Econ. Coop. Admin. 
1951. Pp. 672.) 

Together we are strong. Dept. of State pub. no. 4614. Commercial pol. ser. 144. (Washing- 
ton: Supt. Docs. 1952. Pp. 40.) 

The world payments situation, A series of charts with commentary "— to 7th An. 
meeting, Bd. of Govs., Internat. Moretary Fund at Mexico City, Sept. 1952. (Washing- 
ton: Internat. Monetary Fund. 1952. Pp. 34.) & 

United States import duties (1952). Schedules of article: subject to duty and of articles 
free of duty as of July 1, 1952, and. special and administrative provisions of the tariff 
act, as amended as of July 1, 1952. Tariff Commission misc. ser. TC 1.10: Im 1/4/9052. 
(Washington: Supt. Docs. 1952. Pp. 4-7 unb.) 

Yearbook of international trade statistics, 1951. UN pub. 1952: xviii. 7. (New York: 
Columbia Univ. Press. 1952. Pp. 272. $2.50.) 

Yearbook of the United Nations, 1951 With an account of proceedings of the 6th Sess. 
‘of the General Assembly. (New York: Columbia Univ. Press. 1952. Pp. ix, 1030. $12.50.) 


Business Administration 


DrzBorp, J. Automation: the advent of the automatic factory. (New York: D. Van 
Nostrand Co. 1952. Pp. ix, 181. $3.) 

By automation the author means “automatic operazion and the process of. making 
things automatic.” He is primarily coacerned with uses of automatic controls in business 
and industry. 

Hatt, H. R. Some observations on executive retirement, (Boston: Div. of Research, Grad. 
School of Bus. Admin., Harvard Univ. 1953. Pp. xiv, 298. $3.75.) . 

Kerrey, P. C. and Lawver, K. Case prablems in small business management. (New York: 
Prentice-Hall. 1952. Pp. xiii, 257. $2.85 ) . 

Spencer, W. H. and Guram, C. W. A textbook of law and business. 3d ed. (New York: 
McGraw-Hill 1952. Pp. xi, 838. $7.50. 

Wenpine, N., editor. Vertical integratior. in marketing. Bur. Econ. and Bus. Research bull. 
74. (Urbana: Univ: of Illinois. 1952. 2p. 169. Single copies gratis.) 

WirLIAMSON, H. F. Winchester: the gin that won the west. (Washington: Sportsman’s 

. Press. 1952. Pp. xvi, 494, $10.) ' : 

Report of the twenty-fourth annual Foston Conference on Distribution spons. by the 

. Boston Chamber of Commerce in cocperation with Harvard and Boston Univ. Gradu- 
ate Schools of Bus. Admin. and Mass. Inst. of Technolozy. (Boston: Boston Conference 
on Distribution. 1952, Pp. 103. $3.90.) 


Industrial Organization; Public Regulation of Business 


. 
CumrsreN, H, Theoritische Betrachtunzen zuy schweizerischen Kriegswirtschaftspolitik. 
(Bern: A. Francke. 1952. Pp. iii, 146. Sw. fr. 15.) 
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Gorwata, A. D. The role of the administrator: past, present and future. (Poona: Gokhale 
Institute of Econ. & Politics. 1952. Pp. 44. Rs. 2.) . 


Hats, R. L. Freedom through law—public control of private governing power. (New York: 
Columbia Univ. Press. 1952; Pp. xvi, 591. $7.50.) 

The book is concerned’ ptimarily with “the distribution of economic liberty in the 
broad sense of freedom from restrictions on one's economic activities as consumer or 
as producer. The four main parts of the book are concerned respectively with: the 
legal bases of economic inequality; common-law adjustments of conflicting economic. 
liberties; the protection which the Constitution affords to economic liberty and equality; 
and political processes for adjusting conflicting liberties. Considerable attention is given 
to problems of taxation, wage regulation, public utility regulation. 

Rosson, W. A., editor. Problems of nationalized industry. An expansion of essays which 
first appeared in a special'issue of Political Quarterly. (London: Allen & Unwin. 1952. 
Pp. 390.) 

Sovre, G. H. Compilation showing progress and status of the defense minerals produc- 
tion program, (Washington: Supt. Docs. 1952. Pp. 70.) . 

WELLS, H. A. Monopoly and social control. (Washington : Public Affairs Press. 1952. Pp. 
ix, 158. $3.25.) 

Wu, Y. L. Economic warfare. (New York: Prentice-Hall. 1952. Pp. xii, 403. $4.50.) 

Antitrust laws with amendments 1890-1951. (Washington: Supt. Docs. 1951. Pp. 104.) 


Consolidated. interpretation bulletin. Prepared by the Wage Stabilization Board. (Washing- 
ton: Supt. Docs. 1952. Pp. 60.) 


Defense programs: federal aids for facilities expansion. (Washington: Defense Production 
Admin. 1952, Pp. 25.) ` 

Directory of commodities and services exempted or suspended from price control, 3d ed. 
Covers all regulations issued through Dec, 18, 1952, by the Office of Price Stabilization. 
(Washington : Supt. Docs. 1952. Pp. 71.) 


FTO's defense of its research and .NAM's reply. Econ. Pol. Div. ser. no. 49. (New York: 
Nat. Assoc. of Manufacturers of the U.S. 1952. Pp. 71.) 


Problems of small business related to the national emergency: field operations of the 
small defense plants administration. Hearings before subcommittee no. 1 of the House 
Select Committee on Small Business, 82nd Cong., 2nd sess., Pt. 4. (Washington: Supt. 
Docs. 1952. Pp. 809.) 

Study of monopoly power. Hearing before the Antitrust Subcommittee of the House 
Committee on the Judiciary, 82nd Cong., 2nd sess., on newsprint expansion, Oct. 1952. 
(Washington: Supt. Docs. 1952. Pp. 27.) 


. Study of Securities and Exchange Commission. Hearings before a subcommittee of the 


House Committee on Interstate and Foreign Commerce, 82nd Cong., 2nd sess. Pt. IT, 
Direct placements of corporate securities. (Washington: Supt. Docs. 1952. Pp. 270.) 


Public Utilities; Transportation; Communications 


BRYAN, L. A. Operating costs of a light aircraft fleet: a case study. Aeronautics bull, no. 
10. (Urbana: Univ, of Illinois Inst. of Aviation. 1952. Pp. 9.) l 
Davipsow, S. The plant accounting regulations of the Federal Power Commission, a critical 
analysis. Michigan bus. stud, vol. Xl, no. 1. (Ann Arbor: Univ. of Michigan Press. 1952. 

Pp. 163. $2.) 

MancoriN, E. and McLennon, W. P. Transportation factors in the marketing of newsprint. 
Transportation ser. no. 2. (Washington: Office of the Under Secretary for Transportation, 
Dept. of Commerce. 1952, Pp. ix, 126. 40¢.) 

Van Metre, T. W. Indusirid trafic management. (New York: McGraw-Hill. 1953. Pp. 
xii, $52. $6.50.) ; 

The treatment is from the point of view of the consumer of tanportaton services, 
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and hence is primarily concerned “with the practical aspects of traffic management, ` 
with the day-to-day duties of the professional traffic manager.” 

1953 Federal aid airport program. (Washington: Civil Aeronautics Admin. 1952. Pp. 26.) 

Het Nederlandse luchthaven-vraagstuk (Centralisation or decentralisation of the Dutch air- 
port capacity.) Pub. of the Stichting voor Economisch Onderzoek of the University of 
Amsterdam. (Leiden: Stenfert Kroese. 1952. Pp. 69. f 3,50.) 

Uniform system of accounts for railroad companies, prescribed by the Interstate Commerce 
Commission in accordance with section 20 of the Interstate Commerce act, issue of 1952, 
effective Oct, 1, 1952. (Washington: Supt. Docs. 1952. Pp. 132.) 


Industry Studies 


Hower, L. D. Marketing and manufacturing services and margins for textiles. Dept. of 
Agric. tech. bull. no. 1062. (Washington: Supt. Docs. 1952. Pp. 294.) 

THOMPSON, J. H. The manufacturing industries of West Virginia. (Morgantown: Bur. of 
Bus. Research, West Virginia Univ. 1952. Pp. vii, 67.) 

Census of manufacturers: 1947—indexes of production. Manufacturing production indexes 
for 1947 relative to 1939, besed largely on Census of Manufacturers data. (Washing- 
ton: Supt. Docs. 1952. Pp. viii, 99. $1.75.) 


Land Economics; Agricultural Economics; Economic Geography 


CooLsEN, F. G., Myers, W. S., Martin, J. W. Paducah and Western Kentucky income, 
labor and retail trade patterns. With supplementary study by J. W. Martin, Paducah 
and McCracken County revenue base. (Frankfort: Agricultural and Development Bd. of 
Kentucky. 1952. Pp. v, 68.) 

Foy, B. L., compiler. A biblicgrathy for the TVA program, (Knoxville: Tenn. Valley 
Authority, Library. 1952. Pp. 34.) 

Frype, M. M. Selected works on Polish agrarian history and agriculture. A bibliographical 
survey. (New York: Mid-European Studies Center. 1952. Pp. 87. 50¢.) 

Gorpperc, R. A. The soybean industry—mwith special reference to the competitive position 
of the Minnesota producer and processor. (Minneapolis: Univ. of Minnesota Press. 1952. 
Pp. xv, 186, $5.) 

Hacvz, D. C. and Newman, P. K. Costs in alternative locations: the clothing m 
Nat. Inst. Econ. and Soc. Research occas. papers XV. (New York: Cambridge Üniv. 
Press. 1052. Pp. vii, 73. $2.50.) 

Hardin, C. M. The politics of agriculture; soil conservation and the struggle for power in 
rural America. (Glencoe, Ill. : Free Press. 1952.) 

Howazp, M. S. and others. Housing needs and preferences of farm families—a comparison 
of data from studies in four regions. Dept. of Agric, Bur. of Human Nutrition and 
Home Economics. (Washington: Supt. Docs. 1952. Pp. 63.) 

Jewxes, J. The control of the location of industry in Great Britain, Nat. econ. prob. ser., 
no. 446. (Washington: Am. Enterprise Assoc. 1952. Pp. 36. 50¢.) 

Kicer, H, C. Grower attitudes toward marketing tobacco cooperatively, Dept. of Agri- 
culture, Farm Credit Admin. circ. C-144. (Washington: Supt. Docs. 1952. Pp. 54.) _ 

Mercatr, J. E. The agricultural economy of Indonesia. Dept. Agric. monog. 15. (Wash- 
ington: Supt. Docs. 1952. Pp. ix, 100. 30¢.) 


Scrat, H, G. assisted by Hr, H. J. Food and agricultural programs in West Germany 
1949-51. (Bad Godesberg-Mehlem : Hist. Div., Office U.S. High Commissioner for 
Germany. 1952. Pp. vii, 202.) e 


Sora, L. How farm people learn new methods. An agriculture committee report. Planning 
pamph. no. 79. (Washington: Nat. Planning Assoc. 1952. Pp. viii, 23. 50¢.) 
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ZIMMERMAN, C. C. and DuWors, R. E. Graphic regional sociology (a study in American 
social organization). (Cambridge: Phillips Book Store. 1952. Pp. x, 206. $3.50.) 


Administrative rules and regulations under Section 8 of the National Housing act; a new 
section added to title I of the National Housing act. (Washington: Federal Housing 
Admin. 1952..Pp. 19.) 


Agriculture's capacity to produce; possibilities under specified conditions. Prepared by the 
Bureau of Agricultural Economics under the auspices of the Land Grant College-De- 
partment of Agriculture Joint Committee on Agricultural Production Capacity. Agric. 
inf. bull. no. 88. (Washington : Supt, Docs. 1952. Pp. 62.) 


The ‘allocation of costs of federal water resources development projects. Report to the 
House Commitiee on Public Works from the Subcommittee to Study Civil Works, 82nd 
Cong., 2nd sess. (Washington: Supt. Docs. 1952. Pp. 31.) 


The civil functions program of the Corps of Engineers, U. S. Army. Report to the House 
Committee on Public Works from the Subcommittee to'Study Civil Works, 82nd Cong, 
2nd sess. (Washington: Supt. Docs. 1952. Pp. 39.) 


Commodity Exchange act as amended. Rules and regulations of the Secretary of Agri- 
culture, Prepared by Commodity Exchange Authority. (Washington: Supt. Docs. 1952.) 


The Durban housing survey—a study of housing in a multi-racial community. Addl. rept. 
no. 2 of Natal Regional Survey by Research, Sec, Dept. of Econ.,- Univ. of Natal. 
(Durban: Univ. of Natal Press. 1952. Pp. xii, 508. 35 s.) 


Economic evaluation of federal water resource development projects. Report to the House 
Committee on Public Works from the Subcommittee to Study Civil Works, 82nd Cong., 
2nd sess. (Washington: Supt. Docs. 1952. Pp. 55.) 

50 Years of reclamation: financial report to the nation's stockholders, 1902-1952. (Wash- 
ington: Supt. Docs. 1952, Pp. 32.) 

The flood control program of the Department of Agriculture, Report to the House Com-: 
mittee on Public Works by Mr. Jones of Alabama from the Subcommittee to Study Civil 
Works, 82nd Cong., 2nd sess. (Washington: Supt. Docs, 1952. Pp. 43.) : 

Futures markets. Commodity Exchange act and Commodity Exchange Authority. Dept. of 
Agric. leaflet no. 330. (Washington: Supt. Docs. 1952. Pp. 12.) 

Hells Canyon dam. Hearings before the Subcommittee on Irrigation and Reclamation of 

| the House Committee on Interior and Insular Affairs, 82nd Cong., 2nd sess. (Washington: 
Supt. Docs. 1952. Pp. 897.) 


Materials survey: copper. Compiled for the Nat. Security Resources Board by the Dept. 
of the Interior, Bureau of Mines with the cooperation of the Geological Survey. (Wash- 
ington: Supt. Docs. 1952. var. pp.) 

New housing in metropolitan areas, 1949-51. BLS bull. no. 1115. (Washington: Supt. Docs. ` 
1952. Pp. 64.) ` 

OZ and Leasing act of 1920 with amendments and other laws relating to mineral lands. 
(Washington: Supt. Docs. 1952. Pp. 347.) 

. Petroleum productive capacity; a report on present and future supplies of oil and gas. 
Presented by the Committee on Oil and Gas Availability, Jan. 1952 to the Nat. 
Petroleum Council. (Washington: Nat. Petroleum Council. 1952. Pp. 102.) 
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Pp. 6. 

Stones, F. Price policy in a nationally administered indastry. Jour. Indus. Econ., Nov. 
1952. Pp. 11. 
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Tosin, J. A survey of the theory of rationing. Econometrica, Oct. 1952. Pp. 33. 

WIENSHIENK, R. and FELDMAN, F., Current challenge of military contract termination. 
Harvard Law Rev., Nov. 1952. Pp. 34. 

Yosupr, H. B. Economic mobilization planning between the two world wars. Milit. Affairs, 
winter 1951. Pp. 6. 

New thinking on monopoly. Planning, Oct. 20, 1952. Pp. 11. 

A symposium on the organization for defense mobilization. Pt. I. Fed. Bar Jour., Sept. 
1952. Pp. 69. Š ° i 

The dilemma of cntitrust aims. Comments by T. Levitt and W. H. Martin with replies by 
W. Adams. Am. Econ. Rev., Dec. 1952. Pp. 16. 


Public Utilities; Transportation; Communications 


LEUCHTENBURG, W. E. Roosevelt, Norris and the “seven little TVA'S Jour. Politics, Aug. 
1952. Pp. 24. 

Mever, H. R. Die ertragslage der eisenbahnen und die tariferhöhungen, Schweiz. Zeitschr. 
f. Volkswirtschaft und Stat., Oct. 1952. Pp. 9. 

Srantey, D. S. What's air-mail subsidy all about? Current Econ. Comment, Aug, 1952. 
Pp. 9. 

The organisation of British railways. Pub. Admin., autumn 1952. Pp. 18. 

Private industry and atomic power—a symposium. Bull. Atom. Sci., Nov. 1952. Pp. 14. 


Industry Studies 


Dreborp, J. The significance of productivity data. Harvard Bus. Rev., July-Aug. 1952. 
Pp. 11. 

Kine, A. L. Statistics relating to the petroleum industry, with particular reference to the 
United Kingdom. Jour. Royal Stat. Soc., vol. CXV, part IV, 1952. Pp. 32. 

NETTL, P. Some economic aspects of the wool trade. Oxford Econ. Papers, July 1952. 
Pp. 33. 

Ryan, J. Statistics of tins and cans. Jour. Royal Stat. Soc., vol. CXV, Part IV, 1952. 
Pp. 37. g 

Saunpers, C. T. Consumption of raw materials in the United Kingdom: 1851-1950. Jour. 

- Royal Stat. Soc., vol” CXV, part III, 1952. Pp. 41. 


Land Economics; Agricultural Economics; Economic Geography 


ANDREWS, S. The American farmer in the world picture. Dept. of State Bull, Nov. 3, 
1952. Pp. 9. 

Baxer, J. D., Je. and PaanrsERG, D. How accurate is outlook? Jour. Farm Econ., Nov. 
1952, Pp. 11. 

Bean, L. H. Are farmers getting too much? Rev. Econ. Stat., Aug. 1952. Pp. 7. 
Bzrsmaw, J. P. Crisis in farm production in Australia. Jour. Farm Econ., Nov. 1952. 
Pp. 12. i 
BENEKE, R. Some effects of income tax regulations on farming efficiency. Jour. Farm 
Econ., Nov. 1952. Pp. 15. 

Brapy, G. S. TAinking ahead. (Raw materials outlook.) Harvard Bus. Rev., Nov. Dec. 
1952. Pp. 8. 

D’Ascorr, C. A. Reforma ogzaria y extensión de las explotaciones agrícolas. El Trimestre 
Econ., July-Sept. 1952. Pp. 14. 

DRAZE, L. S. Comparative productivity of share- and CUSTOM. systems of tenure. Jour. 
Farm Econ., Nov, 1952. Pp. 16. 
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Eaxens, R. H. Od imports and the U.S. economy. Dept. of State Bull, Nov. 10, 1952. 
Pp. 3. : 


Heapy, E. O. Diversification in resource allocation and minimization of income variability. 
Jour. Farm Econ., Nov. 1952, Pp. 15. 


Hue, G. J. Regional economic development in the United States, Weltwirtschaft, Archiv, 
vol, 69, no. 1, 1952. Pp. 40. 


IsaRp, W. Current developments in regional analysis. Weltwirtschaft. Archiv, vo), 69, no. 
1, 1952. Pp. 11. 


Jones, W. O. The new agricultural economics. Jour. Farm Econ., Nov. 1952. Pp. 10. 


JompAw, L. Do we need more federal power authorities? Pub. Util. Fortnightly, Dec. | 4, 
1952. Pp. 9. 


Lus, I. Two patterns for land reform: the free world vs. the Soviet. Dept. of State 
Bull., Dec. 22, 1952. Pp. 12. 

Mason, E. S. An American view of raw materials problems. Jour, Indus. Econ., Nov. 1952. 
Pp. 20. 

MILLER, J. P. The New England economy: a federal problem? Yale Rev, Dec. 1952. 
Pp. 16. 

Nicwotts, W. H. A research project om southern economic development, with borticular 
reference to agriculture. Econ. Develop. end Cult. Change, Oct. 1952. Pp. 6. : 
. Multible-unit operations and gross labor productivity within the old cotton bel. 
Jour. Farm Econ., Nov. 1952. Pp. 19. -7 
Oc#oa, R. La mecanizacion agricola ex nuestro pais. Rev. de Econ. (Montevideo), June- 
July-Aug. 1952. Pp. 25. 

Repman, J. C. Economic aspects of fezding jor milk production. Jour. Farm Econ., Aug. 
1952. Pp. 13. 

WapswonTH, F., H. Inter-American action to preserve forests. Dept. of State Bull, Sept. 
29, 1952. 

WITESEL, T. L. Natural gas conservation as a national problem. Current Econ, Comment, 
Aug. 1952. Pp. 15. 

Appraisal of the agricultural capacity of the United States. Indus. and Lab, Nov. 1, 1952. 
Pp. 3. 

Colima Basin’s first harvest. Reclamation Era, Nov. 1952, Pp. 5. 


Labor 

ACKERMAN, L. J. and McKAIN, W. C., Jr. Retirement programs for industrial workers, 
Harvard Bus, Rev., July-Aug. 1952. Pp. 12. 

ALLEN, V. L. Incentives in the building industry. Econ. Jour., Sept. 1952. Pp. 14. 

Brinkmann, D. Grundsütsliches zur stellung des arbeiters im betrieb. Wirtschaft und 
Recht, vol. 4, no. 3, 1952. Pp. 7. 

BURCKHARDT, L, Vom mitsprache-und mitbestimmungsrecht der arbeitnehmer im Ausland, 
Wirtschaft und Recht, vol. 4, no. 3, 1952. Pp. 21. 

Croox, W. H. Recent developments in the north-south wage differential. Indus. Lab. Rel. 
Rev., Oct. 1952, Pp. 12. 5 

Dupriez, L.-H. Les rémunérations en Belgique de 1936 à 1952. Bull. de Inst. de 
Recherches Écon. et Soc., vol. XVIII, no. 5, 1952. Pp. 44. . 

Gersxovic, L, Entwicklung und aufbau der volksausschiisse als organ der selbstverwaltung 
in Jugoslawein 1941-1952. Europa Archiv, Nov. 20-Dec. 5, 1952. Pp. 6. 

Gurron, J. Die erste bilanz der Franzósischen sozialversicherung. Europa Archiv, Sept. 5, 
1952. Pp. 6. 

Hauser, W. Wege zum mitspracherecht der arbeiter in der Schweiz. Wirtschaft und Recht, 
vol, 4, no. 3, 1952. Pp. 8. s 
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Herserc, W. Jewish labor movement in the United States: World War. I to the present. 
Indus. Lab. Rel. Rev., Oct. 1952. Pp. 23. 

KNOWLES, K. G. F. C. and Romanis, A. Dockworkers earnings. Bull. Oxford Univ. Inst. 
Stat., Sept. and Oct. 1952. Pp. 37. 

. Levine, M. and Nix, J. Shift operations and erential in union contracts, 1952. Mo. 
Lab. Rev., Nov. 1952. Pp. 4. 

Lovett, H. G. The pressure lever in mediation. Indus, Lab. Rel. Rev, Oct. 1952. Pp. 11. 

McKetvey, J. T. Trade union wage policy in postwar Britain, Indus. Lab. Rel. Rev., Oct. 
1952, Pp. 17. 

Miter, F, S. Household: employment à in the United States. Internat. Lab. Rev., Oct. 1952. 
Pp. 20. 

Moser, G. V. The international. labor organization, Harvard Bus. Rev., July-Aug. 1952. 
Pp. 12. 

PetsHex, K. R. and PAScHELL, W. Financing of union. activities. Mo. Lab. Rev., Oct. 1952. 
"Pp. 8. 

Perspex, K. R. The seventy-first convention of the AFL, Mo. Lab. Rev., Nov. 1052. 
Pp. 3. 

Porrack, J. Kaiser-Frazer UAW -CIO social security program. Indus. Lab. Rel. Rev., Oct. 
1952. Pp. 16. 

REES, A. Industrial conflict and business fiuctuations: Jour. Pol Econ., Oct. 1952. Pp. 12. 

RopniQuzz, F. El fin economico de la empresa. Politeia, vol. IV, no. 1, 1952. Pp. 15. 

RorrENBERG, S. Problems in inter-spatial comparisons of worker efficiency: illustrations 
from Puerto Rico. Jour. Am, Stat. Assoc., Dec: 1952. Pp. 6. 

Savtzs, L. R. and Strauss, G. Conflicts within the local union. Harvard Bus. Rev., Nov.- 
Dec, 1952. Pp. 9. ; 

SCHWEINCRUBER, E. Arbeitsrechtliche Chronik 1951. Wirtschaft ‘und Recht, vol. 4, no. 3, 
1952, Pp. 7. 

SHANKLIN, J. E. The employer's duty to supply data for collective. bargaining. Mo. Lab. : 
Rev., Oct. 1952. Pp. 7. ] 
Suuncrrrr, A. W. Wage developments in Japan during the occupation. Mo. Lab. Rev., 

Oct. 1952. Pp. 57 

SricHTER, S. Current labor trends and problems and Taft-Hartley Act. Com. Fin. Chronicle, 
Oct. 30, 1952. Pp. 7. « 

Storer, H. Zum problem der missbrüuchlichen kündigung im. künftigen arbeitsrecht. 
Wirtschaft und Recht, vol. 4, no. 3, 1952. Pp. 7. 

Stone, R. C. Conflicting approaches to the study of worker-manager relations. Social 
Forces, Dec. 1952. Pp. 7. 

Srravss, G. and Savres, L. R. Patterns of participation in local unions. Indus. Lab. Rel. 
Rev., Oct. 1952. Pp. 13. 

Stucke, A. L. and Haase, H. F. Construction labor, on public housing in the south. Mo. 
Lab, Rev., Oct. 1952. Pp. 7. 

Tavron, C. E. The jobs of federal white-collar workers. Mo. Lab. Rev., Nov. 1952, Pp: 6. 

Turner, R. H. Foci of discrimination in ahe. employment of nonwhites. Am. Jour, Soc., 
Nov. 1952. Pp. 10. 

VAN DEN WYENBERCH, W. Das PEE des mitbestimmungsrechtes in Deutschland seit 
1945, seine diskussion und ansütze zu seiner lösung durch die gesetzgebung. Politeia, vol. 
IV, no. 1, 1952. Pp. 15. 

VANNUTELLI, C. Wage structure and the cost of labour in Italy. Rev. Econ. Conditions in 
Italy, Sept. 1952. Pp. 23. 

Vorsrs, M. and OLIVIER, L. L'association ouvriers-patrons pour la gestion de Pentreprise en 
France. Politeia, vol. IV, no. 1, 1952. Pp. 9. 
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von CASTELBERG, G. Die erhaliung wichtiger, in ihren existenzgrundlagen gefdhrdeter 
wirtschaftssweige oder berufe. Wirtschaft und Recht, vol. 4, no. 3, 1952. Pp. 18. 


von Horsten, E. Standard of living and real wages in various countries. Skandinav, Bank. 
- Quart. Rev., July 1952. Pp. 3. 


WacaeNHEDM, H. German labor asks co-management. For, Affairs, Jan. 1953. Pp. 11. 
WESTRATE, C. Industrial peace in the Netherlands. Indus. Lab. Rel. Rev., Oct. 1952. Pp. 6. 


WiESMAN, B. International labor cooperation:a powerful adjunct to the U.N. Dept. of State 
Bull., Nov. 24, 1952. Pp. 4. 


WorrEIN, S. L. Job tenure of American workers. Mo. Lab. Rev., Sept. 1952. Pp. 6. 
Forced labor in the Soviet Union. Dept. of State Bull., Sept. 22, 1952. Pp. 8. 


I problemi dzi lavoro. A series of papers by various authors presented at the 1950 meetings 
of the Societa Italiana di Economia Demographia e Statistica. Riv. Ital de Econ. 
Demografa e Stat., July-Dec. 1951. Pp. 562. 


Workplace security. Oriental Econ., Nov. 1952, Pp. 3. 


' Population; Social Welfare and Living Standards 


ConEN, W. J. Social Security Act amendments of 1952. Soc. Sec. Bull., Sept. 1952. Pp., 7. 


DicxiNsoN, F. G. and WELKER, E. L. Mortality trends in the United States 1900-1949, 
Jour. Am. Med. Assoc., Sept. 1952. Pp. 32. 


Konzysski, S. Le peuplement des grandes agglomérations urbaines. Londres et Paris aux 
XIX et XXe siècles. Population, Julv-Sept. 1952. Pp. 36. 


LECLERC, J. Sécurité sociale et eporgne publique. Rev. Sci. et Lég. Finan., Oct.-Dec. 1952. 
Pp. 16. 

Myrar, G. Les aspects économiques. de Ja santé. Rev. Econ., Nov. 1952. Pp. 20. 

NirsoN, S. S. La théorie de population d'Adam Smith. Population, July-Sept. 1952. Pp. 8. 


Scuurz, T. The cost of inexpensive nutrition before and after tke war. Bull. Oxford Univ. 
Inst. Stat., July 1952. Pp. 14. 


Smcet, J. S. and HAwarrox, C. H. Some considerations in the use of the residual method 
of estimating net migration. Jour. Am. Stat. Assoc., Sept. 1952. Pp. 26. 


Spertinc, H. Die erndhrungsphysiologischen grundtatsachen und ihre volkswirtschaftliche 
bedeutung. Schmollers Jahrb., vol. 72, no. 4, 1952. Pp. 36. 


Vance, R. B. Is theory for demographers? Social Forces, Oct. 1952. Pp. 5. 


von RrwscHa, H. Die entwicklung der russlandischen emigration nach dem zweiten | 
weltkrieg. Europa Archiv, Nov. 20-Dec. 5, 1952. Pp. 14. 


Institute on consumer problems: excerbts from talks given at CU's 1952 conference, co- 
sponsored by Kansas State College. Consumers Rept., Sept. 1952. Pp. 3. 
Postwar use of consumer funds. Fed. Res. Bull., Sept. 1952. Pp. 7. 


Unclassified Items 


MaTHERLY, W. J. and McFerrm, J. E. The history of the Southern Economic Associa- 
tion. So. Econ. Jour., Oct, 1952. Pp. 18. 


NOTES 


John H. Williams, of Harvard University, has been appointed chairman of the American 
Economic Association nominating committee for the current year. He would appreciate 
having suggestions for officers for next year at as early a date as possible. Such suggestions 
may be addressed to him at the Federal Reserve Bank of New York, 33 Liberty Street, 
New York, N.Y. 


Retirements 


The following members of the profession have been reported as retiring from teaching 
at the end of the current academic year: 

Julius B. Bezrnson, professor of economics, department of economics, College of 
Business, University of Utah. 

Orval Bennett, professor of business and government at Washington University, St. 
Louis. 

Pembroke H. Brown, professor of economics, University of Illinois. 

Donald English, professor of accounting, Cornell University. 

S. S, Huebner, professor of insurance, Wharton School, University of Pennsylvania. 

Marion K. McKay, head of the department of economics, School of Business Administra- 
tion, University of Pittsburgh. i 

Harry J. Ostlund, associate professor of accounting, School of Business Administration, 
University of- Minnesota. 

E. C. Stone, professcr in the School of Business Administration, University of Pittsburgh. 

Nina L. Yóuags, instructor in accounting, School of Business Administration, University 
of Minnesota. - 

VISUAL MATERIALS IN Economics 


A Visual Economics Laboratory was established at Columbia University in November 
1951 and was financed for a year by a grant from the Alfred P. Sloan Foundation. 
[Trustees of the Fourdation have made an additional grant to cover the budget of the 
Laboratory until November 1953. Dr. Arthur Dahlberg is director of the Laboratory. The 
visual materials that are being prepared are in process of testing in courses in economics in 
Columbia College. Upon completion+of the tests the entire output of the Laboratory will 
be made available to other colleges and universities. The material will probably be ready 
for distribution at the end of the current academic year. 


Socar Science RESEARCH COUNCIL ANNOUNCEMENTS 


The Social Science Research Council announces a new program of stipends and fellow- 
ships designed to identify and assist able students at an early stage of their education. A 
grant from the Ford Foundation enables the Council to offer, during a period of three or 
four years beginning in 1953, Undergraduate Research Stipends which may be followed 
by First Year Graduate Study Fellowships. Undergraduate Research Stipends will be awarded 
to college juniors who will devote eight weeks or more during the summer between their 
junior and senior y2ars to research under the guidance of designated faculty supervisors. 
Awards of First Year Graduate Study Fellowships will be made in the latter part of the 
senior year to about one-half of the undergraduate stipend holders who have shown 
superior promise of making successful careers in the scientific study of human behavior. 

The Socia! Science Research Council also announces a Summer Institute in Mathematics 
for Social Scientists to be held at Dartmeuth College, Hanover, New Hampshire, from 
June 22 to August 14, 1953. The Institute is open to faculty members and predoctoral and 
postdoctoral students who wish to improve their mathematical training. Holders of the 
bachelor's degree who are about to enter graduate schools may also be admitted. Enroll- ` 
ment will be limited to about thirty. 
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` Deaths 
Franz K. Balling died August 6, 1952. 


Truman C. Bigham, chairman of graduaté work and professor of economics, University 
of Florida, died December 29, 1952 in Dallas, Texas. 


Frank Buchanan, U.S. Congressman, died April 27, 1951. 
Clive Day, of Yale University, died July 27, 1951. 
Elisha M. Friedman died March 25, 1951. 
' Ernest H. Hahne, of Miami University, Oxford, Ohio, died November 25, 1952. 
Donald J. Hay, of the University of Flinois, died November 1, 1952. 
Donald M. Marvin died April 1, 1952. . 
Arthur E. Murdoch died July 17, 1952. a 
Edwin F. Wendt died September 30, 1232. E ^ 
William M. Whitten. ag i 


Appointmeats and Resignations 


Stephen G. Allen, formerly of Stanfcrd University, has. joined the faculty of the Uni- 
versity of Minnesota as assistant professoz of statistics. 

Clay J. Anderson has been granted a year’s leave of aksence from the Federal Reserve - 
Bank of Philadelphia to serve as adviso> to the Union Baak of Burma, Rangoon, Burma. 

John W. Anderson, of Indiana University, has been appointed assistant professor of ac- 
counting in the College of Business Administration of the University of Georgia. 

Werner Baer has joined the staff of Bache & Company, members of the New York-Stock 
Exchange, as security analyst. ‘He continues to teach.economics in the School of General 
Studies at Hunter College. 

C. Kenneth Beach, of the School of Irdustrial and Labor Relations, Cornell University, 
has been granted a leave of absence tc serve as coordinator of training activities for 
Arabian American Oil Company. 

Richard F. Behrendt is chief of the United Nations Technical Assistance Missión to 
Paraguay and advisor to Paraguay's National Planning Commission for Economic De- 
velopment, He will occupy a new chair ior sociology and international economics at the 
University of Bern, Switzerland, in the fall 5f 1953. 

Russell Bowers, formerly professor of accounting. at the University of Georgia, hás 
been appointed lecturer in business administration in the Schcol of ‘Business Administration, 
Emory University. 

John W. Bowyer, Jr., has been appoin-ed assistant professor of finance in the School ` 
of Business and Public Administration of Washington Universi-y, St. Louis. 

Edward C. Budd has been promoted from instructor to assistant Protesier of economics 
at Yale University. 

David W. Bussell has resumed teaching at the Ohio State University after having been : 
in active service in the U.S. Navy for one and one-half years. . 

J. Carl Cabe has been appointed assistant professor of. economics at the University of . 
Kansas. r 

Arthur E. Carlson has been appointed. assistant professor of management in the School 
of Business and Public Administration of Washington University, St. Louis. 

William T. Chaffin has resigned as assistant professor of accounting in ue College of 
Business Administration of the University of Tennessee. 

Ralph J. Chances has been appointed assistant professor of economics in the College; of 
Business Administration, Tulane University. e 

-Wen-yu Cheng has been promoted to assiztant professor of aconomics at Marietta Col- 
lege. 


NOTES "EF , 77 3 


M. Gardner Clark, of the New York State School of Industrial and Labor Relations, 
Cornell University, is in Milan making a study of labor problems in the Italian metal 
industries under a Fulbright grant. i 

Neil Corothers, dean emeritus, Lehigh University, hàs eiim from Korea, where he 
' has been on special assignment as general economist, United Nations Civil Assistance Com- 

mand, Eighth Army, and »ersonal adviser to the Commanding General, Civil Affairs, Korea. 

Wilfrid H. Crook is on leave of absence from Colgate-University to do further research 
on the general strike, under the auspices of the Social Science Research Council. 

Ben F. Curry was lecturer in labor economics at the University of North Carolina in the 
‘winter quarter. 

A. M. Dreyer has been promoted from assistant professor to associate: professor of | 
economics at the University of South Dakota. ] 

Otto H. Ehrlich has been promoted to associate professor of economics at the Gradu- 
ate School of Arts and Science of New York University. 

Emanuel R. Fuchs has been appointed staff économist to the Department of Interior’s 

- Missouri Basin Field Committee. - 

Paul R. Gawthrop has been promoted to assistant sas of economics and business 
administration and acting head of the department at Marietta College. 

Victor Gerdes, of the University of Wisconsin, has been appointed assistant professor 
of economics at Beloit College. 

Frank F. Gilmore has been appointed associate professor of EM in the School 
of Business and Public Administration, Washington University, St. Louis. 

Paul N. Guthrie has been on leave from the University of North Carolina in the fall 
and winter quarters to serve first as a public member of thé Wage Stabilization. Board 
and then as the President's representative in the handling of wàge matters involving the 
railroad system of the couatry. 

Challis A. Hall has been promoted iom assistant professor to associate "professor of 
economics at Vale University. 

Morrison Handsaker, o2 Lafayette College, is on leave this semester to act as consultant 
on labor relations, in Germany, under a grant from the Department of State.. 

. Rector R. Hardin, formerly of Howard.College, has been appointed professor of eco- 
nomics in the College of Business Administration of the University of Georgia. ` 
. Franciscius Harrison, cf Western’ Reserve University, is visiting associate professor of 
management at the Ohio State University during the winter and spring quarters of 1953. 

Samuel P. Hayes, Jr., has returned to Washington to be assistant director of the Mutual 
Security Agency, in charge of Far East programs, after spending a year in Djakarta as 
chief of the ECA-MSA Special Technical and. Economic Mission to Indonesia. 

Harold J. Heck, of Tulane University, received a Fulbright grant to deetuim in the 
1952-53 school year at Waseda University in Tokyo, Japan. - 

Richard L. Hitchcock aas been appointed assistant proio of economics at the Uni- 
versity of Louisville, 

Harvey W. Huegy has zeturned to fending at the University of Dunes after serving the ` 
Irish Free State as consultant, on export problems. ' 

M. J. Jucius, of the Okio State "University, is in Turin, Italy, lecturing id the School of 
Commerce and Engineeripg, University of Turin and in the Institute of Technology, under 
the sponsorship ‘of the National Management Council of the United States and the Turin 
Manufacturers Association. i 

. E. A. Kincaid has been appointed associate chairman of the McIntire School of Business 
Administration of the University of Virginia. 

Frank H. H. King, formerly of the New Mexico Military Tnstituts, has accepted a an. 
pee as lecturer in economics at the University of Hong Kong. `- 
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. Milton R. Konvitz, of the New York State School of Industrial and Labor Relations, 
Cornell University, taught at the Salzburg Seminar last fall and is now engaged in research 
under a fellowship award of the Fund for Advancement of Education. 

Richard Landry has been promoted to associate professor and head of the department 
of economics and business administration of St. Lawrence University. ` 

James H. Lemly, of Indiana University, has been appointed assistant professor in the 
College of Business Administration of the University of Georgia. . 

Richard W. Lindholm has been granted leave from Michigan State College to help 
organize a department of economics in the university being established at Karachi, 
Pakistan and to work with the State Bank of Pakistan. 

Elmer P. Lotshaw has been appointed assistant professor of finance in the School of 
Business and Public Administration of Washington University, St. Louis. 

Friedrich A. Lutz has resigned from Princeton University to accept a professorship in 
economics at the University of Zurich, Switzerland. 

Arthur Mandel, formerly of the University of California at Los Angeles, is now attached 
to the 5th Air Force Headquarters in Seoul, teaching economics in the Far Eastern Teaching 
Program of the University of California. 

Donald J. May has been promoted to assistant professor of economics in the School of 
Business Administration of Emory University. 

Lester B. McAllister, Jr., of the University of Oregon, has been appointed assistant 

„professor of economics at Beloit College. 

David C. Melnicoff has resigned zs business economist for the Federal Reserve Bank of 
Philadelphia and has accepted a position as assistant to the general manager of the Penn 
Fruit Company of Philadelphia. 

Chester A. Morgan has been appointed assistant professor of labor and industrial man- 
agement at the State University of Iowa. . 

Mary E. Murphy, of Los Angeles State College of Applied Arts and Sciences, has been 
awarded a Fulbright grant to lecture at Queensland University, Brisbane, Australia, in 
1953-54, - 

John A. Nordin has been promoted to professor of economics at the Iowa State College. 

Oscar Ornati has been appointed assistant professor in the New Yosk State School of 
Industrial and Labor Relations, Cornell University, effective in July. 

George S. Peck has been appointed assistant professor of money and banking at the State 
University of Iowa. x 

Mark Perlman has been appointed assistant professor in the New York State School of 
Industrial and Labor Relations, Cornell University. ] 

Arthur L. Rayhawk, formerly with the Defense Production Administration, has been 
appointed professor of business administration and director of the Bureau of Business ` 
Research, University of Georgia. - 

Marshall A. Robinson has returned to his duties as assistant professor of economics 
at Tulane University after a year’s leave of absence with the National Bureau of Economic 
Research. 

John H. Roseboom has resigned irom Indiana University to accept an appointment as 
statistician in the Quality Control Division of the U.S. Air Force at Wright Patterson 
Field. 

Edward H. Sargent, Ys is assistant professor in the New York State School at Industrial 
and Labor Relations, Cornell University. 

Alfred L. Seelye, of the University of Texas, has accepted an appointment to teach at 
an'Executive Training Institute, Turin, Italy, from December 1952 to June 1953. 

Lewis Severson will be lecturer in Canberra University College, Canberra, Australia 
during the 1953-54 academic year under a Fulbright award. 
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Leonard S. Silk, after a year spent in research in Norway under a Fulbright grant, is 
now Serving as economic analyst on the staff of the Special Representative in Europe, 
with headquarters in Paris. ` 

Adolf Sturmthal, of Bazd College, is visiting professor at the New York State School of 
Industrial and Labor Relations, Cornell University, in the current academic year. 

Theodore A. Sumberg has accepted a short-term appointment as statistical advisor to 
the Mutual Security Agency Mission to China, Taipei, Formosa. 

John D. Sumner has returned to the University of Buffalo after spending a year and a 
half as economic advisor in the China Mission of the Mutual Security Administration at 
Taipei, Formosa. 

Daniel L. Sweeney has been appointed assistant professor of accounting at the State 
University of Iowa. G 

Arthur R. Upgren is on leave from the University of Minnesota in the winter and spring 
quarters on a Fulbright fellowship for travel, lecturing and studying in Europe, particu- 
larly Denmark. 

Rutledge Vining has been appointed acting chairman of the McIntire School of Business 
Administration at the University of Virginia. 

Porter S. Wood, of Mazshall College, has been appointed assistant professor of accounting 
in the College of Business Administration of the University of Georgia. 

Dallas M. Young, associate professor of economics at Western Reserve University, has 
been appointed acting chairman of the regional Wage Stabilization Board for Ohio and 
Kentucky. 


VACANCIES AND APPLICATIONS . 


— The Association is glad to render service to applicants who wish to make known 
their availability for positions in the field of economics and to administrative officers 
of colleges and universities and: to others who are seeking to fill vacancies. 

The officers of the Association take no responsibility for making a selection among . 
the applicants or following up the results. The Secretary's Office will merely afford 
a central point for clearing inquiries; and the Review will publish in this section brief 
description of vacancies announced :and of applications submitted (with necessary 
editorial changes). Since the Association has no other way of knowing whether or 
not this section is performing a real service, the Secretary would appreciate receiving 
notification of appointments made as a result of these announcements. It is optional 
with those submitting such announcements to publish name and address or to use a 
key number. Deadlines for the four issues of the Review are February 1, May 1, 

* August’ 1, and November 1. : ns 

Communicaticns should be addressed to: The Secretary, American Economic 

Association, Northwestern. University, Evanston, Illinois, . 


: Vacancies 

Sales economist and sales management: Would like to employ men of outstanding 
intellectual ability who have good background in economics and sales psychology 
with the ability of making the customer want to buy. Must be of highest alibee with 
the ability to perform liaison with state and civic officials. Car necessary. Under 30, 
free to travel, interested in $20,000 to $25,000 earnings. Expanding company; 
leader in its field; has openings in a number of states. Write full details.to H. D. 
Umstott, Vice Fresident, National Headquarters, 2701 14th Street, N.W., Washing- 
ton 9, D.C. : 


' Economic analyst: Distinguished national. organization operating primarily:in eco- 
nomic study field desires economic analyst with a background in economics and 
writing ability, preferably in late twenties or early thirties. Probable location 
Washington, D.C. Give education, job experience, salary record. Replies will be 


held in strict confidence, P155 
‘Economics, finance: Wanted a teacher for economics and finance; Ph.D. preferred; 
salary and rank depending upon training and experience. Begin September, 1953. 
Write Dr. Herman P. Thomas, Chairman, Department of Economics, University of 
Richmond, Virginia. i 2i 


Marketing and management: A Southern university will have an opening in September, 
1953, for a young man with a Ph.D., to handle courses in the areas of marketing and 
management, calling for the rank of instructor or assistant professor. Selection of 
courses can be adjusted. Salary is open. : P156 


Marketing: Midwestern university wants man for one-year assignment only, to teach 
marketing, advertising, and sales. This is a temporary appointment to replace a man 
who is to studv for his doctorate. Position open as of September, 1953. P157 


Economists Available for Positions 


Personnel administration, labor relations, banking, theory: Man,. 36, married. Ex-, 
perienced teacher or administration; 12 years of experience in leading universities 
and- business firms. Research, publications, government, and business consultant. 
. . E194 

Economics and business administration: Man, 49, B.S. (agricultural economics), 
M.A,, and near Ph.D. (marketing). Seventeen years of college and university teach- 
ing; extensive business and commercial experience; over 4 years as government 
economist or business analyst. Available immediately, preferably. Pacific Northwest. 
i i E239 


‘Money and banking, fiseal policy, business cycles, international economics, investments: 
Man, 38, married, Ph.D. Experience as a newspaperman and 5 years of teaching 
experience. Desires research or teaching position. TA E265 








Labor economics, industrial and labor relations, labor law, personnel administration, 
economic principles: Man, 27, B.A. (cum. laude); M.B.A. (industrial relations and 
personnel administration), LL.B., New York University. Teaching experience; 3 years 
of experience in collective bargaining negotiations, preparing and arguing arbitration 
cases, administering health and welfare plan; thorough knowledge of NLRB procedures 
and WSB and SSB regulations. Available now for teaching or research. ` E270 


Economic analysis, business cycles, public finance, money and banking, national in- 
tome, international economics, statistics: Man, 34, married, Ph.D. residence com- 
pleted. Seven years as economist-writer with research and investment organization; 
brief teaching experience; research in Middle East conomy. Seeks research, writing, 
or teaching position, West Coast preferred. j E278 


Economic principles, theory, history of economic thought, American economic and 
financial history, security markets, corporation finance, labor and allied subjects: 
Man, 39, married, B.S. (magna cum laude), 1949, M.A., 1950, all examinations and_ 
course requirements toward Ph.D. completed and expects to finish dissertation at 
New York University by June, 1953. Now on teaching staff of Eastern college. 
Seeks teaching position starting September, 1953. E318 


Economics, business law, marketing, retailing, labor relations, labor law, labor eco- 
nomics: Man, 40, B.S., 3 years of law, completing thesis for LL.D., June, 1953, at 
European university. Seven years of university teaching; 4 years of industrial experi- 
ence; 10 years of business experience. Available after June, 1953. E336 


Money and banking, business cycles, theory of statistics, business ‘statistics, economic 
theory, history of economic thought, economic history, international economics: Man, 
31; Ph.D. Brief teaching and substantial research experience. Desires teaching and/or 


research position. Available in September, 1953. E382 


International trade, corporation finance, investments, economic theory, history of eco- 
nomic thought, management, accounting: Man, 30, M.S. (management), M.A. (eco- 
- nomics), Ph.D. expected in June, 1953, University of Illinois. Brief experience in 
teaching; 5 years in foreign trade aad business administration. Available for academic 
- or nonacademic appointment in September, 1953. E414 


Economic analysis, publie finance, foreign trade, money and banking, statistics, U. S. 
economic history, economic geography, personnel: Woman, 29, M.A., Columbia Uni- 
versity. Four years of experience as research-administrative assistant. Available im- 
mediately, $ E418 


Labor, history of economic thought, elementary economics, public finance: Man, 32, 
married, Ph.D. Four years as instructor in Big Ten university. Now employed by 
government agency and as assistant professor at a large Ohio university. Research 
experience and publications. Desires teaching position or job with research and writing 
opportunity. Available in fall, 1953, or January, 1954. ` E419 


Air transportation, international economics, international organization, history of 
economic thought, economic history, contemporary economic theory, public finance: 
Man, 32, B.A., M.A., Ph.D. in economics; 11 years of economic research in several 
areas of the federal government, including national income, fiscal policy, international 
economics, and air transportation; currently employed as economist in one of the 
aviation agencies of the federal government. Desires a teaching position in enna 

` E420 


Statistics, economics, organization and administration: Man, 34, married. Teaching 
and practical experience and command of several languages; seeks position as teacher, 
economist, or research worker. ; E421 


Transportation, public utilities, business and government, insurance, economic history, 
theory, other economics and business: Man, 33, married, M.B.A., Ph.D., California, 
University teaching; government economist; some business experience. Desires 
permanent teaching and/or research position. Available in spring or fall of 1953. 
Roy J. Sampson, Box 304, Route 1, Forest Grove, Oregon. : 
ue———Á————————————Óüà 





International economics, money and credit, principles, Par Eastern economics, public : 
finance, business cycles, price and income analysis, economics of mobilization, 
economic theory and its history: Man, 30, married, B.A, M.S., all course require- . 
ments for Ph.D. Five years of teaching; 3 years as assistant professor and division 
head, Western state college. Chief economist, territorial office, stabilization agency, 
since July, 1951. Seeking teaching, research, or combination. Available in spring, 
summer, or fall semesters, 1953. E422 


Principles, economic history and institutions, government and business, structure of 
the American economy, economics of industry, regional planning, comparative 
economic systems; Man, 29, will receive Ph.D. in January, 1953. Four years of 
teaching experience and 2 of research. Desires teaching position. Prefers West Coast 
but will consider any location. Available in June or September, 1953. E425 


Transportation, U, S. economic history, labor economics, political economy: Man, 
32, B.A. (economics), M.A. in Education, Yale, M.A. (economics); LL.B., Boston, 
Ph.D. residence requirements completed, Experience in teaching, research, and 
writing. Seeks teaching or research position. . E428 


Labor problems, trade unionism, economic principles, economic analysis, social 
Security, money and banking: Man, 29, married, Ph.D, residence and written ex- 
aminations completed. Teaching experience at two large New York universities. Now 
employed by federal government. Desires teaching position. Available EE i 

‘ ~ 29 


Corporation finance, money and banking, accounting, consumer and real estate finance, 
investments: Man, 41, married, Ph.D. in finance and C.P.A. Extensive research 
experience with government agencies, Federal Reserve Bank, and a private research 
organization; 8 years of undergraduate and 3 of graduate teaching; numerous 
‘publications. Currently in an administrative capacity with a research organization. 
Desires to return to teaching. Available in September, 1953. E432 


Labor, comparative economic systems, current economic problems, economic history, 
economic and social thought, money and banking, public finance, international trade, 
personnel and mane policy: Man, 37, married, M.A., and Ph.D. residence 
completed at Columbia University. Six years of teaching economics and social science 
as well as background in adult education; 3 years as editor and research director 
‘in the book publishing and public relations field dealing with labor relations; 3 
years of personnel and industrial relations work in industry; market and opinion 
research experience. Interested in teaching, research, writing, editorial and/or ad- 
ministrative positions. j E434 


Agricultural economics, economic geography, economic analysis, international relations, ` 
international administration, foreign area specialist (Eastern Europe, Far East, Pacific 
Area): Man, 34, married, B.S., Cornell (agricultural economics) ; working on grad- 
uate thesis in underdeteloped area development, American University. Three years in 
private industry, including 1 year private international organization; 6 years with 
federal .government, presently employed in Washington, D.C. Strong sales back- 
ground. Interested in administrative or research position, government or private 
industry; will consider outstanding sales position, particularly export-import field. 
Willing to relocate; particularly interested in Mountain States or far West. E435 


Economic princibles, business cycl es, public utilities, transportation: . Man, Ph.D., 
California. Broac experience in teaching and as economist with nationally known cor- 
poration, Available in September, 1953. E436 


Economic analysis, business cycles, labor economics, fiscal policy, money and banking, 
history of economic thought, statistics: Man, 34, married, A.B., M.A., Ph.D., from 
a large Eastern university (magna cum laude). Two years of experience in economic 
research and accounting in a large corporation; 4 years of experience in theoretical 
economic research in the federal government; publications, Desires a position some- 
where in the West in fields of economic research, industrial relations, marketing, or 
teaching. Available immediately. : E437 


Industrial management, labor relations, personnel management: Man, 39, married, 
Ph.D., Midwestezn state uniyersity. Academic and business experience. Supplementary 
areas of interest and research are industrial supervision and management theory. De- 
sires academic responsibility for one of the listed areas. Available in summer or fall, 
1953.. : ^ 1 E438 





Labor law, business law, public control of busin2ss, etc.: Man, Ph.D., LL.B., associate ` 
professor. Position wanted for summer, 1953. _ : E439 


International trade, resources, finance, economr- principles, etc.: Man, 33, married, 
B.S. (management), M.B.A. (foreign trade); will receive Ph.D. in June, 1953. Five 
years of university teaching: 1 year of foreign service (international -negotiation) ; 

several years of industrial and commercial experience. Desires teaching-research post, 
with desirable climate and topography. Available in September, 1953. E440 


Economic analysis, international economics, labor economics, housing, money and 
banking, business cycles, theory aad bistory of ideas: Man, 35, married, Ph.D. Fivé 
years of teaching experience; 4 years of research in federal government and abroad 
on Fulbright and other fellowships; presently with European Office, Mutual Security 
Agency. Desires teaching or resea-ch position. . E441 


Industrial or ‘ganization and control, economic pzinciples and theory, labor economics, 
money and banking, theory of- business, marketirg, business organization and manage- 
ment policy: Man, 34, married, B.A., Penn Stat»; M.A; California; Ph.D., Harvard, 
dissertation half completed. Five years of teaciing experience; 2 years of research 
experience; 1 year as government economist. Currently at West Coast university con- 
ducting specialized course for industry. Desises teaching or research position in 
economics or business administration. Available in September, 1953. E442 


Economic principles, commercial law, history of economic thought: Man, 33, martied, 
B.A., 1950, M.A., Duke, 1952, plus 1 year of course work toward Ph.D, Six years of 
clerical experience in foreign banking; now teacaing at Southern college. Seeks teach- 
ing position starting in September; 19537 E445 


Principles of economics, labor problems, statissics, the economy of Japan: Woman, 
34, Ph.D. World travel; 7 years of süccessful college teaching. Prefers Northeastern or 
Midwestern, location, Available in summer, 1953. E444 


International trade, marketing, industry. studies, economics of military government: 
Man, 35, married, B.A., Southern Methodist University, M.A., 1952; certificates from 
Industrial College of the Armed Forces and Armed Forces Information School. Three 
years of marketing and distribution; 2 years ol managemeat consulting; 3 years of 
teaching in Military Government School. Accomplished public speaker. Seeks position 
' as educational director of trade organization, ad-ninistrative officer of bureau of busi: 
ness research, and/or liaison and sales promotion. E445 


Economic theory, international economics, monzy and banking, history of economic 
thought, Statistics, mathematics for economists: Man, 28, M.A.,.all examinations and 
' course requirement toward Ph.D, completed ani expects to finish dissertation at the 
University of Chicago by summer, 1953. Seeks research or teaching position. E446 


Theory, systems, international economics, economic history, history of economic 
thought, social control: Man, 34, Ph.D., Colunbia. Formerly*associate professor at 
Eastern ‘college; now in responsible government position; publications, Seeks academic 
post. E447 


International economics, money and banking, labor economics, industrial management, 
economic theory, history of economic thought: Man, 28, M.A. in Economics, Ph.D. 
expected in August, 1953, University of Illinois. Brief experience in teaching, research, 
and foreign trade administration. Available for academic or nonacademic position in 
September, 1953. i E E448 


Social control of business, business law, labor, economic principles, business adminis- : 
tration: Man, 26, M.A., J.D., Ph.D. candidate, outstanding record. Books; 6 years of 
teaching experience in leading institutions at graduate and undergraduate levels; 
stimulating teacher; interested in writing; excellent references. Faculty member at 
leading private university. Desires academic or ronacademic employment for summer, 
1953; also will consider transfer to top-notch likeral arts college. Interested in oppor- 
tunities for foreign travel. E449 


Labor economics, personnel management, dolus sociology, comparative economic 
systems, market research: Man, 35, Ph.D. expected. in spring, 1953. Seven years of 
teaching experience; at present head of small economics and sociology department; 
several years of industrial, market, opinion survey experience; project director of 
research foundation. Multilinguist; extensive fcreign travel and research. Interested 
in teaching and/or research position. E450 





Economic development, public finance, international and regional economics, mone- 
tary economics, U. S. economic history, statistics: Man, 33, married, Ph.D., Columbia 
University. Five years of teaching experience; 2 years as consultant in economic 
development to territorial. government; research, writing, and business experience; 
foreign work and travel. Available for teaching, research, or nonacademic petan 

T INT MR 51 


Economic fluctuations, economic system of Soviet Union, economic demography, with 
Special consideration of problem of migrations: Man, 32, doctor in economics at an 
outstanding European university; 1 year of supplementary study at an outstanding 
American university. Author of a book. Desires employment as instructor or research 
worker, E452 


Finance, international economics, statistics, accounting, economic geography: Man, 41, 
married, B.S. (business administration), M.A. (education), Ph.D: (economics), Now 
serving as statistician for leading petroleum company. Ten years of college and uni- 
versity teaching, with consulting and publications. Seeks university position, Available 
in September, 2953. E453 


Comparative economic systems, history of economic thought, intérnaticnal trade, eco- 
nomic theory, money and banking, principles of economics: Man, 26, A.B., Indiana 
University; M.A., Columbia University; now completing Ph.D. residence require- 
ments at Western university. One year of teaching experience. Seeks position at Eastern 
college or university. Available in September, 1953. E454 


Labor, principies, elementary statistics, international economics, theory, bistory of 
economic thought, comparative economic systems: Man, 26, B.A. M.A., Ph.D. resi- 
dence requirements completed and dissertation nearing completion. One and one-half 
years of teaching experience; 2 years as research fellow’in industrial relations institute; 
1 year as industrial relations analyst with Wage Stabilization Board. Three’ published 
articles, Currently part-time instructor in Eastern university. Seeks teaching post or 
position with industrial relations institute. Available in September, 1953. E455 


American economic Distory, corporation finance, business cycles, economic theory, 
Statistics, economic principles: Man, 27, married, B.A., New York University; M.A., 
Columbia University; mechanical engineering training, Polytechnic Institute of Brook- 
lyn. Seeks par--time evening position teaching at a college in the New York metro- 
politan area. 2 : > E456 


Marketing research analysis: Above young man also seeks marketing research analyst 
position with a consulting engineering firm in the New York area to combine his 
educational trairfing with his experience as a Social Science Analyst for the Bureau of 
the Census and marketing director for the.Israel Bond Drive in Nassau County. Con- 
tacts in both industry and government, Excellent references available upon request 
from the Placement Office at Columbia University. E456 





















































London School of Economics 
and Political Science | 


UNIVERSITY OF LONDON 


The following reprints of scarce tracts in economics and political science, 
published by the London School of Economics and Politica] Science, are _ 
available to members of the American Economic Association at the re- 
, duced prices quoted. Orders must be sent to the Secretary of the American 
Economic Association, Evanston, Illinois, and must be accompanied by a : 
draft in favor of the London School of Economics. and Political Science. 


: Series of Reprints of Scarce Tracts in Economic 
and Political Science 


1; ALFRED MARSHALL, Pure Th of Foreign Trade and Pure Theory 
ef Domestic Values. (1879) 1930, reissued 1935, 1949; 28, 37 pp. 6s. 


16. F. H. KNrcnr. a Uncertainty and Profit. (1921). With a new in- 
troduction by the Author, 1933, reissued 1935 and 1937, 1939; xl, 396 


DP» pocinene! Note 1940, 1946; New Preface 1948, lviii, 381 pp. 
s. 


19, Cart Mencer. Kleinere Schriften zur Methode und Geschichte der 
Volkswirtschaftslehre. 1935; 292 pp. (Collected Works of Carl 
Menger, Vol. III) 7s. 6d. 


20. Car, MENGER. Schriften über Geldtheorie und Wahrungspolitik. 1936; 
332 pp. (Collected Works of Carl Menger, Vol. IV) 7s. 6d. 
(Nos. 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 13,1 ; 15, 17, 18 are out of print) 


Series of Reprints of Scarce Works on Political Economy 


4. Mountirorr LoNGFIELD, Three Lectures on Commerce-and One on 
Absenteeism. (1835) 1937; iv, 111 pp. 5s. Od. 
:7. Jonn Stuarr Mu, Essays on Some Unsettled Questions of Political 
Economy. (1844) 1948; vi, 164 pp. 8s. 9d. . 


8. D. H. Ropertson. A Study of Industrial Fluctuation, (1915) With a 
new Introduction by the Author, and an appendix entitled “Autour 
de la Crise Américaine de 1907 ou Capitaux-réels et Capitaux- 
apparents" by M. Labordére. (1908) 1948; xxv, 350 pp. 10s. 5d. 

LESLIE STEPHEN. The English Utilitarians. 3 Volumes 
. ; “ is ii 326 3 
9. Vol. I, eret SEER vii, 326 pp (1900) 1950 
10. Vol. II, “James Mill,” vi, 382 pp. £l. 15s, Od. a set 
11. Vol. ITI, “John Stuart Mill," vi, 525 pp. 


12. M. Dorormy Georcz, London Life in the XVIIIth Century. (1925) 
1930, 1951. 468 pp. 12s. 61. 


(Nos, 1, 2, 3, 5, 6 are out of print) 
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; . P . 
H ello, Mother! kt Me 

telo, Mother ! [fs Me ! 

DOT "Thought I'd call you up and find out if you arrived OK. i 

ganei bs “No, it didn’t take long. Seemed like I'd just given the 

? g operator the number when’ I heard your voice.. 


"Good thing I remembered to fot down Aunt Sue's 
number when you were there the last time.” 








YOU'LL FIND THIS IS A GOOD 
IDEA FOR YOU, TOO... 


- — (gl ‘By Number 


You save time on out-of-town calls when 
- you give the Long Distance operator 
the number you want. 


So here's.a helpful hint. Write down the 
out-of-town numbers you already know. 

If there's a new number you don't have—or an 
old one you've forgotten—be sure to add itto - 
the list when the operator gives it to n 


-The Bell Telephone Company in 

` your community will gladly give you a free 
Telephone Numbers Booklet. — 

BELL TELEPHONE SYSTEM s 
Locat to serve the community. Narionwine to serve the Nation. 








-The long awaited, second volume 
in this magnificently conceived and 
magnificently executed series 


HE first volume, published in 
1941, and concerned with the 

: agrarian life of the Middle Ages, was 
hailed by the Philadelphia Inquirer 

Cambrid: ge as “one of the solidest contributions 
to scholarship ever undertaken." The 

Boston Globe called it “a treasure 

Economie house for the student of history . . . 
packed with ideas as well as informa- 

tion... a magnificent performance." 

Histor of This second volume, complete in it- 
M self, carries on the great tradition of 

the first. A glance at the table of con- 

Kur O e ` .,tents will show the scope of the pres- 

p ent volume, and the authority of the 


contributors. 


THE 


X . L Trade and Industry in Barbarian’ 
TRADE AND INDUSTRY pare. a oe Times .. 
IN THE MIDDLE A M pie es » 
B = . “IL Trade and Industry under the Late 
Mud E 205 e 22 s? Roman Empire iit the West 
"Edited by M. M. POSTAN v... By F. W. Walbank 
and E. E. RICH HI. Byzantine Trade and Industry 


By Steven Runciman 


IV. The Trade of Medieval Europe: The 


or 
. .By M. M. Postan 
V. The Trade of Medieval Europe: The 


South 
By Robert S. Lopez 
VI. The Woollen Industry 
.By Eleanora Carus-Wilson 
VII. Mining and Metallurgy in Medieval 
Civilization E 
. By John U. Nef 
' VIII. Building in Stone in Medieval West. 
ern Éurope 
i-r is By G. P. Jones 
AF your-baokstore, 27.09 With maps, éllustrations, and full bibliogra- 
CAMBRIDGE UNIVERSITY PRESS . phies for each chapter. 
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For Or Your Principles of ee Course 


t 


ECONOMIC POLICY: ‘Reade in Politica Economy 


Edited by Wiliam: D.- -Grampp; University: ot Illinois; Chicago, and 
Emanuel T. Weiler, University of Illinois, Urbana 
This new book is planned primarily "or use as required reading in the 
' principles of econorriós course: All of the readings are on policy and 
they do not duplicate the material generally: found in the ‘principles 
‘textbooks or. other books of readings. Their’ aim is to. take ‘the student 
forward from economic theory. to its application ‘to patticular problems, 
and from i eenlied's economics to the solutions of these robienia: 


ECONOMICS: OF MOBILIZATION. “AND WAR 
By W. Glenn Campbell, Editor, R. E.:Baldwin, G. 8. Freutel, Li W. McKie, 
I. O. Scott; and 'R. R. Campbell : ; 
This book offérs an integrated, comprehensive analysis of the economic: 
problems of both mobilization and war. It was written to fill the need for. 
a systematic, up-to-date discussión of thé economics of both partial and 
full mobilization for students in elementary courses. A 


| INTRODUCTION To ECONOMICS 
^ By Henry wW. Spiegel. Catholic University of America 


Written to help students gain a comprehensive view of economic prin- 
ciples in d one- or two-semester course, this: book will appeal especially 
to teachers who: wish to-go beyond institutional and descriptive eco- 
nomics and present a course in which theory ! is appraised in the light 
of pares and theoretical ond Hesctipive economics are blended. 


| _ CURRENT ECONOMIC. PROBLEMS : 
y Henry W. Spiegel; Catholic University oÍ America - 


Baba | i be used’ with the dhore Introduction, to Economics, this 
is the first book on the subject to make full use of the national income 
approach and the concepts of macro-economic theory and, as such, 
succeeds.in narrowing the gap poumon economic ey and economic 
problems. SAs i . 


RICHARD D. IRWIN, ANC, HOMEWOOD, ILL. 
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OXFORD BOOKS 


Studies in the Structure of 
the American Economy 


„Theoretical and Empirical Explorations in Input-Output Analysis 


By WASSILY LEONTIEF, author of THE STRUCTURE OF THE 

AMERICAN ECONOMY, with members of the Harvard Economic Re- 
search Project. This new method for the study of long-range economic 
problems, of structural inter-relations in our economy, and of forces which 
create change, represents an important advance in the co-ordination of 
economic fact and: theory. "An analytic tool which no serious student of 
economics should neglect.’ "Southern Economic Journal. 572 pages. $11.00 


History of Economic 


Analysis - 


By JOSEPH A, SCHUMPETER, author of TEN GREAT ECONOMISTS. 
A survey of economic thought from ancient Greece to the 20th century. 
The comprehensive analysis of great economists and their theories, as 
well as of specific topics such as money, credit, and business cycles makes - 
this an indispensable history for every ranch of economics. Two volumes, 
$20.00. College edition, in one volume, $12.50. 


Economic Stability in a 
Changing World 
Studies in Pos:-War International Economics 


By JOHN H. WILLIAMS. A brilliant series of essays on "T relation of 
economic theory to public policy. PART I déals with fundamental current 
issues of theory and policy; PART II with the Marshall ‘Plan; and PART 
. HI with the theme of free enterprise, full employment, and the monetary 
doctrines of Keynes, 312 pages, $5.00 


‘Taxation and Incentive 


By JULIET RHYS-WILLIAMS, Governor of the BBC, Editor of EURO- 
PEAN REVIEW. A study of the whole question of taxation and incentive 
with its underlying problem of how to, maintain justice to the individual 
as well as justice to the community. The author proposes complete reform © 
of the philosophy and practice of taxation and gives specific measures for 
achieving it. $3.50 


A? ali beoksfores 


OXFORD UNIVERSITY PRESS 
114 Fifth Avenue, New York 11, N.Y., 
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Aine UNIVERSITY PRESS 


International Shipping Cartels 


A Study of Self-Regulation by Shipping Conferences 


By DANIEL MARX, JR. The cartels known as shipping conferences 
or rings have wide influence on both importing and exporting countries 
and on the carrying trade itself. Mr. Marx seeks to give here an 
objective description of their operation and to determine their use and 
necessity and their use-or abuse of monopoly power. The arguments 
for and against regulation or complete prohibition of conferences are 
carefully considered. 

The author, who is professor of economics at Dartmouth College, 
was formerly a shipping company executive. 400 pages, $6.00 


Crete 
A Case Study of an Underdeveloped Area 


By LELAND G. ALLBAUGH. The report of a study carried out by the 
. Rockefeller Foundation in an effort to discover what kinds of assistance 
can be usefully given to underdeveloped areas, and in what ways. 
‘It is hoped that the results will be useful to many kinds of specialists— 
government and foundation officials, foreign-aid missions, private in- 
vestors, sociologists, etc.—whether or not they are concerned with the . 
Mediterranean Area. 524 pages, maps, illustrations, $7.50 


Cost and Production Functions 


By RONALD W, SHEPHARD. Here an integrated mathematical theory 
is developed to show the precise relationship between cost and pro- 
duction functions of a rationally organized process. In this original 
contribution to mathematical economics, Dr. Shephard, of the Rand 
Corporation, has disclosed new duality relationships with various side 
restrictions and explored the index number aspects of the Cobb- 
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SOME NOTES ON MULTIPLIER THEORY 


By RALPH Turvey? 


The theory of the multiplier may be viewed in either of two ways. 
It may. be regarded as the specification of a set of relationships which 
the econometrist is to measure, or alternatively as of purely qualitative 
significance, its purpose being to explain one aspect of the determina- . 
tion of national income. In the latter case its function is to display the 
relevance and modus operandi of various factors. 

In either context, the tendency in recent writings has been to develop 
a less aggregative approach as, for example, in the discussion of matrix 
multipliers. The present article is intended as a further contribution in. 
this direction, but it aims at synthesis as well as innovation. 

The first section restates the static theory for an economy with a 
government and with foreign.trade, and in order to achieve consistency 
with the social accounting approach makes a sharp distinction between ` 
firms and households. This involves a clear separation of business sav- 
ing from personal saving, a good example of useful “disaggregation.” 
Section II analyses the effects on national income of changes in gov- 
«rnment spending and taxation without being confined to one type of 
tax and one type of spending. It is shown. that the theorem that a 
balanced budget-increase has a multiplier of unity is,a very special 
case. Section III, which uses a pure Stockholm School approach, demon- - 
strates how the relationship between saving and investment ex post 
and ex ante can only be understood if, consonantly with the division 
between households and firms, the markets for factors and for goods 
are distinguished. It is also shown that since saving (i.e., not-spending) 
isa derived concept, analysis in terms of spending is preferable because 
of its directness, 


1 The author is “reader in economics at the London School of Economics, University of 
London. a 
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^ l The Static ‘Multiplier 


The multiplier analysis of the determination of the level of national 
income is essentially a special case of general equilibrium theory, differ- 
ing from it in respect of a number of simplifying assumptions. ? For 
the purpose of this paper, the main assumptions may be given the 
following form: 

1. Groups of economic units are consolidated into sectors vidi are 
treated as units, Z.e., the analysis is macro-economic.? 

2. Only income effects enter into the behaviour equations, 

3. Certain DN such as investment, are autonomously de- 
termined. 

4. 'The supply curves s of all newly produced goods and of factor serv- 
ices are infinitely elastic; thus ro distinction js made between the real 
and money values of the variables. 

The analysis is, to start with, in terms of comparative statics and 
relates to the short period, though one aspect of growth economics is 
briefly mentioned. 

The simplest way of describing the system is to list the transactions 
which enter into the analysis, as in the table below. Since this table is 
largely self-explanatory, little need be said about it. Items not shown, 
such as profits tax and wage payments by government are assumed to 
be zero. Indirect Taxes (and Subsidies) are on consumer goods only, 








Paying 
Sector " 
u- REST 
Firms House- GOVERN- OF THE 
Receiv- HOLDS MENT Wonrp 
ing . 
Sector ` W i 
FIRMS Interfirm transactions | Consumption Government Exports 
: in intermediate & ca- | (at market Purchases s 
pital goods value) Subsidies 
HousEHOLDS Factor Purchase 'Transfers 
(=Factor Sale) 
GOVERNMENT Indirect Taxation Income Tax 
Rest or THE Wonrp | Imports 








? Compare Burgess Cameron's derivation of the Leontief system from general equilibrium 
theory. “The Construction of the Leontief System," Rev. Egon. Stud. (1950-51), XIX (1), 
19-27. 

? Richard M. Goodwin "The Multiplier as Matrix," Econ. Jour. (Dec. 1949), LIX, 537-55 
and John S. Chipman, The Theory of Intersectoral Money Flows and Income Formation 
(Baltimore, 1951) provide a formal analysis of # sector models. 


` 
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and are paid (received) by Firms which are also assumed to handle all 
Imports. The term Factor Purchase is used to include all income pay- 
ments by Firms to Households: wages, salaries, rent, interest and 
dividends. l - 

Neither National Income nor Investment* is shown explicitly, the 
former because it is a derived concept, and the latter because it con- 
sists of several components, one of which, physical increases in Firms’ 
stocks of their.own products valued at market price, is only a payment 
flow to the extent of the necessary Factor Purchase. Investment being 
that part of the national output not sold by Firms to other sectors, the 
relationship between it and National Income is given by the following 
identity: 


Y = I + G + E + C + L. =- K - MQ) 
National Invest- ^ Govern- Exports Consump- Subsidies Indirect Im- - 
Income ment: ment tion Taxa- ports 
(output) Pur- tion 
at factor chases 

cost ` 


National Income exceeds the wages, salaries, rent, interest and divi- 
dends received by Households (Factor Sale = Factor Purchase) by the 
amount of gross business saving. The Disposable Income of House- 
holds is related to their Factor Sale as follows: 


Do F je T & U D 
Dispesable Factor Sale Transfers Income 
Income (Purchase) Tax 


In order to explain the determination of National Income it is now 
necessary to specify the “spending functions” of the various sectors: 


Rest of the World 
The value of Exports (E) is taken to be exogenously determined. 


Government 


Government Purchases (G) of newly produced goods from Firms is 
assumed to be constant. Subsidies and Transfers are dealt with below. 


Households i 


C - ag + h-D (3) 
Consumption constant Housekolds’ 
at market term Disposable 
value e» Income 


*Both of which are taken gross throughout. 
3 Plus corporate taxation. This is assumed to be zero in this section of the paper. 
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h is the marginal propensity of Housholds to consume with respect 
to their Disposable Income. 


U — -T = o4 + tF (4) 
Income "Transfers constant Factor 
Tax term Sale 


where £ is the marginal rate of Income Tax net of Transfers. The con- 
stant term will be negative, since at low income levels Transfers will 
exceed Income Tax and at high income levels Income Tax will exceed 
Transfers which may fall as Factor Sales and employment rise. 


Firms : 
Firms pay Indirect Tax and receive Subsidies on their sales of con- 
sumer goods. Assuming proportionality: 


K — L = k-C (5) 
Indirect Subsidies Consumption 


Taxation : at market 
; i value 
k is the marginal (and average) rate of Indirect Taxation minus 
Subsidies expressed as a fraction of Consumption at market value. 

This, and equations (3) and (4) involve an aggregation problem. 
Thus a simple relation between Consumption and the Disposable In- 
come of Households requires either that changes in the distribution of 
the latter have no effect on Consumption (all Households have the same 
À) or that the distribution is a function of the level of Disposable 
Income. 

'The aggregation of all firms into one sector is more complicated, 
because they not only make purchases-from other sectors but also 
purchase capital goods and intermediate goods (materials) from one 
another. Consider first a single firm. Apart from Indirect Taxes, its 
purchases (payments) may be listed as follows: ( 

(a) Intermediate goods from other firms or the rest of the world. 
Some of these purchases will vary with output while others, e.g., 
purchase of fuel for heating and stationery for the office, will be 

‘overheads. In addition a firm may invest by increasing its stocks of 
. intermediate goods. 

(b) Capital goods from other firms or the rest of the world. Given 
both the total investment of the firm and its composition, this item 
will be constant. 

(c) Rent and interest paid to Households. The analysis being 
short-term, these overheads are assumed constant. 

(d) Wages and salaries paid to Households, whether overheads 
such as payments for management and research (assumed constant) 
or variable labour cost. 
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(e) Dividends paid to Households. These depend upon profits 
which, given (a) to (d) above, are a function of sales. 

The investment carried out by a firm consis:s of three components: 
purchase of newly produced capital goods,’ purchase of intermediate 
goods for stock and increase in stocks of its own product, this last 
component being the difference between output and sales. The items 
(a) to (e) above can all be taken to be functions of Sales + Investment 
on the assumption that the composition as well as the magnitude of 
Investment is constant. Thus the Factor Purchase, Import Purchase 
and Purchase of Goods from other firms of any firm are functions of the 
sum of the Sales of its product and its Investment. 

The aggregation problem’ consists of deriving from all these func- 
tions two functions relating aggregate Imports and aggregate Factor 
‘Purchase to the sum of aggregate Investment and aggregate Sales (by 
all firms together) of newly produced goods to all other sectors. As- 
suming linearity? the two functions can be written: 


M = ya + G + E + C-K+L) (6) 
Imports Investment ~ Government Exports Consumption 
Purchases at factor 
cost 
F = ob + G TC E + C-K-cL) (7?) 
Factor . constant 2 
Purchase term 


The constant term is equal to overheads (other -han depreciation) plus 
any constant term jn the dividend payment function. The significance 


*From the point of view of the individual firm purchases minus sales of second-hand 
capital goods should be included, but for the economy as a "whole these items cancel out. 


TIt may well be that the aggregate functions are derivable only on the assumption that 
all firms are identical, i.e., in a one-commodity world. Certainly it will not do to assume 
that the proportional composition of final output and of the inputs of each separate firm 
is invariant with respect to the level of output, for that would be inconsistent (a) with 
the treatment of some inputs as overheads which are fixed in the short run and (b) with 
the assumption that I, G and E are given. 

Goodwin maintains (of. cit. pp. 541-43) that the Keynesian system implicitly assumes 
that the marginal propensity to save of all firms is zero so that if output increases by 
x total Factor Purchase will increase by x whatever the composition of the increase in 
output. (This relates to a closed economy.) He rightly says that this procedure has the 
disadvantage of ignoring "the phenomena of internal financing, of the failure to disburse 
earnings, of heavy fixed charges and of the payment of dividends above current earnings" 
(p. 543). 

* Even if this is not an appreximation there is the additiona. complication that straight- 
line relationships may be kinked. It is reasonable, for example, to assume that dividends 
equal half net profits, but unreasonable to suppose that when net losses are being.made 
shareholders will pay money to their firm! 


- 
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of b and j can best be illustrated by an example: Simie that when 
output and sales rise by £100 an additional £50 must be spent on 
labour and £10 on imported rav materials and that of the £40 increase | 
in profit half is paid out as acditional dividends. Then b = 0-7 and 
j = 0:1. It will be seen that (1 — b — j) is the marginal propensity 
of firms to save with respect ta (Investment + Sale of Goods to other 
sectors).? (b + j) is not the marginal cost of final output to the sector 
of Firms, since it tefers to morey value not to quantity. It is not even 
the marginal cost ‘of £1 wortk of output, since it includes marginal 
dividend payments and the import of finished goods as _well as 
materials. 
Solution of the seven equations for National Income (Y) gives: 


ILGEGQ —k [u-Fh:i(-ectü-)owl, 4 - 
xs 1—b-0— O-h-(1 — E) (Ceu xcu 
The numerator, the multipli-and, consists of the “injections” Invest- 
ment, Government Purchases and Exports together with the invariant 
part of Consumption (at factcr cost) due to the constànt terms in the 
Consumption, Tax-transfer and Factor Purchase functions—all multi- 
plied by (1 — j) to remove the import content. ~ 

The denominator can be explained as follows: Of an increase in In- 
vestment or Sale of Goods, & is paid to Households and ¢ of this is. 
- taken in Income Tax. Households spend 7 of what is left on Consump- 
tion, the value at factor cost being (1 — k) of this. 

_A geometrical version of the multiplier is given in Figure 1 where 
the dashed lines show the equilibrium position. The N.E. quadrant 
shows Consumption at market value as a function of Disposable In- 
come (3)? and Indirect Taxation minus Subsidies as a function of 
Consumption expenditure (5). The N.W. quadrant adds Consumption: 
at factor cost to Investment, Exports and Government Purchases (1). - 
The S.W. quadrant shows their sum as determining Factor Purchase 
and Imports (7) and (6). The S.E. quadrant relates Disposable Income 
to Factor Sale (2) and (4). 

The multiplier formula given above (8) differs from the more 
customary ones in that, corsonantly with the clear division of the 
economy into sectors, the fuactions relating Factor Purchase to total 
spending and Consumption 10 Disposable Income are sharply distin- 
guished instead of being lumped together into one consumption func- 
tion, the orthodox consumpiion function, which fails to distinguish 
Firms behaviour from Household behaviour’ The relationship of the 

* Equals National Income plus Imports. 

The figures in brackets refer to the numbers of the équations. 
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Ind, Tax minus subsidies 


Disposable 


Income 


Y+M i 
i 
| 
| 
I 
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: Income Tox minus Transfers. 
Factor. Purchase UA 
* Function 


— — — — — — — — — — — — — 


` 





Tox—Tronsfers 


Function 
Factor Purchase . 
(Sat) 


FIGURE 1 


aggregative functions to the decision-making of individual economic 
units is made clear and there is no danger of forgetting business saving 
in discussing the relation of: Consumption to National Income. 

The advantage of the distinction is apparent even when, as in the ` 
present analysis, only: income effects are considered." This is shown 
in the dynamic analysis of the next section, but a minor example may 
be given here. In modern aggregative economics rent seems to have 
disappeared, widening the division between macro- and micro-theory. 
This is quite unnecessary, for rent (in the sense o7 periodic contractual 
payments for the use of real property owned by Eouseholds) is simply 
a payment from Firms to Households," which is constant in the short 


“ The distinction is essential in the analysis of inflation, See my paper “Some Aspects 
of the Theory of Inflation in a*Closed Economy,” Econ. Jour. ‘Sept. 1951), LXI, 531-43. 
"Or from some Households to others. This is not considered here since it merely re- -` 


distributes income between Households, and such redistribution is assumed to have no 
effect on total Consumption. 


282 THE AMERICA ECONOMIC REVIEW 


period. Along with interest cherges and other overheads, rent enters 
into the constant 4; in the Factor Purchase function. 

Suppose that the level of rents is revised upwards against Firms. 
Unless this causes some firms a0 go out of business «; will rise by the 
same amount and the amount cf profits at any given level of National 
Income will fall correspondingly. It may well be that dividends. will 
fall less (i.e., the fall in b” will not entirely offset the rise in «:) so that 
there is a net expansionary effect and the equilibrium level of National 
Income rises. 

All this could, of course, be subsumed under the head of a redistribu- 
‘tion of income raising the castomary consumption’ function. Since, 
however, this expansionary effect need not depend on different propensi- 
ties to consume as between share-owners and real estate owners but can 
be entirely a matter of redistri»ution between Firms and Households, it 
cannot be explained without distinguishing the two sectors. 

Another example is given Dy one aspect of growth economics: in 
orthodox terms, the problem »f explaining why the long-run marginal 
propensity to consume exceeds the short-run marginal propensity. One 
possible answer, which has nc thing to do with consumer behaviour, is 
that the marginal propensity to spend of Firms is much less in the short 
run than in the long run. In ihe short run, when overheads are fixed; 
only 5 of an increase in Sales will be paid out to Households. In the 
long run, however, if output rises so that Gross Investment exceeds 
replacement, «; will gradually expand, since rents may rise and new 
capacity will have overhead labour and material costs and may have to 
bear some interest charges. The ratio of the time rate of increase in o; 
to the rate of investment wl depend on such factors as capital in- 
tensity, the rate of interest and the debt-equity ratio. In the simple 
case where all new investmerz is entirely capital widening, creating new 
firms with the same capital mtensity, dividend policy and debt-equity 
ratio as existing firms and v here the rate of interest is constant over 
time, the secular rise in «; w-ll not be offset by any fall in b. As a result 
the Factor Purchase functien (and hence the orthodox ‘consumption 
function) will show a secula- upward movement, even though the Con- 
sumption-Disposable Incoms function (3) be unchanged. 


II. The Efects of Budget Changes 


- The multiplier analysis will now be used to analyse the income 
effects of changes in the government's budget, both on the revenue and 
. expenditure side. ° 
35 may fall not only because oza decrease in the profits-output function but also be- 


cause of a fall in the dividends-proft function, since the r rise in overnead costs may increase 
the desire of firms to accumulate reserves. 
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In order to do this it is first necessary to point to an ambiguity in 
the meaning of a “given budget change.” Suppose, for example, that ż, 
the marginal rate of Income Tax net of Transfers, is raised so that at 
the original equilibrium position the yield of Income Tax minus Trans- 
fers is increased by £x: As is evident from Figure 1 and equation 
(8) this will lower the equilibrium level of both National Income and 
Factor Purchase. Since the latter determines Income Taxation minus 
Transfers, it follows that in the new equilibrium their net increase will 
be less than £x, Furthermore, the other consequential changes will 
include a fall in the cost of Subsidies and the yield of Indirect Taxation. 
More generally: 

1. Unless a change in government expenditure or taxation has no 
effect on the variable of which it is a function, the impact change will 
equal the ultimate change™ only if the marginal rate of expenditure or 
tax is zero. 

2. Unless all other marginal rates of met expenditure and 
taxation are zero, the ultimate change in the budget deficit or surplus 
will equal the ultimate change in the expenditure or tax which is altered 
only if the alteration has no effect on the variables of which these other 
expenditures and taxes are functions. Suppose, to give an algebraic 
example, that the marginal rate of Indirect Tax is raised from & to k’, 
Subsidies being zero. If C, is the level of Consumption at market value 
in the initial equilibrium, the impact increase in the yield of Indirect 
Taxation will be (k' — k) * Co. Given unchanged values of Investment, 
Exports and Government Purchases, the resulting fall in National 
Income will equal: 


(k’ — k) Co (1 — j) 
1—b-(1—t:h-(1— k’) 


causing a fall in Consumption at market value b - (1 — £) ` k times as 
great, so that the ultimate change in the yield of Indirect Taxation 
will be: 


0-75 


Cicpü-ga 0o Pan) 


(i = 9:0) (1 
The fall in the Budget Deficit, or rise in the Budget Surplus, will be 
less than this by the fall in the yield of Income Tax minus the rise in 
Transfers, 


“In the sense of the differente between its value in the initial equilibrium and in the 
new equilibrium, 
© The following results can be obtained very simply with the diagram by lowering the 
lower of the two curves in the N.E. quadrant and finding the new equilibrium position. 


284 i THE AMERICAN ECONOMIC REVIEW 


=k) Cy (1 Db 
ah cea TOUR (E d c E) 

The net effect, however, must be to decrease a deficit or increase a sur- 
plus; -it is impossible for the fall in Income and Consumption to offset 
the rise in tax rate completely. This can easily be shown. The defini- 
tions: 


Ss = Y — F 
Business . National Factor 
Saving Income  ' Purchase 
and . * 
Su = D -— C 
Household Disposable Consumption 
Saving Income at market 
value 


_combined with equations (1) and (2) give: 


I t. E + G+T+L-—-U-K = SstSx + M 
Investment ^ Exports Budget Deficit "Total Iniports 
Saving | 


. By assumption I, E and G are constant, so, taking the differences bé i 
tween the initial equilibrium and the new equilibrium: 


AT+AL—AU—AK —ASp-FASn--AM 
Since Income falls, so will Saving and Imports, and the left-hand side 
of this equation must therefore have a negative value too, which means 
a smaller deficit or bigger surplus. 

A generalized analysis of the multiplier effect of biie changes can 
now be given. 

Government expenditures can be classified according to their direct 
income-creating effect, and an “income-creating coefficient” whose value 
will be in the range (0— + 1) can be attached to each type. For 
example the purchase of newly produced goods with no import content 
will have a coefficient of unity, while the coefficient for tax-free Trans- 
fers will be the marginal propensity to consume of the recipients 
multiplied by 1 — k. The coefficient for government purchase of land 
will be zero or almost zero since this is a sale on capital account... 

Similarly, an “income-destroying coefficient” whose value will be in 
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the range (— 1 — O) can be attached to each type of government 
revenue.’ Thus the coefficient for death duty will be almost zero, and 
that fot indirect tax on goods with no import content will be minus 
unity if there is money illusion in the consumption function." 

With the use of these coefficients the analysis falls into four stages: - 

1. Calculate the change in each type of expenditure and each type of 
revenue at the initial equilibrium position. 

2. Multiply each such change in expenditure by its (positive) income- 
creating coefficient and each such change in revenue by its (negative) 
income-destroying coefficient. 

3. Obtain the algebraic sum. This is the multiplicand. 

4. Multiply by the multiplier calculated with the new marginal tax 
and expenditure rates. ` 

` It is evident that there are many possible combinations of initial and 
ultimate change in the deficit or surplus and change in National Income. 
Consider the set of cases where the budget change is confined to one 
revenue item and one expenditure item and their impact changes are 
equal in magnitude and sign so that initially the Budget Deficit or 
Surplus is unaltered. The multiplicand equals this change multiplied 
by the algebraic sum of the relevant pair of income-destroying and 
income-creating coefficients. It obviously may be negative, zero or 
positive. 

In conclusion the special cases where the algebraic sum of the two 
coefficients is equal to the reciprocal of the multiplier may be noted. 
Here the change in National Income will equal the change in the 
budget; the multiplier of a balanced budget change is unity. One of 
these special cases, illustrated in Figure 2, has received considerable 
attention of late." Assuming that: (1) Household saving is the only 


? Compare G. L. S. Shackle, "The Deflative or Inflative Tendency of Government 
Receipts and Disbursements,” Oxford Econ. Papers, No. 8 (Nov. 1947), pp. 46-64, where 
he constructs “inflative and deflative indices," both for full-émployment conditions and for 
under-employment conditions. These are not the same as the coefficients defined above. 

* As is assumed throughout this chapter; że. it is supposed that the function relating 
Consumption expenditure to money Disposable Income is not shifted when a change 
in Indirect Tax or Subsidy rates alters the pricé-level of consumer goods. E. Cary Brown 
in his paper “Analysis of Consumption Taxes in Terms of the Theory of Income Determina- 
tion," Am. Econ. Rev. (Mar. 1950), XLI, 74-89 shows that even “in the absence of a money 
ilusion, consumption taxes are more effective, dollar for dollar, in cutting back con- 
sumer outlays than are income taxes—and this conclusion holds even though everyone 
be assumed to have an identical marginal propensity to consume, However they are less 
effective than when a money illusion is present” (p. 85). 

3 See the bibliography given in P. A. Samuelson, “The Simple Mathematics of Income 
Determination," -Ixcome, Employment and Public Policy (New York, 1248), p. 140; and 
Jørgen Gelting, Finansprocessen i det (Konomiske Kredslgb (København, 1948), where 
four balanced budget multipliers are distinguished. 
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leakage; i.e., Business Saving, marginal rates of government expendi- 
ture, all marginal tax rates and the marginal propensity to import are 
dC 
dy’ 
(2) Government Purchases (G) and Income Tax (U) go up equally ` 
(AG = AU); then the impact and the ultimate change in the budget 
will both equal the change in National Income (AY) since the algebraic ` 


all zero so that the ordinary multiplier is the reciprocal of 1 — 


dC 
sum of the two relevant coefficients will be 1 — dY This particular 


special case loses its paradoxical flavour when viewed in the light of a 
more general analysis. 
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III. Some Aspects of the Dynamic Multiplier 


For the purposes of this section, which is concerned-with such 
matters as the multiplier time period and the relation between Saving 
and Investment during a multiplier process, the most useful method of 
analysis is that of the Stockholm School with its distinction between 
prospective (ex ante) and retrospective (ex post) magnitudes.” If the 
variables of the analysis are to be magnitudes rather than schedules, 
it is necessary to use what Lindahl calls the “disequilibrium method” 
where the prices of both goods and factors are fixed and made known at 
the beginning of each period when purchasers make their plans. The 
period, which is the interval between the making or revising of plans on 
the basis of expectations formed in the light of past experience, will 
be assumed to be coterminous for all Firms and Households. 

In order to concentrate on essentials, this section is in terms of a two- 
sector model without a budget or foreign trade. The equations of the 
previous section are thus much simplified, the static model becoming: 


Y = I + C (1^) 
National Investment Consumption 
Income 
C - as + h-F (3) 
Consumption constant Factor 
term Purchase 
(=Factor Sale) i 
Fo = ow + wb + CQ (7) 
Factor e constant Investment Consumption 
Purchase (Sale) term : 


so that given, as before, the magnitude and composition of Investment, 


I+a;+h-a; 
Y = —_——: 8" 
1—b-h (87 


For such a closed economy without a budget, the condition of aggre- 
gative equilibrium, in the sense that plans shall be fulfilled and expecta- 


? Parts of this and the first section incorporate, in a revised form, most of the argument 
of "The Factor and Goods Markets" by Ralph Turvey and Hans Brems, Economica 
(Feb. 1951), XVIII, 57-68. Brems’ contribution is to be found in Ch. 4 of his book 
Reklame; Kybelyst og Kgbeevne (Copenhagen, 1950), and he has provided a restatement 
in his article "Ligevaegt, Forventninger og Planer: Makromodellen,' Nationalgk. Tids. 
(1951), LX XXIX, 234-55. * 

On the methodology of Swedish period analysis see Erik Lindahl, Studies im the 
Theory of Money and Capital (London, 1939), Part I and my chapter “Period Analysis" 
contributed to W. J. Baumol, Economic Dynamics: An Introduction (New York, 1951). 
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tions realised, is usually stated as the equality of prospective” Invest- 
ment and Saving. The significance and limitations of this condition 
can only be fully understood by relating it to conditions in the goods 
market on the one hand and in the factor market on the other hand.” 

Investment, Business Saving and Household Saving can be defined 
as follows:? 


Investment = Purchases of Cap-tal Goods 

^ --Purchases of Intermediate Goods for stock j 
-FOutput of all Goeds: =market value of increase in Firms! stocks of 

—all Sales of Good; ; their own products 

Business Saving = Output of all Goods 
— Purchases of Int-rmediate goods for production 
— Purchases of Faciors] =al], payments by Firms to Households, includ- 

j ing dividends 


= value added 


Household Saving = Sales of Factors 
— Purchases of Consumption Goods 


This gives: 


Investment-Saving = all Purchases of Goods 
—all Sales of Goods 
Purchases of Fa>tors 
—Sales of Factors 


Using the terminology of Ben: Hansen who was the first to extend and 
apply this analysis, this can be rewritten: 


Investment~Sa7ing= Goods Gap--Factor Gap . 


These identities hold both prospectively and retrospectively. Prospec- 
tively a gap is the excess of the value of planned purchases over the 
value of expected sales. Ret-ospectively, since every actual purchase 
corresponds to an actual sale both gaps are of course zero and Invest- 
ment is identically equal wita Saving. 


?' Prospective is used to mean ex ente, planned, intended or expected; retrospective to 
mean ex post, realised or actual. 


= The following paragraphs on this relationship are based on Grünbaum's “Inkongruente 
Forventninger og Begrebet Monetaer Ligevaegt," Natonalgk Tids. (1945), LX XXIII, 100- 
18, and part V of Tord Palander, “Dm ‘Stockholmkolans’ Begrepp och Metoder,” Ekon. 
Tids. (Mar. 1941), XLIII, 88-141, which will appear in English translation in no. 3 of 
Internat. Econ. Papers. See also E. Schneider, “Saving and Investment in a Closed Econ- 
omy,” Internat. Econ. Papers (19517, no. 1, pp. 84-103. 

” Investment, Saving and Income are taken gross throughout. 

? See his book A Study in the Treory of Inflation (London, 1951), which (inter alia) 
discusses the Factor and Goods marxets and the Saving-Investment relation in conditions 
of suppressed inflation. He uses the word “commodity” where this article used the word 
“good.” 
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Since equilibrium in the goods market requires a zero Goods Gap and 
equilibrium in the factor market requires a.zero Factor Gap, it is 
evident that the equality of planned Investment and intended Saving is a 
necessary, but vot sufficient condition of aggregative equilibrium in the 
sense of congruency of plans and expectations.” 

- Suppose, , for example,.that though prospective Saving and Invest- 
ment are equal there is a positive Goods Gap and an (equal) negative 
Factor Gap. If all purchase plans are realised the actual results of the 
period will be that Firms have sold more than they expected, thus 
running down stocks, and Households have received a smaller Dispos- 
able Income than they expected. As a result, Firms will probably plan to 
increase their output in the next period and plan a corresponding 
increase in their Factor Purchase. Households, on the other hand, may . 
lower their Factor Sale (income) expectations and plan a correspond- 
ing reduction in their Consumption expenditure. The following period, 
therefore, will almost certainly not be one of equilibrium; indeed, if the 
adjustments made by Firms and Households are sufficiently marked, 
there may be a negative Goods Gap and a positive Factor Gap: a 
reversal of conditions in the first period. Thus the initial prospective 
equality of Saving and Investment means very little. 

Again, suppose that expected Sales of both goods and factors are 
above their equilibrium levels and that there is an excess of prospective 
Saving over Investment. This situation is quite compatible with the 
existence of a positive Goods Gap if the (negative) Factor Gap is 
larger. If all purchase plans are realized, the result will be that Firms 


? For other reasons why prospective equality may not indicate equilibrium see: F. A. 
Lutz “The Outcome of the Saving-Investment Discussion," American Economic Associa- 
tion, Reading in Business Cycle T. heory (Philadelphia, 1944), pp. 141-42; Grünbaum, 
op. cit., sec. 5. 


% Alvin Hansen in his paper “The Robertsonian and Swedish Systems of Period 
Analysis" Rev. Econ. Stat. (Feb. 1950), XXXII, 24-29, argues that analysis in terms 
of planned Saving and Investment is inadequate because “income” may mean the income 
of consumers or the sales by entrepreneurs, but he fails to provide an adequate analysis 
in terms of the factor and goods markets, Instead, he states on page 28 that “The condi- 
tion of equilibrium requires both that intended investment shall be equal to designed 
saving and that actual investment shall be equal to intended investment. Or what comes 
to the same thing, the condition of equilibrium requires both that intended investment 
shall be equal to actual investment and also that desired (or designed) saving shall be 
equal to actual saving." This is formally correct, but not. very interesting since this 
condition only indicates, at the end of a period, whether there kas been equilibrium instead 
of indicating at the beginning of a period whether there will be equilibrium—i.e., whether 
plaus and expectations are mutually consistent. 

The same applies to Harold M. Somers’ statement that “The equality of realized and 
planned saving is sufficient and necessary for an equilibrium of income oyer time" on 
page 534 of his "A Theory of Income Determination," Jour. Pol. Econ. '(Dec. 1950), 
LVIII. His statement is a definitional relation, since if consumption plans are realised, 
unintended saving is identical with unexpected income. 
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sell more Goods than they ha« expected. Hence they may plan to 
expand output in the following p-riod, even though a movement towards 
equilibrium would require a ccntraction of their output and Factor 
Purchase. - ! 

So far nothing has been said of the capital market;? that is, only 
those money flows have been n=ntioned whose recipients regard them 
as being on current account, end the rate of interest. has implicitly 
been assumed to be kept constart by speculation or open-market opera- 
tions. In order to bring the capEal market into the analysis, suppose it 
to deal in “Securities,” these be ng all things sold on capital account— 
bills, debentures, shares, real estate, second-band furniture, etc. Now 
from Walras’ Law, the demand ior everything including money is equal 
to the supply of everything in-luding money, at any arbitrary set of 
prices, prospectively as well as -etrospectively :?? i.e., 


. Demand for Goods, Factors, Securitie- and Money=Suppiy of Goods, Factors, Securities 
and Money 


SO: 
Excess Demand for Goods, Factors and Moneyz Excess Supply of Securities 
which can be rewritten as: 


Goods Gap-}Factor Gap+Net Hoa-ling?— Credit Creation= Excess Supply of Securi- 
ties (9) 
or: . 


Investment-Saving-+Net Hoarding —redit Creation= Excess Supply of Securities — (10) 


In contrast to conditions in the factor and goods markets, it may be 


" As H. G. Johnson complains in Hs note “The Matrix Multiplier and an Ambiguity 
in the Keynesian Concept of Saving." Econ, Jour. (Mar. 1952), LXII, 197-200. 

? Compare Bent Hansen’s similar presentation of these identities in his paper “Til 
Renteteorins Almindelige Oplaegning! in Axel Nielsen: Til Minde (Copenhagen, 1951). 
His follow-up is different, however. 

J. R. Hicks, Value and Capital ‘Oxford, 1946), Ch. 14, note A, p. 183, says “the 
difference between planned saving ard planned investment is the difference between the 
planned demand and planned suppl- for securities in general—including money"; but 
argues that because of the. interdepen: ence of the whole system the "relating of particular 
equations to particular prices becomes rather idle." This is true for the Hicksian “week”— 
what Lindahl (op. cit., p. 66) calls thr second equilibrium method—but not for the present 
analysis which uses the disequilibrium method for the factor and goods markets and 
the first equilibrium method (see ibid p. 63) and my chapter “Period Analysis" in Baumol, 
op cit. for the capital market. 

» Defined as net increase in total money holdings of Firms and Households together. 
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assumed that in the capital market price is determined during the 
period by the demand and supply of securities which are thus brought 
into equality. The identity (10) just derived indicates that this implies 
that Investment and Saving together with Hoarding and Credit Creation 
must now be treated as schedules (with respect to the price of securities) 
instead of magnitudes.” Consequently the divergence between:prospec- 
tive and retrospective values of the variables can only be expressed with 
reference to the price of securities. For example, unintended Investment 
must now be understood as actual (retrospective) Investment minus 
the amount of investment planned at the security price.determined 
during the period. 

Since the price of securities equates the prospective demand and 
supply of securities, it can be seen: 

1. From (10) that the schedules of Investment, Saving, Hoarding 
and Credit Creation can be said to determine the price of securities in 
each period. This is the loanable funds theory of the price of securities. 

2. From (9) that, since the sum of the prospective values of: (a) 
The Goods Gap, (b) The Factor Gap, (c) Net Hoarding minus Credit 
Creation, is made zero through the working of the capital market, the 
condition of aggregative equilibrium can be stated as the requirement 
that any two of them shall be zero. It follows that neutral money 
(equality of prospective Net Hoarding and prospective Credit Crea- 
tion) is not a sufficient condition for equilibrium. 

3. From (9) that, if all purchase plans are realized and if actual 
Credit Creation equals its planned value,™ the unintended Net Hoard- 
ing of Firms will equal their unexpected Sales (the Goods Gap) and the 
unintended Net Hoarding of Households will equal their unexpected 
income (the Factor Gap). 

It has been assumed above that payment and purchase coincide— 
that there is no trade credit. If this assumption is relaxed, retrospective 
purchases of securities will exceed prospective purchases to the extent 
that Firms sell more goods and hence give more trade credit than they 
had expected. Allowance for this introduces considerable complications. 

For the remainder of this paper the problems of the capital market 
will be ignored through the assumption that the price of securities is 
kept constant by open-market operations, so that Factor Purchase, 
Investment, etc., can be spoken of as magnitudes. ` 

The objection raised here to analysis in terms of Saving and Invest- 
ment is, of course, only an aspect of the aggregation problem. Just as a 
prospective equality of Saving and Investment.may conceal a positive 


? Unless their interest elasticity is zero. 
“This will be the case if Credit Creation takes the form of the purchase of Securities 
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Goods Gap and an equal negative Factor Gap, so may a zero Goods 
Gap conceal a negative Trombcne Gap and an equal positive Ear Plug 
Gap. The point of the division between the factor and goods markets 
is that this is the most useful of the possible single divisions, at least for 
short-run analysis. In particular, this division is essential in order to 
make clear the relationship between prospective and retrospective 
Saving and Investment during a multiplier process. In order to demon- 
strate this the following assumptions will be made: , 

1. All purchase plans are realised, so that divergence between pro- 

' spective and retrospective magnitudes is entirely a matter of unexpected 
Sales. 

2. The planned Consumption of any. period is a function of the 
Factor Sale expected; similarly the planned Factor Purchase of any 
period is a furiction of the sum of the expected Sales of consumer goods 
and planned Investment. 

3. The Sales, of goods or factors, expected for any period équal the 
actual Sales of the preceding period. 

Assumptions (2) and (3) mean that aggregative equilibrium implies 
constancy of National Income and its components and they make the 
Swedish treatment in terms of expectations and plans equivalent to 
models which have a simple one-period lag in the behaviour equations.” 

The dashed lines in Figure 3 show an initial equilibrium assumed 
to exist in Period 0. Investment is I, Consumption OV, National In- 
‘come (their sum) is OZ and Factor Purchase (equals Factor Sale) is 
OX. 

Now suppose that beginning in Period .1 some Firms increase their 
rate of purchase of capital goods so that planned Investment rises from 
I to I’ and remains at that level in subsequent periods. This means that 
the curve in the N.W. quadrant, which adds planned Investment to 
expected Sales of consumer goods, shifts leftwards by I’ — I. Since, by 
assumption (3) the increased purchases of capital goods is not an- 
ticipated, the increase in planned Investment creates a Goods Gap of 
SZ. Since planned Factor Purchase and expected Factor Sale are still 
both OX, this Goods Gap is equal to the excess of planned Investment 
over intended Saving. Retrospectively, the Goods Gap will be closed 
and Investment made equal to Saving by unintended disinvestment 
(unexpected Sales) of SZ on the part of the Firms selling capital goods. 

In period 2 the Sales expectations.of Firms will be increased by SZ. 
Since planned Investmient*® is assumed to remain at I’ and Consumption 
has not vet increased, the Goods Gap is zero.,Planned production will 

“Similarly, the assumption of correct expectations is equivalent to an unlagged, be- 
haviour equation. 


3 Stock replacement is thus neglected. L. A. Metzler, “The Nature and Stability of 
Inventory Cycles" (Rev. Econ. Stat. [Feb. 1941] XXIII, 13-29), includes it in part of his 


TURVEY: SOME NOTES ON MULTIPLIER THEORY - 293 


Consumption Consumption 
: i Function 






t 
H 
i 
H 
i 
t 
i 
|} 
National t Disposable 
lacome U Income 
1 
! 
1 
i] 
} 
i 
1 
l 
1 
[| 
1 


i 
I 
l 
N 1 
N i 
N l 
N 1 
Ne ord 
ANS l 
ME 
dT EE LP ER A 
N 
e PE RS QR MEN ERU EEEE AAEE E LY O E E X 
N 
Mon 5 
: N 
Factor Purchose Factor Purchase 
Function (Sole) 


FIGURE 3 


rise equally with expected Sales (by SZ) and planned Factor Purchase 
by b times this amount, that is by XU. Expected Factor Sales, how- 
ever, are only OX (equal to actual Factor Sales in Period 1) so there 
is a Factor Gap of XU equal to the prospective excess of Investment - 
over Saving. Retrospectively, the Factor Gap is closed and Saving 
raised to equal Investment by unexpected Factor Sales (Disposable 
Income) of XU, constituting unintended Saving. 

Similarly in Period 3, the excess of Investment over Saving will be 
a matter of a Goods Gap of RS. Thus Period 3 is qualitatively the same 
as Period 1. This means that the income-generation period is two 
periods in length. What is the relationship between this and the custom- 
ary statement?* that the income-generation period is the sum of three 
lags: Income — Spending; Spending — Production; and Production 
— Income? ` 

The answer is given*by assumptions (2) and (3) above. As applied 
to Households they make the Income — Spending lag equal to the 
plan-revision period of Households, and as applied to Firms they make 


“See Metzler’s valuable paper "Three Lags in the Circular Flow of Incomé,” Income, 


294 7 THE AMERICA ECONOMIC REVIEW 


the Spending — Production lag equal to the plan-revision period of 
firms.” The Production — Income lag has been ignored by the assump- 
tion that the Factor Purchase corresponding to the production of any 
period is made during that same period. 

. In either of two special cases, analysis of the multiplier process in 
terms of Saving and Investment is adequate: 

1. Firms anticipate their Sales correctly so that\the Goods Gap is 
always zero and the Factor Gap equals the prospective excess of In- 
vestment over Saving. Their retrospective equality is thus brought 
about entirely by unintended Household Saving.” This case may be 
called the Robertsonian multiplier, since the concept of Consumption 
depending on today’s disposab.e income, which is the income earned 
yesterday, is equivalent to a oae-period lag in the consumption func- 
tion,” and Robertson does not listinguish planned and realised Invest- 
ment. 

2. Households anticipate their income (Factor Sales) correctly so 
that the Factor Gap is always zero and the Goods Gap equals the 
prospective excess of Investment over Saving. Their retrospective 
equality is thus brought about entirely by unintended Investment. This 
case may be called the Lundberzian multiplier.*? 

This treatment of the income-generation period as the sum of three 
simple lags is, of course, very abstract, even apart from the assumption 
that the plan-revision periods 5f all Firms and Households are of the 
same length and coincident. Ir. particular, the Spending — Production 
lag can be treated as a simple Eg only if all industry is fully integrated 
vertically.” While such complications destroy the simplicity of the two- 
sector model they do not, hcwever, affect many of the conclusions 
reached with its aid. Thus a model with twenty goods markets would 


*Tt is assumed here that the plan-r vision periods of Firms and Households are of the 
same length. 


? On the definitions used above there can be no unintended Business Saving if, as is 
assumed, all output and purchase plaas are realised. A different assumption is made by 
Bent Hansen in his 4 Study in the Theory of Inflation (London, 1951), pp. 32-35. 

See Metzler’s article on the three lags, of. cit., pp. 17-18. 

Erik Lundberg, Studies in the TFeory of Economic Expansion (London, 1937), Ch. 
9, and Metzler’s article on inventory cycles, op. cit. Both of these, however, bring in 
stock replacement in a later part of their analysis which is not the case in the present 
analysis, planned Investment being a-sumed constant. R. Eisner “The Invariant Multi- 
plier,” Rev. Econ. Stud. (1949-50), XVII. (3), 198-202, points out that in this case 
National Income is always equal to zctual Investment times the multiplier. 

? Removal of this assumption requi-es a many-sector model. The necessary mathematics 
have been provided by Richard M. Goodwin, op. cit., Richard Stone “Simple Transaction 
Models, Information and Computing,? Rev. Econ. Stud. (1851-52), XIX (2), 67-84 and 
John S. Chipman, of. cit. The latte- introduces an ingenious way of allowing for lags 
of different length. 

'The economics of the Spending — Production lag are excellently discussed by Gardner 


Ackley in section 2 of his article “Tae Multiplier Time Period," Am. Econ. Rev. (June 
1051) TT snag 
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have twenty Goods Gaps and twenty kinds of possible unintended 
Investment, but it would still be true that the latter arises from mutual 
inconsistency of plans and expectations concerning the production, 
sále and purchase of goods. 

In conclusion, it is worth examining the belief that the income- 
generation period i is equal to the reciprocal of the velocity of-circulation 
of active money.” This belief is not true, whether the lags composing 
the income-generation period be simple lags or weighted averages, for 
the following reasons: l 

1. The plan-revision period of Firms and Households need not equal 
the length of time for which they hold active money balances. For 
exampté if a Household receives its income at the beginning of a period 


and disburses it evenly through the period, it holds money on the: 


average for only half a period. 


2. Money received on current account and used to finance Imports. 


or security purchase will later be used to finance Exports or Invest- 
ment, The speed of this will affect income-velocity but not the income- 
generation period. 

3. Increased dealings in the capital market on capital account will 
increase active balances (or raise their speed of turnover) without 
affecting the income-generation period." — , 

4. If there is trade credit so that payment follows purchase “the 
speed of the flow of the. new money is seen to depend on the rate at 
which an, added flow of new goods is forthcoming, and tbere exists no 
logical reason for supposing that the rate at which production increases 
will bear any connection with any pre-existing speed of money flows."** 
Thus the marginal income- generation period may be very different from 
the average and any calculable income velocity is relevant, if at all, 
only to the latter. 


qas Machlup maintained this in his paper "Period Analysis and Multiplier Theory," 
American Economic Association, Readings in Business Cycle Theory (Philadelphia, 1944) 
where he defined this reciprocal as “the period in which total incomes are equal to the 
total of active balances” this being “the time which it takes the moriey in active circula- 
tion to complete a circuit flow from income recipient to income recipient” (p. 208). 
This is “Income Period E.” He made a number of reservations; however, some of which 
are elaborated below. 

Some .of the fcllowing points were made earlier in my article “The Multiplier,” 
Economica (Nov. 1948), XV, 267. 


5 Some authors Leg these last two points by explicitly i ignoring “the financial circulation" 
which they fail to define adequately. 

Machlup states that "An increase in transactions arising from the transfer of assets 
might lengthen the income period; an increase in the use of money substitutes and of 
clearing: arrangements might shorten the income period. The effects on the propagation 
speed of the new income flow may be considerable (op. cit., p. 215). This simply as- 
sumes equality of the two periods. 


£ Ackley, op. cit., p. 352. 
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COMPARABILITY OF LABOR. CAPACITIES 
OF FARM AND NONFARM LABOR* 


By D. GALE JoHNSON 


When watching the action of.demand and supply with regard to a ma- 
terial commodity, we are constantly met by the difficulty that two things 
which are being sold under the same name in the same market are really 
not of the same quality and not of the same value to the purchasers. Or, 
if the things are really alike, they may be sold even in the face of the keenest 
competition at prices which are nominally different, because the conditions 
of sale are not the same. . . . But difficulties of this kind are much greater 
in the case of labour than of material commodities: the true price that is 
paid for labour often differs widely, and in ways that are no: easily traced, 
from that which is nominally paid.! 


In the above paragraph and his later discussion, Marshall indicates 
that wage rates or money earnings, by themselves, provide an inade- 
quate picture of the functioning of the- labor market because the 
laborers being compared are not of equal efficiency or the conditions of 
sale of labor are dissimilar. Any analysis of the functioning of the 
farm labor market is beset by difficulties of both kinds. This is 
especially true if one wishes to determine whether the labor market has 
tended to equalize the returns to farm and nonfarm labor. In this paper 
only the first of the two main problems is considered—the general 
question of the efficiency of the farm work force compared to the non- 
farm work force. 3 

Because the word “efficiency” has so many different connotations, the 
term *labor capacity" is used in its place. Our measure of the labor ca- 
pacity of the farm labor force is the job distribution that a random 
sample of the farm labor force would have in nonfarm employment if 
each worker held the job which for him had the greatest net advantage. 
This measure is subject to two restrictions: it relates to a given time 


* The research on which this article is based has been done on a project financed by a 
grant for Agricultura] Economics Research at the University of Chicazo by the Rockefeller 
Foundation. Financial assistance was also received from the National Security Resources 
Board, The author, professor of economics at the Univefsity of Chicago, is indebted 
to Jack Ciaccio and Marjorie Penniman for assistance in making the detailed statistical 
tabulations, and to T. W. Schultz and O. H. Brownlee for certain critical observations. 


1 Alfred Marshall, Principles of Economics (London, 1936) 8th ed., pp. 546-47. 
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and it assumes that farm migrants find jobs in competition with the 
nonfarm labor force, as it actually exists at the time, in a given labor 
market. The measure of relative labor capacity that can be determined 
is ratio of the average money earnings reflected by the (hypothetical) 
nonfarm job distribution of farm labor force to the average money earn- 
ings of the nonfarm work force. The measure assumes that farm people 
have the same set of attitudes concerning the nonmonetary advantages 
and disadvantages of nonfarm jobs as do nonfarm people.” 

This study attempts to determine the relative labor capacity of farm 
people by analysis of the job experience of farm persons who have 
migrated to nonfarm areas. The materials have come largely from the 
1940 Census of Population and cover persons who migrated from farms 
between January 1, 1935 and the time the 1940 Census was taken? 
The general approach has been to estimate the money earnings reflected 
by the farm-nonfarm migrant population, standardized to eliminate 
the effects of age, sex and color differences relative to the parent farm . 
population, and to compare this estimate to the labor earnings of the 
nonfarm population. The conclusions reached later are based upon 
two significant hypotheses: (1) The migrants from farm areas are 
representative of the parent population in all significant characteristics, 
excepting age, sex and color. (2) The actual job experience of farm 
migrants in nonfarm areas is indicative of the labor capacity of farm 
migrants. This implies that recent migrants from farms are able to find 
the jobs for in they are DOSE suited under given labor market condi- 
tions. 

It has not bien possible to find evidence that would support or reject 
the second hypothesis. It seems probable that the first job held by 
many.migrants is'not the one best suited to his particular labor ca- 
pacities. The average time the farm migrants had been in nonfarm 
communities was approximately two and one-half years. Consequently, 
the majority of them had had an opportunity to search for different 
jobs, though an important fraction bad not. It is quite possible therefore 
that the dependence of the analysis upon this hypothesis has had the 
effect of à slight underestimation of the labor capacity of farm people. 


* Reference is made only to the labor capacity of farm people as evidenced by the 
nonfarm jobs they might hold and not also to the farm jobs nonfarm people might hold. 
This has been done because the net transfer of labor in the United States has been from 
farm to nonfarm arid the relevant comparison is the one chosen. 

3A migrant was defined as a person who lived in 1935 in a county or city of 100,000 
or over, different from the one in which he lived at the time the 1940 Census was taken. 
Thus not all persons who chdhged from a farm to a nonfarm residence between 1935 and 
1940 were counted as migrants if the move was within a county and not to a city larger 
Bani 100,000. 
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I. Selectivity: of Rural Migration 


Migration from farm to nonfarm communities is a selective process 
with- respect to certain population characteristics. The migrants in- 
cluded in the present study were younger than the parent population.* 
The migrant stream included slightly fewer males? and significantly 
fewer nonwhites than the rura. farm population of 1940.° 

Selectivity. of migration witk respect to age, sex and color is of little 
significance in the present inszance. The effects of these types of se- 
lectivity can be reflected in our estimates of labor capacity. Migration, 
however, may be selective witt respect to other characteristics that are 
related to labor capacity, suca as intelligence, manual dexterity and 
education. The hypothesis that the farm migrants to nonfarm areas 
represent a random sample of the parent farm population with respect 
to characteristics other than aze, sex and color is not rejected by three 
different types of evidence that bear on the issue. 

1. The median number of years of school completed by farm mi- 
grants 25 to 34 years old wes almost identical to that of the farm 
population of the same age—about 8 years of schooling. About 11.5 
per cent of the migrants had some college.education compared to 8.8 
of the rural farm population. Almost the same proportion graduated 
from college (4.3 and 3.8 per cent). It does not appear that the farm 
migrants were appreciably beter educated than the farm nonmigrants." 

2. If there is a positive relztion between the labor capacity of farm 
migrants and the level of farm income in their original community, the 
distribution of farm migrants by the region of origin does not indicate 
that the farm migrants cáme predominantly from either the high or low 
farm income regions. An analzsis of the dàta on net, off-farm migration 
rates by states for the decace of the ’thirties as a whole revealed a 
weighted correlation of —0.33 between the level of net farm income 
per worker and the rate of migration from farms. The correlation co- 
efficient, which is just significent at the one per cent level, indicates that 
the low income states had < somewhat higher rate of net off-farm 


*The white farm migrants to non&rm areas had a median age about 10 years lower 
than the white farm nonmigrants if on y persons over 14 are included. The nonwhite median 
for migrants was about 4 years lower taan for the nonwhite farm nonmigrants. See Sixteenth 
Census of the U.S., 1940, Population, Internal Migration, 1935 to 1940, Age of Migrants, 
Table 9. 

*See Sixteenth Census, Population, Internal Migration, Social Characteristics of 
Migrants, Table 2. 

*See Sixteenth Census, Populatiox, Internal Migration, Color and Sex of Migrants, 
Table 2. The nonwhite farm populetion was 16.2 per cenj of the total farm population 
in 1940; only 12.2 per cent of the amm migrants to nonfarm communities were nonwhites. 

"Sixteenth Census, Population, In ernal Migration, Social Characteristics of Migrants, 
Table 7. : É 
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migration than the higher income states. However, it should be noted 
that for the particular group of migrants included in our data, the re- 
gional distribution of the origin of migrants did not indicate any re- 
lationship between the level of farm incomes and the rate of migration. 

3. There kave been several score of studies made for individual com- 
munities in an attempt to determine if migrants represent a selected 
group from the parent population that is in some. way superior or in- 
ferior. These studies, made by sociologists, have used various defini- 
tions of superiority or inferiority, but most of the research workers 
had in mind a concept that had a significant relation to economic pro- 
ductivity. In a review and analysis of this literature, Dorothy S. 
Thomas found four conflicting hypotheses: (1) Cityward migration 
selected the superior elements of the parent population; (2) Cityward 
migration selects the inferior elements; (3) Cityward migration selects 
from the extremes; and (4) Cityward migration represents a random 
sample of the parent population. She concludes as follows: “We have, 
. then, evidence of a sort that migration selects the better elements, the 
worse elements, both the better and the worse, and also that it is un- 
selective. Even though we may decide that the evidence cited is tenu- 
ous, it is not improbable that selection does operate positively, nega- 
tively, and randomly, at different times, depending ona variety of 
factors that, up to the present, have not been adequately investigated."? 

Sorokin and Zimmerman arrived at the following conclusions from 
an analysis of the literature: “There is no valid evidence that migration 
to the cities is selective in the sense that the cities attract in a much 
greater proportion those from the country who are better physically, 
vitally, mentally, morally, or socially, and leave in the country those 
who are poorer in ùll these respects [italics omitted]. There is also no 
evidence that the reverse is true."? 

Though I have not been able to provide evidence denying the possi-. 
bility of selectivity in the migration process, it is significant that the . 
hypothesis that no important degree of selectivity exists cannot be re- 
jected on the basis of available data. Consequently, in this paper it is as- 
sumed that there is no selectivity. 


II. Occupational Experience of Rural Farm Migrants to Nonfarm Areas 


The published data from the 1940 Census of Population do not pro- 
vide estimates of the wage and salary incomes of farm migrants to non- 
farm areas. The published data indicate the employment status of the 

"Dorothy S. Thomas, "Selective Migration,” The Milbank Memorial Fund Quart, 
1938, XVI, 403-07. 


?Sorokin, P. and Zimmerman, C. C., Principles of Rural-Urban Sociology (New York, 
Henry Holt and Co., 1929), p. 582. 
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migrants and the occupational category of the employed migrants. 
On the basis of certain assumptions, which. are indicated below, these 
data are translated into an estimate of annual labor earnings of the 
migrant group. 

Recently thé Bureau of the Census tabulated data on the wage and 
salary incomes of farm migrants to urban areas for samples of migrants 
from the Corn Belt and from the Cotton Belt. The wage and salary 
incomes relate to 1939; conséquently, some of the migrants were still 
‘living and working in farm areas during part or all of 1939. Thus the 
wage and salary data cannot be used directly but required adjustment 
to reflect the effect of lower money incomes on farms as well as for the 
more obvious adjustments for age. In this section, I will present the. 
results obtained fronr the published data and later show the degree gi 

- consistency between the two sets of estimates. 


A. Incidence of Unemployment 


These data, summarized in Table I, indicate that rural farm migrants 
to urban areas had almost identically the same employment status as the 
urban population. Of those classified as members of the labor force, 
84.4 per cent of the farm migrants were employed while 84.7 per cent 
of the labor force members resident in urban areas were employed.” 
Some difference does exist in the case of migrants to rural nonfarm 
areas. Roughly 3 per cent fewer migrants than nonmigrants were em- 
ployed.” 

Corroborating data are provided by a Census sample survey of the 
employment experience of migrants in 1948. These data cover migra- 
tions of one-year duration or less. In this case migrants had. rather 
different rates of unemployment than the nonmigrànts. However, the 
male migrants from farm to nonfarm areas had roughly the same pro- 
portion of unemployment (9.2 per cent) as the migrants from nonfarm 
to nonfarm areas (8.1 per cent). These rates of unemployment were 
much higher than for the total male population, which was 3.6 per cent. 
The higher rate of unemployment among the migrants was probably 
due to the relatively short time interval considered. 


? No difference remains when the employment data are : adjusted for the differences in 
age distribution. 

“Farm migrants to farm areas had the same employment status as the total farm 
population. 

* Bureau of the Census, Current Population Reports, Labor Force, Series P-50, No. 10, 
Table 4. The two figures could have been drawn from the, same populations. (See ibid., 
p. 5.) 
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TABLE I.—DisTRIBUTION OF RURAL FARM MIGRANTS AND TOTAL POPULATION IN THE LABOR 
. FORCE IN URBAN AND RURAL NONFARM AREAS BY EMPLOYMENT STATUS, 1940, Yor U.S.* 
(Per cent) 





Both Sexes Males 


Rural Farm Migrants by 


Destination 
Urban 84.4 11.2 4.4 81.1 13.4 5.5 
Rural Nonfarm 79.6 12.9 7.5 71.9 13.7 8.4 
Rura] Farm 91.4 5.3 3.3 91.7 4.9 3.4 

"Total Population 
Urban 84.7 11.0 4.3 81.4 13.8 4.8 
Rural Nonfarm 82.2 10.6 7.2 81.0 11.1 7.9 
Rural Farm 91.7 4.4 3.9 92.1 4.0 3.9 








a Em= Employed; S.W.- Seeking Work; and E.W.=Emérgency Work. 
* Source: Sixteenth Census, Population, Internal Migration, 1935 to 1940, Economic Char- 
acteristics of Migrants, Tables 2 and 8. Data relate to individuals 14 years or older. 


B. Occupational Distribution of Employed Migrants 


The previous section indicated that farm migrants to nonfarm areas 
found employment as readily as nonmigrants, if a certain time for 
adjustment was allowed. The question to which we now turn is the 
nature of the jobs which the farm migrants obtained. 

Table IL compares the occupational distribution for employed 
male and female migrants to urban and rural nonfarm areas with the 
occupational distribution of the nonmigrants. In the table, the occupa- 
tional groups are ranked according to the medium wage or salary in- 
come of male workers employed for 12 months in 1939." 

It will be noted that the farm migrants to urban areas are not as 
fully represented in the higher income groups as the urban nonmigrants 
are. In the top four groups, which contain 56.4 per cent of the non- 
migrants, are found only 38.0 per cent of the farm migrants and much 
the same situation prevails in the rural nonfarm areas—45.0 per cent 
of the nonmigrants fall in the top four groups while only 28.1 per cent 
of the farm migrants do. Comparison of female farm migrants and 
nonmigrants shows much the same thing. 

The importance of the differences in the occupational distribution of 
the migrants and nonmigrants depends upon the differences in the 
wages in the various occupational groups. If the wage differences were 
substantial, one would expect the occupational distribution of the farm 


* There are only minor differences between the ranks of wages and salaries for males 
and females. (See Table IIT.) 
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TABLE IL-—PERcENTAGE DISTRIBUTION AMONG MAJOR OCCUPATICN GROUPS OF . 
EMPLOYED FARM MiGRANTS AND NONMIGRANTS, BY SEX, IN 
URBAN AND RURAL NONFARM AREAS IN 1940 





























Male f Female 
Non- Farm Non- Farm 
migrants | Migrants migrants | Migrants 
(per cent) | (per cent) ‘i| (per cent) | (per cent) 
Urban 
Proprietors, Managers and Officials 12.4 5.4 3.7 1.4 
Professional and Semiprofessional 6.5 . 3.9 11.2 13.7 
, Clerical and Sales 18.4 12.7 33.5 16.8 
Craftsmen and Foremen 19.1 16.0 1.2 0.4 
Operatives 22.8 . 26.4 21.2 13.0 
Service Workers 8.9 12.7 11.6 17.1 
Laborers f 10.5 16.9 1.9 1.4 
Domestic Service 0.5 0.8 - 5.4 35.5 
Farmers and Farm Managers 0.6 3.9 0.1 0.1 
Farm Laborers and Foremen 0.4 1.1 0.1 0.6 
Total 100.1 99.8 $9.9 100.0 
Rural Nonfarm 

Proprietors, Managers and Officials 12.8 6.9 6.1 3.1 
Professional and Semiprofessional 4.7 4.0 13.2 18.9 
Clerical and Sales 9.9 5.1 21.8 9.7 
Craftsmen and Foremen 17.6 12.1 0.8 0.3 
Operatives 25.6 22.3 20.1 13.2 
Service Workers 5.1 14.3 11.2 17.0 
Laborers ^ 15.3. 18.1 2.9 2.2 
Domestic Service ^ 0.6 0.6 32.4 32.7 
Farmers and Farm Managers 2.4 2.1 Q.3 0.1 
Farm Laborers and Foremen 6.0 11.2 1.3 2.9 
"Total 100.0 99.6 * 100.1 100.1 





* Source: Sixteenth Census, Population, Internal Migration, Economic Characteristics of 
Migrants, Table 10. 


migrants to reflect substantially lower income ihan the occupational 
distribution of nonmigrants. One way of determining the extent of the 
difference is to weight tbe occupational distribution by the median in- 
comes actually received in each occupation. The census provides in- 
formation on the money income from the receipt of wages and salaries. 
Any nonmoney income such as the perquisites to farm laborers and 
domestic servants is not given. The income of se f-employed persons is 
also excluded. Likewise data are available only for the United States as 
a whole and not for urban and rural nonfarm areas. Of the three main 
limitations of the data, only the first—failure to include nonmoney 
wage or salary income—is important. Since relatively few urban work- 


D 
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TABLE Ill.—IwcóME REFLECTED BY OCCUPATIONAL DISTRIBUTION oF EMPLOYED FARM 
MIGRANTS AND NONMIGRANTS IN URBAN AND RURAL NONFARM AREAS, BY Sex, 1939 





Residence in 1940 Fürm Migrants Nonmigrants i uoa 
and Sex (dollars per year) Noninierantá 
Urban 
Male 1075 1260 85 
Female 560 700 83 
Rural Nonfarm 
Male 960 1160 83 
Female 590 660 89 


Based on data in Table II and data below. 
Median annual wage and salary incomes by occupational groups were as follows: 


Male Female 
Proprietors, Managers, and Officials $2,136 $1,107 
Professional and Semiprofessional 1,809 1,023 
Clerical and Sales . 1,359 883 
Craftsmen and Foremen . 1,309 827 
Operatives 1,007 582 
Service, except Domestic 833 491 
Laborers, except Farm 613 538 
Domestic Service 429 296 
Farmers and Farm Managers 373 348 
Farm Laborers 309 76 


* Source: Sixteenth Census, Population, Vol. TII, Labor Force, Part I, Table 72. In calculat- 
ing medians, incomes of less than $100 were not included to exclude most unpaid family 
workers, Comparisons do not entirely eliminate effects of age. 


ers fall in the self-employed category, failure to include income from 
that source is unimportant.” 

The results of these calculations are presented in Table IIT. They 
show that the income reflected by the occupational distribution of the 
rural farm migrants, had they received the median income of each occu- 
pational group. would have been somewhat less than the income reflected 
by the occupational distribution of urban and rural nonfarm nonmi- 
grants. The dizferences are of the magnitude of 11 to 17 per cent less. 

Are these differences due solely to the different innate capacities of 
the groups being compared? One obvious source of difference is age. 


"^ Out of a total of 40,450,000 male workers in 1948, something less than 4,000,000 
were self-employed in pursuits other than agriculture. The earnings of the self-employed 
professional workers in 1947 who were about one-third as numerous as the salaried 
professional workers, were about 40 per cent greater than the income of salaried pro- 
fessionals, However, most of the self-employed were in the proprietors, managers, and 
officials group and the self-employed earned about a sixth less than the salaried. See 
Bureau of the Census, Current Population Reports, Series P-60, No. 5, Table 17. 
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The farm migrants are younger than the nonmigriints in the areas to 
which the farm migrant went. Farm migrants to nor farm areas fall into 
age brackets that earn less thaa the average of either the pue or the 
absorbing population. 

The calculations given in Table III eliminate th? effect of age upon 
the level of earnings within an occupational group. An adjustment of 
the.data to include the effects of age upon the occupational distribution: 
of a population can be made by comparing the occupational distribution 
of nonfarm people of the same age distribution a: the farm migrants 
with the actual occupational distribution of nonfirm people. 

Such an analysis cannot be made directly from: the data at hand. 
Census data are available showing the occupational distribution by 


age only for the country as a whole and not for nonfarm groups. This 


distribution was adjusted by cmitting farmers and farin managers and 
farm laborers. The Census da:a gave the age distribution of farm per- 
sons migrating to urban areas, but not all such riigrants were in the 
labor force. It was assumed, since the proportion of the migrants that 
was in the labor force was roughly the same as for urban nonmigrants, 
that for any age group labor force participation wis the same for rural 
farm migrants and urban ncnmigrants. 

When these adjustments vere made, it indicated that the income 
reflected by the actual age distribution of the male farm migrants was 
$1,230 while the male urban nonmigrants, excludiag farmers and farm 
laborers, had an average of $1,270.'5 'This would indicate a difference 
of roughly $40 due to occupational differences associated with the age 
distribution of farm migrants. If this adjustment ' s applied to the data 
in Table III, it would mean that the male farm mi zrants to urban areas 
would earn on the average about 11 per cent less thàn male urban non- 
migrants. This would be an iacome level roughly equal to the average 
incomes of (1) operatives anc (2) craftsmen and ‘oremen. 

All of the above calculatians on wage earning: relate, of course, to 
the given set of relative wage incomes by occupational groups. A differ- 
ent set of relative wages combined with either ihe same or different 
occupational distribution of migrants and nonmigrants would result in a 
different comparison of labor earning possibiliti əs. 

Data on wage or salary incomes by occupational groups comparable 
to the data used in the previous analysis are available for 1950.75 A 
comparison of the changes in wage or salary incdmes by occupational 
groups indicates that the groups in which farm migrants are concen- 

16 See Sixteenth Census, Populatiox, Vol. III, Labor Force, Part 1, Table 65, for occupa- . 
tional distribution by age. 


"See Bureau of the Census, Cu-rent Population Reports, Consumer Incomes, Series 
P-60, No. 9, Table 25. 
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trated to a greater degree than the urban population had the greatest 
relative rise in earnings. This change in relative wage rates had the 
effect of reducing the differential between the earnings value (before 
adjustment for the effect of age on occupational distribution) of male 
urban nonmigrant and the farm migrants occupational distribution 
from 15 per cent to 10 per cent. After adjustment for the effects of age, 
the earnings of male farm migrants were about 8 per cent less than 
the male urban nonmigrant.” 

The conclusion that one might draw from this analysis is that labor 
employed in agriculture, on the average, has a labor income capacity 
-of roughly 90 per cent of the labor income capacity of our urban and 
rural nonfarm populations, for similar age and sex distributions, 

This estimate is for the nation as a whole. The migrants from differ- 
ent regions may have fared rather differently. The next section analyzes 
the experience of migrants by region of origin. 


TABLE IV.—IncomE REFLECTED BY OCCUPATIONAL DISTRIBUTION OF FARM MIGRANTS TO ` 


URBAN AND RURAL NONXARM AREAS CLASSIFIED BY REGION OF ORIGIN AND SEx, 1939* 





Residence in 1940 Region of Origin 
and Sex Northeast | North Central South West 
Urban l 
Male 1125 1120 1030 1280 
Female 620 590 555 650 
Rural Nonfarm, 
Male 960 1035 910 980 
Female 575. > 640 - 545 670 








* Source and metaod of calculation: see Table III. The income reflected by the occupa- 
tional distribution of nonmigrants for urban areas was $1,260 for males and $700 for females 
and for rural nonfarm areas was $1,160 for males and $660 for females. 


III. Occupational Experience of Farm Migrants from Different Regions 


The farm migrants from different regions to nonfarm areas did not 
achieve the same occupational distributions. Table IV shows the earn- 
ing value of the occupational distributions of the migrants from the 
four regions to urban and rural nonfarm areas. The West farm migrants 
to urban areas had the highest earning value, while the South farm 
migrants had the lowest when the migrants went to urban areas. The 
North Central farm migrants did the best of migrants to rural nonfarm 
areas while the South farm migrants did the least well. 


" Calculations for migrants to rural nonfarm areas indicate a difference of 10 per cent 
at the 1950 relative wage levels. 
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. The relatively poor showing of the South seems to be due to the 
color composition of the South migrants. The pablished Census data 
did not give separate data for the occupational distribution of. whites 
and nonwhites. However, a special tabulation oi data from the 1940 
Census of Population permits a comparison of the occupational dis- 
tribution of male white farm migrants to urban areas for the Cotton 
Belt and the Corn Belt.’* A calculation of the income value reflected 
by the occupational distributions was the same as for the Corn Belt? 

Consequently, if the occupational distributions accurately reflect the 
capacity of the farm migrants and thus of the fa-m population, it may 
be concluded that the labor capacity of the white farm lábor force in the 
South is approximately the same as in the rest of the nation. This con- 
clusion is somewhat surprising in light of the significant differences that 
exist between agricultural labor earnings in the South and in the rest of 
the nation." The writer considered the possibility that the farm migrants 
in the South came in disproportionate numbers from the rural areas. with. 
the highest farm incomes. This might then explair the relative ease with 
which Southern farm people fit into the nonfarm eccupation pattern. . 

The hypothesis does not appear to be valid, Lowever. Though data 
are not available to show the origin of white farm migrants by small 


? For a description of the sample, see Section IV below. 


“Though the Cotton Belt does not include all of the Sox th and the Corn Belt. does 
not include all of the North Central States, the income value reflected by the farm 
‘migrants in the Cotton Belt farm (both white and nonwlite) migrants differed from 
that of the South as a whole by less than one per cent, whiE the difference between the 
Corn Belt and the North Central States was about three per cent. This indicates that the 
samples were quite representative of the larger areas. These cziculatións and those referred 
to in the text assume that the rates of pzy in the same occup-tional groups were identical 
in all regions. The validity and significance of this assumption Je discussed in Section IV. 
? For the years 1940 and 1945, the writer has estimated! hat annual labor returns to 
farm workers were as follows (in dollars) : 


Region 1940 1945 
United States $385 $1,135 
New England 505 1,090 
Middle Atlantic ` 565 1,105 
E. N. Central 505 1,455 
W. N. Central 500 1,745 
S. Atlantic 260 710 
E. S. Central 260 540 
W. S. Central 315 760 
Mountain 505 1,560 
. Pacific 530 2,202 


These data relate to all labor in the South. Adjustmen s based on the relationship 
between the value of products sold, traded or used on farms of white farm operators 
and all farm operators in the Scuth, result in estimateseof abor income for white farm 
labor 10 to 12 per cent higher than those given above. Since some Negro labor is used 
on farms operated by white operators, there is a small, but undertermined, downward 
bias in the estimates of' white farm labor income in the South. 
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. afeas, such as counties, data on all farm migrants indicate that the rate 
of migration is as high, if not higher, from counties with the lowest 
levels of living as it is from counties with the highest levels of living.” 


: IV. Wage or Salary Income of Farm Migrants to Urban Areas 


` Because wage and salary data were not available for all farm to 
urban migrants, it was necessary to derive an estimated level of earn- 
"ings from their occupational distribution. This estimate was based on 

* the assumption that the median earnings of the migrant were the same 

. as the median earnings for the occupational group involved. Through 
the cooperation of the Bureau of the Census, it has been possible to 
.obtain the wage and salary data for 9,500 migrants from the Corn 
Belt, 8,900 white and 4,000 nonwhite migrants from the Cotton Belt 
‘to urban areas.” 

The wage or salary data for the sample of migrants cannot be 
directly compared with the data provided in the Census for any urban 
group. First, the wage or salary income is for the year 1939 and at 
least 24 per cent of the individuals included in the sample resided on 
farms part or all of 1939. Thus, the income data do not indicate directly 
the income of the farm migrants in urban occupations. Most of the 
individuals who lived on farms some part of 1939 either would not 
have had any wage or salary income while living on farms because they 
were farm operators or unpaid family workers or would have worked 
as farm laborers at a lower level of money income than the average 
urban wage or salary level. Second, the age distribution of migrants is 
substantially different from that of urban nonmigrants. Despite these 
two difficulties, the availability of these data provide an opportunity 
to check the general validity of the assumptions involved in the earlier 
analysis. 

The migration period covered in the Census questionnaire was from 
April 1, 1935 to the time the Census enumeration was actually made, 

=% The countries in the 16 states of the South were divided into quartiles according to 
the rural farm level of.living index developed by Hagood. The average (unweighted) 
migration rates for the counties in each quartile were calculated for 1930-40 decade. 
The quartiles had the following average rural level of living indexes: 1st, 108; 2nd, 85; 
3rd, 74; and 4th, 60.6. The average migration rates were: 1st, minus 13.1; 2nd, minus 13.1; 
3rd, minus 15.4; and 4th, minus 13.2. Source of data: as to levels of living: Margaret 
Jarman Hagood, “Rural Level of Living Indexes for Counties of the United States, 1940” 


(Washington, 1943) ; and as to migration: Eleanor H. Bernert, “County Variation in Net 
Migration from the Rural Farm Population, 1930-40” (Washington, 1944). 

2 These data were obtained jointly by the Scripps Foundation for Research in Popula- 
tion Problems of Miami University, the Bureau of ‘Agricultural Economics of the 
United States Department of Agriculture, and Agricultural Economics Research of the 
University of Chicago. Mr, and Mrs. Donald J. Bogue contributed substantial amounts 
of their time and energy to the study. It should be noted that the sample included only 
migrants that remained within the same state. 
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which was subsequent to April 1, 1940. Thus pe-sons who migrated 
within an approximate 15-month period followirg January 1, 1939 
would have spent some time on farms during 1939. On the basis of 
Bureau of Agricultural Economics estimates of departures from farm to 
nonfarm areas, and assuming that there was no greater memory bias 
for migrants leaving farms from 1935 through 1938 compared to 
migrants after that date, 24 per cent of the migrants lived part or all 

-of the year 1939 on farms. The wage or salary income of male farm 
residents in 1939 was substantially below that o: urban residents. In 
fact, for employed male farm residents without other income, but with 
$1 or more of income, it was $369; for the employed male urban 
resident, the median was $1,188. Further, 30.5 per cent of the em- 
ployed male farm residents without other income 3ad no money income 
and presumably were unpaid family workers, while only 5.6 per cent 
of the urban group fell into this category. It is -easonable to assume 
that the male farm migrant would not have had money wage or salary 
earnings during the period of residence on farms in 1939 greater than 
30 per cent of the amount he did or would hav2 earned in an urban 
area. Consequently, I have assumed that the median earnings of the 
farm to urban migrants should be increased by a minimum of 10 per 
cent to adjust for the factor discussed here.?* 

The adjustment for the difference in age dist-ibution was made by 
estimating the level of wage or salary income employed urban residents 
would have had if their age distribution had been the same as that of 
the farm migrants. This estimate was then subtra-ted from the earnings 
level reflected by the actual age distribution o: the employed urban 
residents, The results of these adjustments are iadicated in Table V. 

Table V also provides a comparison between the adjusted wage or 

* Sixteenth Census, Population, The Labor Force (Sample Statistics), Wage or Salary 
Income in 1939, Table 10a. 


' “The method of arriving at this estimate -may be indicated briefly. As noted in the 
text, 24 per cent of the migrants lived on farms part or al of 1939. If the movement 
occurred at the same rate durirg the 15 months through March, 1940, a fifth of this 
group of migrants would have lived all of 1939 on farms, while of the remaining four- 
fifths their average experience would have been a half year 5f work on farms and a half 
year of work (or seeking work) in urban areas. Thus taking the urban wage as one and 
the farm resident's salary or wage income as three-tenths, tke follawing weighted average 
for all migrants is obtained: - 

0.76 x 1.00 + = 0.760 

0.048 X 0.30 — 0.014 

0.192 x 0.65 = 0.124 


0.898 e g ; 
This average indicates that the actual wage or salary income of the migrant should be 
increased by about 11 per cent to adjust for the inclusion cf income earned while a farm 
resident. i 
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TABLE V.—MEDIAN ANNUAL WAGE OR SALARY INCOME OF EMPLOYED MALE RURAL FARM 
MIGRANTS TO URBAN AREAS AND OF EMPLOYED MALE URBAN RESIDENTS, AND ADJUSTMENTS 
FOR RESIDENCE AND AGE, Corn BELT AND Corrow BELT, 1939 








Migrants’ Urban 
"Median Residence A Migrants’ Median | Income 
Ar d Col Wage or Adjust- Ad ge t Adjusted Wage or Ratio: 
Ene ORE Salary ^ ment* jus | Income Salary | Migrants 
Income? - ment Income? | to Urban 
(dollars) i (dollars) 
Corn Belt, White 954 95 126 1,175 - 1,218 0.96 
Cotton Belt 
South, White 690 69° 122 . 88 1,010 0.87 
North, White 708 71 134 913 1,040 0.88 
South, Nonwhite 412 41 30 483 465 1.04 
North, Nonwhite 404 40 50 494 465 1.06 


* From special tebulations of Census data. Includes all employed workers on private or non- 
emergency government work in late March 1940, including those with no wage or salary in- 
come, but excludes any worker who had $50 or more of income from sources other than wages 
or salaries. The two standard deviation confidence limits for the sample medians, given in the 
same order as in the table are: 940-968, 670—710, 693-723, 394—430 and 386-422. 

b An adjustment of 10 per cent applied. 

° The age adjustment reflects the difference between the wage or salary level of the distri- 
bution of the employed migrants and of the employed urban residents evaluated at the level 
of earnings by age for the urban residents. For the white migrants, the age distribution and 
earnings levels by ege were those for employed male urban residents for the United States as 
a whole. Source: Sixteenth Census, Population, The Labor Force (Sample Statistics), Wage or 
Salary Income in 1939, Table 6. For the nonwhite data from Sixteenth Census, Population, 
Education, Educational Attainment by Economic Characteristics and Marital Status, Tables 20 
and 35, were used after minor adjustment. 

4 For wage or salary workers without other income on » private and nonemergency govern- 
ment work. Mediart calculated for employed persons including those with no wage or salary 
income in 1939. For Corn Belt the income figure used is for the North Central States. (Six- 
teenth Census, Wage or Sglary Income in 1939, Table 5). For the Cotton Belt, nonwhite, the 
South as defined by the Census is used (ibid., Table I). The median wage and salary incomes 
for the two Cotton Belt areas were not available from the Census and it was necessary to 
estimate the mediars. The median of $1,050 for white male employees for the South as a whole 
was reduced, in each of the two cases, by the percentage that the median family income for 
white wage or salary workers’ families, in the states included in the Cotton Belt area, was 
below the similar median for the South as a whole. (See Sixteenth Census, Population and 
Housing, Families, General Characteristics, Tables 34 and 45.) 


salary medians for the employed male farm migrants and the medians 
for urban employed workers. The results are, I believe, quite con- 
sistent with the estimate of a 10 per cent difference derived for the 
United States as a whole on the basis of the occupational distributions. 
Some of the variation in the ratios of the incomes are undoubtedly due 
to sampling variation. For example, the occupational distribution of 
the sample of Corn Beltemigrants reflected an earnings value of about 
3 per cent more than for all the farm to urban migrants from the North 
Central States. However, the combined occupational distribution for 


310 THE AMERICAN ECONOMIC REVIEW 


all Cotton Belt migrants was virtually identical with that for the South 
as a whole. 

The results are, I believe, reasonably consistert with the estimate 
of a 10 per cent difference in the labor capacitizs of the farm and 
nonfarm labor forces for the United States. The high relative incomes 
of nonwhite migrants in the Cotton Belt offset the somewhat lower 
relative incomes for whites in the same region. These data support one 
of the assumptions underlying the analysis of tke occupational dis- 
tributions, namely, that the farm migrants in any occupational group 
had the same median level of earnings as the urban resident in the 
.same occupational group (after adjustment for aze and sex). If this 
assumption were not valid, the relative money ircomes derived from, 
wage data would have been substantially below © per cent since the 
occupational distributions in our area samples vere very similar to 
those for the regions that included the samples. 

The data on money wages or salaries seem imconsistent with our 
earlier results at one point, namely, that the white labor forces in the 
Corn Belt and the Cotton Belt had the same lebor capacities. This 
conclusion was based on the comparison of the occupational distribu- 
tion, assuming that the levels of earnings by occu»ational groups were . 
the same in the two areas. The data given in Table V on urban wage 
or salary incomes indicate that this assumption $ not valid since the 
occupational distribution of nonfarm white worzers in the South is 
nearly the same as for white workers in the naticn as a whole. Does . 
the difference in the earnings of the urban resideats in the South and 
in the North Central States reflect differences in tie labor capacities of 
the nonfarm labor forces of the two regions? 'Theugh I cannot justify 
my conclusion in the space available to me, I would answer the question 
in the negative. Some of the difference can be explained in terms óf 
the distribution of workers by size of community and size of plants in 
which workers are employed. Much of the rema.nder was due to the 
demand and supply relations in the labor market ia the South compared 
to the rest of the nation. There is some evidence taat there was a fairly 
substantial reduction in the labor-earnings differential between the 
South and the rest of the country from the late "thirties to the late 
"forties.** 

Even if one accepts the assumption that the di&erence in labor earn- 
ings of urban residents does not reflect any differerce in labor capacities, 


? See D. Gale Johnson, “Some Effects of Region, Community Size, Color and Occupation 
on Family and Individual Income,” Studies in Income andeWealth, Vol. XV (New York, 
National Bureau of Economic Research, 1952), p. 64. See alsc pp. 57-63 for a discussion 
of wages and labor earnings in the South compared to other regie ns. 


=" Thid., pp. 57-63. 
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there is a difference in the ratio of farm migrant and urban incomes in 
the Corn Belt and Cotton Belt. 

It should be noted, however, that the occupational distribution of 
the Corn Belt migrants reflected an earnings value of about 3 per cent 
more than for all the farm to urban migrants from the North Central 
States, while the combined occupational distribution for all Cotton Belt 
migrants was virtually identical with that for the South as a whole. 
Thus if one reduced the ratio of migrant to urban incomes from 0.96 
to 0.93, this might be a reasonable estimate for the North Central States 
as a whole. While the difference that remains of approximately five per 
cent in relative incomes after this adjustment is probably greater than 
can be explained by sampling errórs, it does not seem unduly large given 
the other adjustments that have been made in the data. 

The major surprise in the results is the nonwhite results. The con- 
sistency of results for the two samples creates doubt that the high 
ratio can be explained by sampling variability. . 


V. Qualifications and Conclusions 


If the occupational experience and wage or salary income of recent 
migrants from farm to nonfarm areas can be used as an indication of 
labor capacity, and if farm migrants are representative of the parent 
farm population," then farm people have a labor capacity approxi- 
mately 90 per cent of nonfarm people of the same age and sex. Two 
main hypotheses are indicated in this summary statement and the con- 
clusion obviously depends upon their acceptance. 

I believe that the first of the hypotheses-may be Sabie to some 
reservation. The occupational and wage experience of farm migrants 
in the first year or'so following migration may underestimate the level 
of their labor capacities. Such an underestimate would occur if migrants 
tended to improve their occupational or income situation to a greater 
degree than the rate of advancement normally associated with age and 
experience. This proposition is one that can be put to empirical test 
and such a study is now under way. 

It should be noted that in all analyses and calculations medians have . 
been used instead of arithmetic means. However, we know that distribu- 
tions.of wage or salary data are not symmetrical, but exhibit an im- 
portant degree of skewness, with the median less than the means. If 
the ratio of the mean to median were the same for all of the wage distri- 
butions used, it would make no difference in any of the results obtained 
in our analysis. However, though there is evidence that the ratio of the 


* [t is argued that the farm migrants are representative of the farm population only 
after adjustment is made for age and sex. 
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mean to the median is generally larger in the higher than in the lower- 
paying occupations, given the diversity within the broad occupational : 
groups used by the Census, there is no systematic ‘elationship between 
the mean and median as the median wage income rises.” 

Though some doubt may be cast upon the accuracy of means calcu- 
lated from open-ended distributions, comparisons ‘were made using the 
calculated means as well as the medians in estimatiiig the earnings value 
of occupational distributions. In every case the change in the results 
was very minor. For example, though the ratio of the income value of 
.the occupational distribution of male farm migrarts to urban areas to 
the same estimate for urban nonmigrants was sliglitly less when means 
rather than medians.were used, the results when rcunded to the nearest 
per cent were identical. In general the effect of using the estimated 
means rather than medians would not have changed the results given 
' in Table III by more than one per cent. 

'The results obtained have several important empirical or practical 
applications, of which two may be noted quite briefly. One is the rele- 
vance of the results to comparisons of farm and nonfarm incomes, or 
more specifically, to comparisons of labor returns :o farm-and nonfarm 
workers.” Any comparisons of returns for large and relatively hetero- 
geneous labor groups are always suspect, unless an effort is made to 
determine the relative equivalence of the labor capacities of the groups. 
The present results, however, should not be used Jirectly without first 
standardizing the labor groups being compared fcr age and sex distri- 
butions. If this is done, it may well be found that the farm labor force 
has a larger proportion of its members in the ag: groups with lowest 
earnings. However, the effects of the unfavorable age distribution are 
likely to be largely offset by the relatively small proportion of females 
in the farm labor force compared to most other groups. Using 1940 
urban wage distributions by age and sex as weights, the 1940 farm labor 
force had an earning capacity about 4 per cent below the nonfarm labor 
force. Thus, if real labor returns were as much as 14 per cent lower for 
the average farm worker than for the average ronfarm worker, this 
might well be consistent with equal real returns for comparable 
workers. 


7 Estimates of the mean for the seven nonfarm occupatioial groups for males were 
made from the available distributions. The ratios of the estimated mean to medians for 
experienced workers receiving more than $100 in 1939 were: {1) Proprietors, etc., 1.22; 
(2) professional and semi-professional, 1.20; (3) clerical and sales, 1.14; (4) craftsmen 
and foremen, 1.06; (5) operatives, 1.07; (6) service workers (excluding domestic), 1.18, 
and (7) laborers, 1.12. Source: Sixteenth Census, Popzgation, yok HI, Labor Force, 
Part I, Table 72. 

= See L. H. Bean, “Are Farmers Getting Too -Much?” aad comments by D, Gale 
Johnson and J. D. Black, Rev. Econ. Stat., Aug., 1952, X XXT'!, 248-61. 


i 
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A second application of these results is the assurance that they pro- 
vide to new employers who might wish to locate in areas of low farm 
incomes. The evidence indicates that such employers will find indi- 
viduals having or capable of quickly achieving a wide range of skills. 
Only in the managerial and professional categories is it likely that new 
employers will have difficulty in recruiting a labor force roughly equiva- 
lent to that available almost anywhere in the United States. The evidence 
provided by the data for farm migrants is perfectly consistent with 
the favorable labor productivity experiences of many firms that have 
located in rural areas where farm incomes have been low. 


FUTURES TRADING AND HEDGING 


By HOLBROOK WORKING* 


A good deal of difference of opinion on the utility of futures trading 
persists even among economists who have studied the subject rather 
closely. Some, at least, of this disagreement is traceable to imperfect 
concepts that emerged in connection with early academic studies of 
futures trading. Such concepts have tended to survive on the strength 
of their partial validity, despite shortcomings evident to the well-in- 
forméd. Businessmen and others who are intima-ely acquainted with 
futures trading and its consequences tend to realize (often uncon- 
sciously) the defects of such imperfect concepts, tc employ the concepts 
so far as they are valid and useful, and to avoid Crawing any seriously 
mistaken conclusions from them. People who have little direct knowl- 
edge of futures trading and its observable results have no such protec- 
tion against false inferences. If, like most economists, they are accus- 
tomed to rely on deductions from what seem t5 be well-established 
premises, they are especially vulnerable to the imperiections of basic 
concepts. ` 


I. Origin and Nature of Futures Trading 


Much of the popular suspicion of futures trading stems from a sense 
of mystery associated with it. It is in this respsct, and some others, 
rather like bank credit. Futures trading, like banking, is an insti- 
tution that developed as a contribution to efficiency of a relatively 
free competitive economy. A primitive form of futures trading emerged 
spontaneously in various market centers at least is early as 1850. Only 
in the grain trade at Chicago, however, was the demand for a means 
of hedging commercial risks then strong and persistent enough to per- 
mit this unconventional form of trade to survive the fluctuations in 
speculative interest, overcome conservative opposition, and live through 
the stormy period of experimentation necessary to put it on a firm foot- 
ing. When that had been accomplished at Chicago, the new form of 


*The author is associate directer of the Food Research Institute, and professor of 
prices and statistics, Stanford University, This paper has been prepared under a research 
'grant from the Merrill Foundation for Advancement of Firancial Knowledge. 
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trading was soon adopted at other market centers and for other com- 
modities than grains,’ 

Futures trading in commodities may be defined as trading conducted 
under special regulations and conventions, more restrictive than those 
applied to any other class of commodity transactions, which serve 
primarily to facilitate hedging and speculation by promoting excep- 
tional convenience and economy of the transactions. 

This may seem to some an inadequate definition. It does not say 
that futures trading is buying and selling for deferred delivery; it draws 
only a slender line of distinction between futures transactions and. 
"cash" transactions (dealings in the "actual commodity"); and it 
makes the distinction between futures trading and other sorts of trading 
turn primarily on purpose rather than on more easily and objectively 
recognizable criteria. All of these characteristics are in fact merits 
of the definition. ' 

It would be inaccurate to define futures trading as always involving 
purchase and sale for deferred delivery. Trading in the September wheat 
future, for example, is done in the month of September as well as in 
earlier months, and in that month it often happens that some sellers 
of September wheat intend to make immediate delivery, and the 
purchaser knows that he may expect to receive immediate delivery. The 
price of the future is then in fact a spot price. One might, of course, 
qualify the statement by saying that most futures trading is for de- 
terred delivery. The statement would then be true, but objectionable in 
a definition because it would focus attention on a characteristic (de- 
ferred delivery) that has little distinguishing value. A great deal of 
buying and selling that is 20£ futures trading involves delivery at some 
later time. In international commodity trade in staples, purchases 
calling for delivery two or three months or more in the future are 
commonplace, quite apart from true futures trading, and independently 
of whether or not futures trading exists in the commodity. Much of 
the trade in manufactured products as diverse as flour, steel rails, and 
machine tools (none of which has futures trading) involves purchase 
on contracts entered into several months in advance of the specified 
delivery date; in the case of machine tools, the interval may sometimes 


''Phis, in two sentences, is the story that can be read from scattered comments in 
Charles H. Taylor, History of ike Board of Trade oj the City of Chicago (Chicago, 
1917). Passages in Vol. I, pp. 146-47, 192, 217, 317 and 332, among others, cover the 
main developments through 1865, when the Board of Trade at last assumed responsibility 
for aiding and governing the conduct of futures trading. i 

H. C. Emery, in Speculation on the Stock and Produce Exchanges of the United States 
(New York, 1896) traces the history of trading that had at least some essential character- 
istics of that done in futures, from institution of the use of warrants by the East India 
Company in -1733 (p. 35), and says that “Futures were sold in some kinds of grain in 
Berlin by 1832, and some years earlier in France and Holland” (footnote, p. 41). 
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be measured in years. Because the people who tum for enlightenment 
to a definition of futures trading are often unawere of the wide pre- 
valence of forward purchases (except in retail trad2), the characteriza- 
tion *usually for deferred delivery" would fail to be generally recog- 
nized as only slightly narrowing the area of reference, and would divert 
attention from more sharply distinguishing charac:eristics. 

The definition given above does in fact distinguish clearly between 
futures transactions and other transactions—so clearly that there need 
never be any problem of identification except in such cases as appeared 
when futures trading was taking its first steps in 2volution from other 
trading and was not yet clearly differentiated. The definition lacks 
sharpness only in the sense that it does not make futures trading 
appear very different from other trading. That is a merit, because 
futures trading in fact has no distinguishing ecomomic characteristics - 
-except those stated in the definition, or resulting from them (such as 
exceptional volume of trading, frequency of transzctions, and publicity 
of quotations). 

If a reader feels that the foregoing definition does not distinguish 
strongly enough between futures trading and other trading in commodi- 
ties, it may be either because he underestimates the remarkable con- 
venience and economy which are the primary distinguishing character- 
istics of futures trading, or because he mistaken-y believes it to have 
peculiar characteristics that it does not have, Its extraordinary economy 
is illustrated by data cited below, in another connection, indicating 
that a trader in cotton futures could make a very satisfactory net in- 
come on the basis of a gross profit margin of abcut 23 cents per thou- 
sand dollars worth of transactions—a gross prcfit of one-fortieth of 
one per cent, 

Mistaken impressions of the difference betwee futures trading and 
other trading have been furthered by a language difficulty that arises 
in connection with the frequent need to speak co lectivelv of all-other- 
sorts of trading, as against futures trading. There is no good and con- 
venient word for the purpose—and perhaps there cannot be, simply 
because the need is to designate all of a heterogeaeous category except 
one special, narrow segment of it. “Nonfutures” would be an accurate 
and transparent term for the purpose, but an awkward one. In this 
situation, convenience has been served most commonly by using the 
word “cash” to mean “nonfutures.” The practice probably originated 
in the Chicago grain trade, contemporaneously with the origin of sus- 
tained futures trading. Its application involved two shifts of meaning: 
(1) use of “cash” to designate, not immediate payment, as is usual, but 
immediate delivery; and (2) extension of the altered meaning to cover 
all terms of delivery except those involved in futures contracts. These 
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changes left the word with no logical merit for the purpose except its 
brevity. In the cotton trade, the common word for “nonfutures” is 
` "spot." This is inherently more confusing than use of the term “cash,” 
because “spot” continues to be used in the trade also in its specific sense 
of "immediate delivery"; but the grain trade has lost such potential 
relative advantage of clarity as it might have had, by using "cash" 
.also as equivalent to “spot” in the sense of “immediate delivery."? 
Most seriously misleading is the frequent resort to use of “actual” to 
mean “nonfutures,” as when purchases on terms other than those of 
futures contracts are distinguished as purchases of the “actual com- 
modity." That expression is used to include forward purchases other 
than on futures contracts, even though all forward purchases are alike 
in the fact that there is no acquisition of the actual commodity at the, 
time of purchase.’ Like the other-expressions used for the same pur- 
pose, it is a verbal expedient only vaguely defensible in terms of the 
normal meaning of the expression. Futures contracts involve transac- 
tions in the actual commodity as truly as do any other forward transac- 
tions. 

As regards failure of the definition to give easily and objectively 
recognizable criteria for identifying futures trading, it should be noted 
that there is no practical problem of identification except in cases of 
primitive futures trading, and in such cases purpose is the only avail- 
able criterion;* otherwise, futures trading has always gone under that 
name, or the equivalent in another language. The definition should 
indicate the essential distinguishing nature of futures trading, and that 
is not done by mere listing of superficial technical characteristics, 
specified in regulations intended to promote convenience and economy. ' 
Reliance on these ‘superficial characteristics for definition encounters 
also the difficulty that they have varied widely from time to time and 
from place to place. Consequently, definitions based on such character- 
istics show an historical trend toward increasing complexity and obscu- 
rity as later writers tried to remedy technical SHOLGEOPHEBES found in 
earlier definitions.* 


"'This is not to say that anybody in either the cotton or the grain trade is confused 
by these practices any more than initiates are confused by the colloquial uses of “buck,” 
"date," and "doll" (all words with the same brevity as “cash” and “spot”); but the 
usage is a bit frustrating, and even misleading, to an inquiring novice. 

* Whether use of the.expression has its foundation directly in this characteristic, or in 
the related fact that speculators use futures contracts, as they may any forward con- 
tracts, to avoid necessity for kandling of the actual commodity, is a matter of surmise. 

*'The characteristics of convenience and economy being at that stage not well developed. 

5See, for example, the evolution of definitions from H. C. Emery, op. cit, p. 46, 
through J. G. Smith, Organized Produce Markets (London, 1922), p. 44; C. O. Hardy, 
Risk and Risk Bearing (Chicago, 1923), pp. 205-06; J. B, Baer and O. G. Saxon, Com- 
modity Exchanges and Futures Trading (New York, 1949), pp. 132-34. 
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II. Hedging as a Basis for Futures T vading 


An interesting conflict of evidence has emerged regarding the com- 
parative róles of speculation and. hedging in sustairing futures trading. 
Most of the available information prior to about 1920 encourages the 
view that futures trading rests primarily on an u-ge for speculation. 
Hedging is rarely mentioned except in arguments justifying the con- 
tinuation of futures trading. One gains the impressien that hedging, like 
a hitchhiker, seized. the chance for a ride since speculation presented 
the opportunity. But as statistics have been accumulated that give ap: 
propriate quantitative information on futures markets, year in and year 
out, hedging begins to look like the driver, and speculation in futures 
like a companion going where hedging gives it oppo-tunity to go. 

The first conspicuous evidence in this direction came in studies 
of the Grain Futures Administration (predecessor ef the present Com- 
modity Exchange Authority) that showed the vo:ume of open (out- 
standing) futures contracts in each commodity rising and falling each 
year in rough correspondence with the volume oí the commodity in 
commercial hands and likely to be hedged.* Specula:ors tend to be most 
heavily committed in futures, not during the growimg season of a crop, 
when prices are most variable, but some time after harvest, when large 
stocks have moved into commercial storage and beer. hedged. 

As between commodities, the volume of open ccntracts varies like- 
wise with the amount of the commodity that is hedzed. The volume of 
open contracts in wheat futures in the United S ates during recent 
years has averaged about 90 million bushels, while the volume in corn 
futures has averaged not much over 50 million, though corn has been 
produced in nearly three times the volume of wheat, The reason is that 
much less corn than wheat gets into commercial hands (farmers rarely 
or never hedge the stocks that they hold). Oats, procuced in volume less 
than half that of corn and, like corn, stored mainly on farms, has had 
an average volume of open futures contracts less thaa half that of corn." 
So one may go through the list of commodities in which there is futures 
trading and find, wherever there is information on tae amount of hedg- 
ing use of futures markets, an unmistakable connection between size 
of the futures market and ‘the amount of hedging that the market is 
called on to carry.? ` 


See, for example, the summary of much earlier work in G. Wright Hoffman, Grain 
Prices, and the Futures Market, U. S. Dept. Agric, Tech. Bul. No. 747, January 1941, 
pp. 33-38. 

Data are conveniently available in Agricultural Statistics (Washington) for any 
recent vear. L 

3 Size of a futures market is better judged by volume of open c mtracts than by vult 
of trading because of the wide variation between markets in prcportion of trading con- 
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Though the amount of speculation on a futures market seems to 
depend so much on the volume of hedging, there is also a connection 
in the other direction. As between different exchanges dealing in the 
same commodity, there is a strong tendency for hedgers to prefer to use 
the exchange which has the largest volume of speculative trading. We 
shall examine the reason for this later. As regards commodities, it may 
be observed that in some the volume of hedging has, at times at least, 
been restricted by absence of sufficient speculative interest to carry the 
hedges.” In the United States, no futures market for a commodity 
which is chiefly imported, has flourished like the markets for the more 
important domestically produced commodities. This may be not entirely 
because the imported commodities give less occasion for hedging, but 
partly because there are relatively few people in the United States who 
have acquired an interest in those commodities sufficient to inspire 
speculation in them. 

When one reviews evidence on the earlier history of futures trading, 
making allowance for the tendency for sporadic news and comment to 
concentrate on the unusual, and for exceptional outbursts of specula- 
tion to draw special attention, one can find reason to think that a desire 
for hedging opportunities may have always provided the primary sup- 
port for futures trading. It seems reasonable to suppose that a-primi- . 
tive form of iutures trading in grains was able to survive and develop 
to maturity in Chicago in the middle of the last century, whereas 
similar trading tried somewhat earlier in Europe was abandoned, be- 
cause there was much more occasion for hedging the large stocks of 
grain that came into commercial hands in the Chicago area than for 
hedging the much smaller stocks of European markets. It seems quite 
clear that the first successful futures trading in wheat in Great Britain 
was based on contracts for Californian wheat because that was the 
wheat which importers found most need to hedge, on account of the 
long periods over which importers held ownership while the wheat 
travelled by sailing vessel around Cape Horn to Britain.” 

One can imagine existence of futures trading purely on the basis 








tributed by "scalping" and. by other trading that involves holding a commitment for 
only a few minutes or hours, with corcespońdingly small speculative risk and small 
economic significance. 

For example, such an inference seems to follow from information in Blair Stewart, 
Trading in Wool Top Futures, U. S. Dept. Agric., Circ. No. 604, August 1941, pp. 16-26. 

*See Holbrook Working and Sidney Hoos, “Wheat Futures Prices and Trading at 
Liverpool since 1886,” Wheat Studies of the Food Research Institute (Nov. 1938), XV, 
125, 142-44. I would now att& ch less importance than is done there to the uniformity of 
the quality of the Californian wheat, judging that factor to have been important mainly 
in the preference for the Californian over the Indian wheat contracts, in which also 
there was effort for a time to maintain futures, trading. 
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of desire of people to speculate; but apparently futures trading cannot 
long persist except on the basis of conditions. that create speculative 
risks which somebody must cerry, and which some people are led to 
transfer to others by hedging. The reasons for -hoosing thus to transfer 
risks deserve our attention next. 


III. Misapprekensions about Hedging 


It is common to suppose that hedgers exercise no part in determining 
the price of the commodity in which they dea., and this supposition is 
substantially valid as regards chose who practice hedging uniformly." 
But most hedgers are engaged -n a business that requires them to keep 
informed on many aspects of the commodity situation, with the result 
that many hedgers often form cuite definite op‘nions on price prospects. 
Except in firms that have a strict rule against taking hedgable risks, 
it is common, therefore, for s:ocks to be carried unhedged at times, 
when the responsible individua. expects a price advance, and for stocks 
of the commodity to be hedged at other times. Some individuals and 
firms hedge stocks only when they are part.cularly fearful of price 
decline. 

Such discretionary hedging, involving a firm in the practice of both 
hedging and speculation, seems to be especially prevalent among dealers 
and processors who handle commodities such as wool and coffee, that 
have relatively little public speculation in their futures markets.” 
When hedge selling in such a futures market becomes heavy, the price 
may readily be depressed to a point where a good many dealers and 
processors are attracted by the possibilities o? profit through specula- 
tive holding of the commodity. Even among aandlers of commodities 
which attract broad public par-icipation to their futures markets, such 
as wheat, discretionary hedginz is not uncommon.** Consequently the 
existence of futures trading in a commodity and widespread use of 
futures for hedging,do not in fact mean that the responsibilities of 
price formation are shifted. entirely, or even mainly, to people who. 
deal only in the commodity fucures. 

A major source of mistaken notions of hecging is the conventional 
practice of illustrating hedging with a hypothetical example in which 


" Not entirely valid because hedgers are the active agents in determining the relation 
of spot to futures prices, and to that sxtent they play a major rôle in formation of the 
Spot price. ' : 

“The case of wool has been documented (cf. Blair Stewart, op. cit.); the inference 
that similar situations exist in certain other commodities & based on fairly reliable trade 
reports, i e 

1 Cf. the Federal Trade Commission’: Report on the Grein Trade (Washington), Vol. I 
(1920), pp. 213-27; and Vol. VII (1926), pp. 38-57; and Holbrook Working, “Financial 
Results of Speculative Holding of Wheat,” Wheat Studies (July 1931), VII, 417-28. 
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the price of the future bought or sold as a hedge is supposed to rise 
or fall by the same amount that the spot price rises or falls. Let us 
instead consider hedging realistically in terms of some actual prices. 
The prices to be used will be those for wheat at Kansas City on the 
first trading day of each month in which futures matured during the 
crop-year 1951-52. 

On the first business day of July 1951, a merchant or processor? 
considering the purchase of the cheapest quality No. 2 Hard Winter 
wheat (the quality represented by quotations on Kansas City wheat 
futures) found such spot wheat selling at 3 cents per bushel under the 
price of the Septemoer future. If he bought spot wheat, hedged it in 
the September future, and carried the wheat until the first business day 
of September, the results, in cents per bushel, would have been as shown 
below: 














Date and Price 


Quotalión July 2 Sept. 4 Gain or Loss 
Spot No. 2 Hard (low? 2291 228 = | | ...... 
September future 2324 23834... Sates 
Spot premium —3 —1 +2 (gain) 


The profit of 2 cents per bushel is calculated above, in what may 
seem an awkward way, from the change in spot premium (a negative 
premium, or discount, on each of these dates). It is awkward, however, 
only for those to whom it is unfamiliar. The hedger tends to calculate 
his profits in this way because he would buy the wheat on July 2 
primarily for the rezson that he could get it at discount of 3 cents per 
bushel under the price of the September future. In fact, the bargaining 
which preceded the purchase would normally proceed in terms of dis- 
count rather than of price, the price being ascertained by reference to 
the latest futures price quotation, after sale at a mutually satisfactory 
discount had been agreed on.” 


^ Kansas City is used rather than Chicago because changes in the major wheat-produc- 
ing ereas and in the normal lines of movement of the commodity have left Chicago 
with a vestigial spot wheat market that no longer affords a good source of spot price 
quotations. 

* The case of a merchant or processor deserves to be considered rather than that of 
someone not in such a business, who might buy merely for storage, because merchants 
and processors gain auxiBary benefits from having stocks on hand that give them a 
competitive advantage in storing. Their competition for the returns available from storage 
leaves little opportunity for profitable storing as- an independent enterprise. 

This ‘is the normal procedure in connection with spot sales of wheat at Kansas City 
and at other markets with active futures trading. The actual bargaining on July 2, 
however, would have been in terms of premium or discount in relation to the price of^ 
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The fact that on September -, No. 2 Hard Winter wheat sold at a 
discount under the September £iture, though it is the grade of wheat 
currently deliverable on the future, is accounted for by the fact that 
the spot price applies to whea- “on track," requiring additional ex- 
penditure to get it into a warenouse.*’ Wheat was then moving into 
commercial storage on a large scale because of heavy marketing bv 
producers. 

On September 4, our grain merchant or processor would probably 
not have sold the ‘wheat he beught earlier, but instead would have 
bought more wheat. If he did that, and held until December 1, the 
results, in cents per bushel, wold have appeared as follows: 











Date and Price 








Quotation Set. 4 Dec. 1 Gain or Loss 
Spot No. 2 Hard (low) B24 : 252... . sx 
December future 2881 232^. — f —— xov 
Spot premium ` — 54 Q +52 (gain) 








In this case the spot price o- the cheapest deliverable wheat came, 
on December 1, to exact equelity with the price of the December 
future, and the gross return fcr storing the wheat was exactly what 
might have been expected, on September 4, from the fact that such 
wheat was then selling at a discaunt of 534 cents under the price of the 
December future. 





the July future, the prospective hedger bearing in mind the prevailing discount of the 
July future under the September. 

Since the gain or loss from hedging alculated in such tabulations as that in the text 
above depends only on the spot premiums, the prices included in the tabulations are no 
more than interesting collateral information. The spot premium or discount for a 
specified quality of the commodity rarely changes much during the course of a day or 
even à week, With regard to the future. prices, however, it is pertinent to note the time 
of day. Those used here are the closinz prices for the day. The spot prices are closing 
prices of the future currently being used as a basis for spot sales, plus the quoted premium 
for lowest quality No. 2 Hard Winter wàeat. The source is the Kansas City Grain Market 
Review, which quotes also daily high and low spot prices for the various grades, in 
which the low quotation for each grace is obtained by adding the premium for lowest 
quality wheat in that grade to the low-st price of the future for that day. 


"Sometimes the spot price on track-in a delivery month falls to a considerable dis- 
count under the near future because of lack of warehouse space for economical storage. 
The spot price on track tends to be at a Ziscount under the price of a current-morith future, 
which is then also effectively a spot pice, when the prevailing direction of movément 
of the commodity is into storage; it teads to stand at a premium over the futüre when 
the prevailing direction of movement is out of storage. Moreover, the spot quotations for 
the cheapest wheat of deliverable grade may represent wheat*of slightly better quality than 
that which will be delivered on futures contracts. To be graded No. 2, wheat must meet 
all-of several requirements; the wheat -elivered on futures contracts may be at or near 
the minimum in all respects when the cheapest wheat on which spot quotations are available 
is close to the minimum in only one of the grade requirements. 
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In these calculations we have left out of account the possibility 
that a merchant who bought at a discount of 534 cents on September 
4 might have got wheat of a little better than minimum No. 2 quality— 
wheat which might have been sold on September 4 at a discount of, 
say, 514 cents, rather than 534 cents, if the seller had been willing to 
look farther for a buyer. And we have ignored the possibility that on 
December 1 the merchant might have sold at a premium of 1⁄4 cent 
over the December future by virtue of the slightly superior quality of 
the wheat, and by finding a buyer who did not choose to shop around 
enough to get the best bargain possible. In other words, we have left 
out of account sources of normal merchandising profits. 

On December 1 a merchant or processor may seem to have had no 
incentive for longer holding of wheat for which he had no immediate 
need, The spot price then was on a par with the December future, and 
at a premium of 1 cent over the price of the May future. But let us 
suppose that he continued to hold, with a hedge in the May future, 
and see what would have happened if he held until May 1. Though we 
imagine that the wheat is already in storage, we may make the next 
calculation as though it concerned a new purchase: . 


Date and Price 





* Quotation Dec. 1 May 1 Gain or Loss 
‘Spot No. 2 Hard (low) 252 2470 Ga 
May future ; 261 2381 .— | | ...... 
Spot premiunt +1 +9 --8 (gain) 





This time a merchant would have gained a gross return of 8 cents 
per bushel from storage. It would have been in part a windfall profit, 
since he had no advance assurance of. obtaining it; but he would have 
gained it on a quite conservative venture. He was well assured of not 
losing more than 1 cent per bushel (because the spot wheat that he held 
would surely sell at as high a price as the May future at some time in 
May), and he could count with virtual certainty on spot wheat going 
to a substantial premium over the price of the May future at some 
time between December and May.*® 

As of May 1, there remained no prospect of profit from continued 
storage of wheat during that crop-year, unless perhaps for a few days 
more. Before the end of the month, the spot premium, based on the 

*Qne of the indications of this prospect was the fact that spot wheat had already 
reached.a premium of 1 cent over the May future by December 1. The cause, of which 
any holder of large wheat stocks would have been well aware, was the holding by 


growers of some 300 million bushels or more under nonrecourse loans offered by the 
Commodity Credit Corporation. 
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May future, would have to fall from 9 cents to near zero.’® Moreover, 

.the spot price on May 1 was at a premium of 18 cents over the July 
future, and that premium should be expected to fall to zero or below 
by July 1. The outcome, if a merchant in fact held any wheat in storage 
from May 1 to July 1, was as follows: 








Date and Price 











Quotation May 1 July 1 Gain or Loss 
: Spot No. 2 Hard (low) 247i 2183 — | |  ...... 

July future 229i 225:-.— Ub uev 

Spot premium +18 ET — 244 (loss) 





Probably some merchants did store a little wheat from May 1 to July 
1, hedged in the July future, and did takė the loss per bushel indicated 
by the above calculation. Grain merchants, like operators of retail 
stores, must try to keep adequate stocks on their shelves to serve their 
customers. But a merchant who hedged would have seen clearly on May 
1 that any wheat that he might continue to hold until July would in- 
volve a loss, as surely, though not so completely, as would Christmas 
trees held until December 26. - 

The foregoing examples.of hedging tend in one respect to be a little 
misleading; spot premiums do not always follow so obviously logical a 
pattern through the course of a crop year as they did in 1951-52. Tf 
spot wheat in July, were regularly, in all years, at a moderate discount 
under the September future, and if spot wheat, in September, were 
always at a large discount under the December future, and spot wheat 
in May always at a large premium over the July futare, merchants and 
processors would have less need than they do for futures markets.” 
They would then have no need to watch spot-future price relations in 
order to judge when to accumulate stocks, and when to draw them low. 
But our purpose at the moment is merely to see how hedgers use spot- 

* Not necessarily to zero, because deliveries on futures contracts would consist of wheat 
in public elevators; in May, wheat on track tends to be worth more than the same 


quality of wheat in a public elevator because it is already loaded in a freight car and 
ready to be moved to wherever it is wanted. 


? When spot wheat in May is at a premium over the July future, it is not because the 
new wheat crop—coming to market in large volume by July—is expected to be large, but 
because current supplies of old wheat are scarce. (In May 1952 the scarcity applied only 
to commercially available supplies, being a result of the large holdings of wheat by the 
Commodity Credit Corporation in connection with its price-support operations) On 
the subject of “inverted” intertemporal price relations in ggneral, see Holbrook Working, — 
“Theory of the Inverse Carrying Charge in Futures Markets," Jour. Farm Econ. (Feb. 
1948), XXX, 1-28; “Professor Vaile and the Theory of Inverse Carrying Charges,” Jour. 
Farm Econ, (Feb. 1949), XXXI, 168-72; and “The Theory of Price of Storage," Am. 
Econ. Rev. (Dec. 1949), XXXIX, 1254-62. 
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futures price relations as a guide in inventory control, thereby earning 
a return for holding stocks that must be stored by someone. We may 
reasonably avoid being led here into discussion of the frequent effects 
on spot premiums produced by exceptional export demand, by govern- 
mental price supports, or by unusual holding disposition on the part of 
producers, ^ 

We should now note three facts concerning hedging. First, contrary 
to a common impression, hedging of the sort here considered is not 
properly comparable with insurance. It is a sort of arbitrage. We shall 
consider later an example of conditions under which hedging may in 
fact be profitably compared with insurance, but such conditions obtain 
for only a small proportion of the hedging that is done on futures 
markets. Most hedging is done in the expectation of a change in spot- 
future price relations, the change that is reasonably to be expected 
being often indicated quite clearly by the current spot-future price 
relation. 

Secondly, hedging does not eliminate risks arising from price varia- 
bility. Risk is less than on stocks held unhedged, but it still exists. 
When the commodity involved is of quite different quality than that 
represented by the future, or in a location remote from that to which 
the futures price relates, the risks assumed by hedgers tend to be 
much larger than is suggested by the examples given here. 

And thirdly, hedging is not necessarily done for the sake of reduc- 
ing risks. The róle of risk-avoidance in most commercial hedging has 
been greatly overemphasized in economic discussions. Most hedging 
is done largely, and may be done wholly, because the information on 
which the merchant or processor acts leads logically to hedging. He 
buys the spot commodity because the spot price is low relative to the 
futures price and he has reason to expect the spot premium to advance; 
therefore hé buys spot azd sells the future. Or in the case of a flour 
miller, he sells flour for forward delivery because he can get a price that 
is favorable iz relation to the price of the appropriate wheat future; 
therefore he sells flour and buys wheat futures. (Here the arbitrage, it 
' may be noted, is between two forward prices, that for flour and that 
for wheat.)? 

Incidentallly, recognition of the fact that hedging may be done 
purely as a logical consequence of the reasoning on which the hedger 
acts (reasoning, for example, that the spot price is low relative to the 


“Two instructive explanajions of hedging written by hedgers themselves, such as are 
not often found, are: Ellis D. English, “The Use of the Commodity Exchange by 
Millers,” Proceedings, Fitth Annual Symposium (Chicago Board of Trade, 1952, mimeo.) 
pp. 22-29; Virgil A. Wiese, “Use of Commodity Exchanges by Local Grain Marketing 
Organizations,” ibid, pp. 108-16. 
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future) rather than from any special desire to minimize risks, helps to 
explain why many dealers and processors sometimes hedge and some- 
times do not. As we have remarked, merchants and processors, even 
though they hedge, have need to keep informed on conditions that affect 
the price of the commodity and they may often have opinions on pro- 
spective price changes. If a merchant is accumulating stocks at a time 
when spot premiums are low—his most reliable basis for such action— 
and if at the same time he is fairly confident of an advance in futures 
prices as well as in spot premiums, why should he not carry the stocks 
unhedged, if he can afford to take some extra risk? 

Perhaps the main reason that hedging, as commonly practiced on 
futures markets, has been so widely misunderstood and misrepresented 
is that economists have tried to deal with it in terms of a concept that 
seemed to cover all sorts of hedging. This would be desirable if it were 
feasible, but the general concept of hedging as taking offsetting risks 
wholly, or even primarily, for the sake of reducing net risk, serves so 
badly as applied to most hedging on futures markets that we need 
another concept for that most common sort of hedging. To put it briefly, 
we may say that hedging in commodity futures involves the purchase or 
sale of futures in conjunction with another commitment, usually in the ex- 
pectation of a favorable change in the relation between spot and futures 
prices. 

An unfortunate consequence cf the prevalent misconception of hedg- 
ing has been that, while it has correctly credited futures markets with 

_allowing merchants and processors to curtail their risks, it has diverted 
attention from a service of probably larger economic importance. 
Merely by supplying simultaneous quotations applying to various sub- 
sequent dates, futures trading tends to promote economically desirable 
control of stocks; and futures markets, through their use for hedging, 
make the holder of stocks sharply aware of any losses that must be 
expected from carrying unnecessary stocks in times of relative short- 
age of supplies, and provide assured” returns for storage over periods 
when there is a surplus to be carried. A merchant or processor with 
warehouse facilities will undertake storage in response to prospect of a 
10-cent per bushel gain from carrying hedged stocks about as readily as 
he will undertake storage in response to an offer of 10 cents per bushel . 
as a fee for storing government-owned grain. Indeed he may undertake 
storage for the return promised by hedging more willingly than for the | 
fee, because the stocks that he holds hedged need be carried only as 
long as he wishes, and can be a source of convenience or of profit in 
connection with his merchandising or processing business. The argu- 


2'Though subject to some risk, as we have seen. 
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ment often made that management of reserve stocks of commodities 
should be a governmental function rests in large part on ignorance of 
the effectiveness with which the hedging facilities of futures markets 
assure private carrying of stocks in about as large a volume as can be 
justified on purely economic grounds.” ^ 

The claim sometimes made by able economists** that prices of such 
storable commodities as wheat, corn, and cotton fluctuate excessively 
because stocks are accumulated at wrong times, and not accumulated 
when they should be, seems also a consequence, indirectly, of the preva- 
lent misconception of hedging. Mismanagement of stocks by nonhedgers 
would have to be on a very large scale to produce an over-all tendency 
toward perverse stockholding in any commodity with a futures market 
much used for hedging.” 


IV. Price Fluctuations” 


Futures trading tends to emerge and persist especially in commodities 
which are subject to exceptionally large price fluctuations, arising from 
unpredictable variations in production, from other supply uncertainties, 
and from relative inelasticity of consumption demand.?* Susceptibility 
of a price to large and unpredictable changes tends to stimulate hedging, 
and therefore futures trading, whether handlers of the commodity seek 
insurance against the risks of price change, or are led into hedging 
merely because they find spot premiums a more reliable guide to inven- 
tory control than are the prices themselves. (The relative superiority 
of spot premiums as such a guide depends of course on the price varia- 
bility.) On this account, the fact that prices of commodities which have 


= If considerations of national defense warrant the carrying of commercially uneconomic 
stocks of a commodity, government should of course assume the responsibility and the 
financial burden of carrying such excess stocks. 

“For example, T. W. Schultz in Production and Welfare of Agriculture (New York, 
1949), pp. 172-74. 


2 The hypothesis of perversity of stockholding tendencies is not supported by any 
statistics that I know, but is contradicted by them. Of particular interest is the fact that 
in the years when one could speak realistically of a world wheat market, the countries 
in which year-end (June 30) stocks of wheat varied in rational correspondence with world 
wheat supplies were the countries where hedging was practiced on a substantial scale. 
In most countries, year-end stocks of wheat varied little, and primarily with size of the 
previous domestic crop. Britain, with a futures market but with only small storage 
facilities, contributed little to the carrying of world wheat surpluses. Canada contributed 
more; and the country which most consistently carried large stocks at the end of any 
year of world wheat surplus, and reduced stocks to a minimum in times of world wheat 
shortage, was the United States. Cf. Holbrook Working, "The Changing World Wheat 
Situation,” Wheat Studies tSept. 1930), VII, 433-52. 

* No reference is made here to changes in demand as a cause of exceptional price varia- 
bility, because those demand changes which contribute to price instability of staple com- 
modities are mainly of the sort that affect all sensitive prices similarly. 
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futures trading are found to be more variable than most other prices 
gives no ground for supposing that futures trading is a cause of the 
exceptional price variability." IC is none the less pertinent to raise the 
question whether existence of fitures trading has a stabilizing or de- : 
stabilizing influence on prices, end to seek some objective evidence on 
the question. 

The results of attempts to de-ermine whether prices oi commodities - 
that have futures trading fluctaate more or less than they would in 
the absence of futures trading Lave been generally inconclusive. Even 
if clear proof were given that futures trading tended somewhat to 
restrict price fluctuations, it night still be true that futures prices 
fluctuate too much. Some critecion is needed for an absolute test by 
which to determine whether th- price fluctuations that occur are ex- 
cessive, or are, in the main, raticnal and desirable responses to changing 

. economic conditions and informetion. 

A few years ago I suggested tLat such a test might be developed from 
the consideration that prices of durable goods (and especially futures 
prices) reflect expectations.’ “hese expectations are always subject 
to error, but the errors of expectation might, in an ideal market, be 
only such as must arise from nncertainties inherent in the economic 
situation. That is, the price of May wheat, for example, might fluctuate, 
and yet be always the best estimate that could be made at the moment 
of what the price of wheat should be next May. Excessive price fluctua- 
tions might be measurable as tLe amount of fluctuation that occurred 

. over and above the amount attributable to unpredictable changes in the 
economic situation. Unpredictalility of change would thus be taken as 
the ideal in price behavior. 

This idea has been pursued, aad appropriate statistical methods have 
been devised for making the sugzested tests.” For technical reasons the 
new approach to the problem of testing price behavior has been applied 
first to appraisal of the frequent and sometimes large price fluctuations 
that occur on active futures markets during the course of a day. The 
results indicate some departure »f actual price behavior from the ideal, 
as was to have been expected, bat only slight departures; the observed 


3 Tt appears sometimes to be so takem: nevertheless, even by economists who would be 
expected to see the fallacy of such an infezence. 

“The Investigation of Economic Exoectations," Papers and Proceedings, Am. Econ. 
Rev. (May 1949), XX XIX, 158 ff. 

*The tests involve in principle the measurement of serial correlation among price 
changes, which in practice must be present to some extent if price changes are predictable 
(that this is so may seem obvious, but the proof requires more space than is available 
here). The statistica] measures used have been especially devised to be more sensitive than 
serial correlation coefficients to the sorts 5f departure from randomness of change that are 
to be expected in price series. They have also an advantage of economy in use. 
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price fluctuations were for the most part such as should occur purely 
from unpredictable changes in price prospects." 

In an ideal futures market in which the price of May wheat, for 
example, was at all times the best possible estimate of what the price 
would be next May, no speculator would be able to consistently make 
money, and the speculation necessary to maintain even an approxima- 
tion to ideal price behavior would tend to vanish. Speculative profits 
that are not purely the result of chance must rest on ability to anticipate 
price changes with some degree of reliability, whereas if a futures price 
were always the best possible estimate of price at a later date, its 
changes would be entirely unpredictable.** Since many professional 
traders do make money in actual markets with some degree of con- 
sistency, it is evident that they are able to anticipate price changes with 
some approach to reliability and hence that the price behavior is not 
ideal. Study of the nature of the price fluctuations that professional 
traders are able to anticipate may therefore give the best clue to the 
nature of the imperfections of actual speculative markets—the predict- 
able price fluctuations that would be absent in an ideal futures market, 
but that are present in actual markets. 

Perhaps the largest class of professional traders is that of “day 
traders"—those who operate primarily on intraday price fluctuations, 
and who end each day neither net long nor net short in appreciable 
amount.” One such trader in cotton had the following record over a 
two-month period chosen substantially at random.?? 











* Number of Number of 
"Transactions? Av erage Gross Profit? days with 
Daily Sales 
Month aos 
s (million 
P Total Per d d Cents Per- Gai va 
ota. er day pounds) per Ib. cent ain OSS 
February 1701 71.4 4.9 .0167 .042 15 7 
March 1343 64.0 4.2 ©) ©) 13 8 
Total 3044 70.8 4.6 0093 .023 28 15 


* Purchases and sales. 
b Per pound or per dollar of sales. 
^ Infinitesimal; a gross profit of $187.00 on $35 million of sales. 


* The relative amount of departure from ideal behavior has been measured numerically, 
but it is not possible to summarize the results meaningfully in brief. 

™ Price changes would always be consequences of new information, unavailable as a 
basis for prediction before the price change occurred. 

? Professional traders speciglize to such an extent as to make classification meaningful, 
and the intraday traders especially tend to concentrate on one type of trading. 

9 The record was obtained for this individual because he was regarded as a representative, 
successful, day trader. 'The period was simply the two months ending at the time (in 1952) 
when he was interviewed. 
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During the two months of tae record, this nan averaged nearly 70 
trades per day, which is at the rate of about one every four minutes. 
His purchases were not bunched during the parts of the day when prices. 
were low, nor his sales bunched during the parts of the day when prices 
were high, but purchases and sa es were distributed throughout the price 
range of the day. He made money simply ky managing to have his 
purchases, on the average, at p-ices a little lower than the prices of his 
sales. On the days on which he-made money, Lis gross profits averaged 
Wọ cent per pound. Since the cotton price was about 39 cents per 
pound, his gross profit on the days when he made money was about 
82 cents per thousand dollars worth of cotton that he bought and sold. 
Net profits, after paying comms&sions and other business expenses, were 
substantially less. 

The gross profits calculated 1bove are on trading during only the 28 
days out of 43 on which he made money. On 15 out of 43 trading days 
during the two months, he lost money. Suck a result might not be 
surprising in the case of a mar who made only a few trades each day, 
but 70 trades per day—about 35 purchases and 35 sales—gave much 
opportunity for successes and srrors to offset within a day. Neverthe- 
less, he lost money on more then one day out bf three, on the average. 
This is not the sort of experietce that most p2ople imagine successful 
professional traders as having. 

Because profits were so unccrtain and variable, a calculation of the 
average rate of profit of this trader over even a two-month period may 
not give a very reliable indicaton of the normal profit expectation for 
such a trader. The figures, for whatever they may be wórth, show that 
in the first of the two months his gross proft averaged 49 cent per 
pound; in the second of the twe months, losses nearly equalled gains— 
his total gross profit for the month would not have covered the com- 
mission charges he often paid on a single day's trading. For the two 
months together, his gross prciits averaged azout 23 cents per thou- 
sand dollars worth of cotton sold—less than one-fortieth of one per 
cent, Doing such business, he zould make a l:ving only by dealing in 
great quantities of the commocity; he bought and sold an average of 
over nine thousand bales of cotton—4.6 milion pounds—per day. 

Another day trader, who was not primarily a true scalper, but sought 

` principally to trade on larger p-ice fluctuations within a day than those 


3 This was ascertained by separately t:bulating purchases and sales each day in frequency 
distributions according to price. 

3 Incidentally, the fact that a gross profit of 23 cents er thousand dollars worth of 
purchases and sales could permit any aet profit at all is striking evidence of the main 
technical characteristic of futures trading, the economy with which transactions can be 
made. 


WORKING: FUTURES TRADING AND HEDGING 331 


on which pure scalpers operate, found that his gross profits during the 
previous seven months, on the Chicago Board of Trade, averaged 70 
cents per thousand dollars of sales—seven hundredths of one per cent. 
The period beginning with January 1952 was one which he described as 
especially successful. Giving particular attention, as he did, to some- 
what larger price fluctuations than occupy the pure scalper, he made 
relatively few trades per day in any one commodity, but a considerable, 
total number because on most days he did trading i in five or six different 
commodities.** 

One might seek to get a large number of records such as those sum- 
marized above, and for longer periods, in order to arrive at a conclu- 
sion regarding typical behavior and profits of day traders, but it is 
clear from this and other evidence, that the typical day trader and 
his profits would prove about as elusive as the typical insurance sales- 
man and his income. These records, -by themselves, serve as warning 
that some popular concepts of the manner in which professional traders 
operate, and of the sources of their profits, may be quite mistaken. 
With other and more detailed records, they give valuable aid in in- 
terpreting results of statistical measurements of price behavior, made 
on the principle outlined above.?" All of the evidence converges toward 
the conclusions that: (1) the price movements that day traders are 
able to anticipate with even moderate reliability are usually small rela- 
tive to the total price range for the day; (2) the reliability of their 
judgment is rather low; and (3) the over-all effect of their trading 
operates strongly toward “smoothing” the course of prices, helping 
to make intraday price fluctuations conform closely to our criterion of 
ideal behavior. . 

'These conclusions bear directly on the question whether the price 
fluctuations that occur in futures markets within the day tend to be 
excessive or not. The question is not inherently a very important one 
because, though price fluctuations in the two months of the illustra- 
tion covering cotton resulted in an average difference of 0.4 cent per 
pound between the lowest price and the highest price each day, it 
woüld not matter greatly if fluctuations of such magnitude did occur 
without good reason. The conclusions reached are more important than 
the specific question to which they apply, because they indicate reason- 
ableness in just that trading and those price fluctuations which may 
be thought most likely to be unwarranted. 

On the question whether the larger price fluctuations that occur over 
longer periods are in the main warranted, the best evidence that I 


** A feat comparable to that of playing several games of chess simultaneously, blindfolded. 
-3 A full report on the research will be published shortly. 
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can yet cite? is essentially subjective and inconclusive. It is the evi- 
dence which Jed me to question the common assumption, and to try to 
measure the amount of “excessive” fluctuation that is present in “specu- 
lative” prices. During the twenty years of publication of Wheat Studies 
by the Food Research Institute, members of the research staff periodi- 
cally studied the recent fluctuations of wheat prices and sought to in- 
terpret them as warranted by current developments, or unwarranted. 
For much of that period we sought three times a year to appraise price 
prospects for the next several months. Everyone concerned with these 
efforts gained a great respect for the rationality of the price behavior 
observed. During twenty years some price movements occurred which 
it seemed possible to appraise at the time as ill-founded or excessive, 
but these were exceptional. Only rarely did it seem possible to anticipate 
subsequent price movements with confidence on the ground that the 
current price appeared unjustifiably high or low. 

As regards price changes from year to year, it is entirely clear, as 
noted in the previous section, that futures markets contribute sub- 
stantially toward desirable adjustment of stocks carried from one year 
to another. Whether or not they produce as much flexibility of stor- 
age as is desirable they at least operate in that direction. 


V. Costs of Hedging 

We turn now from topics on which there has existed major disagree- 
ment, springing largely from imperfect or mistaken concepts, to examine 
a new, or at least largely neglected, idea that illuminates hitherto ob- 
Scure aspects of futures trading. The idea came to me through puzzling 
over two questions: Why does futures trading in a commodity tend 
to concentrate largely or wholly in one exchange? And why is futures 
trading on any one exchange usually confined to a single set of contract 
specifications for a commodity, rather than distributed among several 
contracts, representing different qualities of the commodity? Hedgers, 
it may seem, would be best served by having numerous futures ex- 
changes, and several different futures contracts in each, so that hedges 
could be placed always in a future that applied to a quality of the com- 
modity corresponding closely with that being hedged, and to a location 
at or near that of the hedged stocks. The answer seems to lie in a cost 
of hedging.*° 

Pending completion of research under way. 


? And also from what we learned in the study of intraday price behavior referred to 
above. ? , 

“J thought at first that the answer lay in a somewhat capricious behavior of speculators, 
coupled with a necessity for hedgers to use those exchanges and contracts in which there 
was sufficient speculation to carry the hedges. But, when this argument was advanced in a 
paper dealing with a special case (“Western Needs for Futures Markets,’ mimeo., Food 
Research Institute, 1952) it drew objections that seem fatal. 
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There are at least two significant elements to be considered as parts 
of the cost of hedging.** The most obvious one is the commission charge 
that must be paid on futures transactions.** Futures trading must oper- 
ate with great efficiency to keep this charge so low as not to discourage 
hedging sericusly, since much of the advantage that a hedger gains, as 
we have seen, comes from a guidance in inventory control that is avail- 
able without actually placing hedges. In addition to commissions, there 
is a cost of hedging that can be much larger, arising from what may 
be called the bivalence? of market price. The contribution of price 
bivalence to costs of hedging declines sharply, as we shall see, with in- 
crease in the volume of business done on an exchange, and it declines 
also with increase in the volume of business in a particular futures con- 
tract. It has, therefore, just the characteristics needed to explain ob- 
served tendencies in the concentration of futures trading. 

Our awareness of the fact that there are usually two (or more) prices 
for a commodity unit of specific quality in any market at a given time is 
dulled. by the convention of treating wholesale and retail prices as 
though they were registered in separate markets. But of course they 
are in fact two separate prices within the same market, differing be- 
cause of a service that (at least presumptively) goes with the com- 
modity when it is sold at retail. 

When, as in the case of houses, for example, the circumstances of 
trade do not favor distinction between wholesale and retail prices, there 
remain price differences according to the conditions of sale. Even 
under stable and well-known market conditions the man who chooses 
to sell without much search for someone who particularly wants a 
house like his, takes one price, and the man who chooses to buy with- 
out much “shopping” pays a higher price. The difference between the 
two prices need not represent any exploitation of bargaining weakness, 
but only a fair margin for an intermediary, Or in a country grain market, 
a merchant may buy wheat of a farmer at one price and sell it almost 
immediately to a poultry raiser at a higher price. The-difference, again, 
is likely to represent only a return for service, small in this case because 
a poultry raiser who had reason to believe that the difference would 
be large would seek out the farmer and buy from him directly. 

In terminal commodity markets (and in security markets) there ap- 


* One might choose to regard potential speculative profits foregone as a cost of hedging; 
but though a potential hedger may wisely take account of potential profits from speculation 
in deciding whether to hedge or not, I think that treating foregone speculative profits as a 
cost of hedging would not be the best way of taking them into account. 

“ And if the hedger maintains an exchange membership for the sake of the consequent 
saving in commissions, there are membership expenses to be counted as part of the cost. 

2 Using “bivalent” to mean: "two-valued" rather than, as in chemistry, “having a value 
of two." 
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pear the same sort of price differences, though smaller, that provide the 
margin on which merchants in such markets principally operate. In 
large central markets the small price differences which provide these 
margins cannot be realistically treated as differences between a whole- 
sale and a retail price. They tend then to be clearly reflected in price 
quotations only through differences between “bid” and "asked" prices. 
A merchant who hedges usually finds his situation in the futures 
market the opposite of that which he enjoys in the spot market. In his 
spot dealings he buys at bid prices and sells at the higher asked prices 
(a fact that we ruled out of consideration in our illustrations of hedg- 
ing, because we were there concerned with storage and its returns). 
In his futures dealings, on the contrary, he tends to buy at asked prices 
and to sell at the lower bid prices. At least he prefers to do so, unless the 
margin between bid and asked prices is so wide that he is forced to 
“shop” in the futures market, as well as in the spot market. The mer- 
chant is paid for his services to processors and exporters by receiving 
an asked price, and he in turn is willing to pay for corresponding 
services of dealers in futures by buying often of them at asked prices. 
The dealers in futures from whom a hedger often** buys at asked. 
prices, or to whom he sells at the lower bid prices, are the so-called 
scalpers, or other day traders.^ We saw in the last section some evi- 
dence on the very narrow margin which such dealers in futures take. 
From that evidence it would appear that their margin is of the order of 
144 to %o of one per cent. Those figures, however, represent averages 
that are somewhat “watered down" by the effects of transactions be- 
tween day traders themselves.'* ; 
Another way of estimating the dealer’s margin that a nedger tends 
to pay on his futures transactions is from the profit margin that scalpers 
try for. In wheat on the Chicago Board of Trade, this has been typically 
1$ cent per bushel, or a little over 445 of one per cent at recent prices. 
An estimate so derived, however, tends slightly to overstate the margin 
“ “Often,” because the purchase or sale of futures made by a hedger does not necessarily 
go through the hands of an intermediary scalper. 


5 A scalper, in the strict sense, may be characterized as always willing to either buy at 
¥ cent below the last price or to sell at 4% cent above the last price (oz at such other 
difference from the last price as market conditions permit); he operates purely on the 
difference between bid and asked prices, as ordinarily understood. Other professional day 
traders perform an essentially similar function, but at least partially with respect to some- 
what larger price differences. Bid and asked prices tend to be farther apart for large 
quantities than for small quantities of a commodity. 

* The first of any pair of transactions by a scelper is made in the belief that he is buying 
“below the market” from an urgent seller, or selling “abo%e the market" to an urgent 
buyer. But scalpers often find that they have misjudged the market, or that it has turned 
against them immediately after such an initial transaction. Then they seek to make the 
offsetting transaction quickly, often at a loss, and often to another day trader. 
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actually paid by a hedger, because hedgers benefit from scalpers’ mis- 
takes of judgment. | 

A third basis for estimating the margin that hedgers pay on their 
futures transactions is afforded by data showing tha: a loss of 0.21 
cents per bushel was taken by processors and terminal grain merchants 
on 109 million bushels of wheat futures bought (and sold) over a nine- 
year period." If the futures transactions were virtually all hedging 
' transactions, as may reasonably be assumed, this indicates a hedging 
cost, in addition to commissions, of slightly over 4% cent per bushel, 
or less than % of one per cent of the average wheat price over the 
period. This is a cost figure, however, that includes speculative profits 
foregone* (or, to put the same thing in another light, that includes any 
return to speculatórs for carrying the hedges). And it is in any case a 
cost per bushel bought and sold, whereas the foregoing estimates of 
scalpers’ margins might tend to be paid on purchases and on sales alike. 
So there is at least no evident inconsistency between these data and 
the previous estimates of scalpers’ margins. 

Whether scalpers! margins are less than o per cent, or as much as 
15 per cent, a merchant or processor can afford that cost in addition to 


“The data, from Blair Stewart, An Analysis of Speculative Trading in Grain Futures, 
U. S. Dept. Agric., Tech. Bull. No. 1001 (Oct. 1949), Table 27 (the calculations of loss per 
bushel are mine) are as follows: 








No. of "Transactions Loss Loss per 
Business ais S (thousand (thousand Bushel 
Y Aes bushels) dollars) (cents) 
Terminal grain merchants 45 76,054 174 0.23 
Processor 44 33,407 55 0.17 
Total 89 109,461 229 0.21 





Similar data, from the same source, on hedging transactions amounting to 9.6 million 
bushels by 33 country and subterminal grain merchants, show a loss of 2.6 cents per 
bushel on their transactions in futures. The magnitude of this loss indicates that more of 
the hedges against wheat stocks by this group of dealers were carried in periods of rising 
prices than in periods of declining prices, The classes of grain merchants involved commonly 
practice discretionary hedging, and those represented in the data apparently chose to hedge 
at such times that they "protected" themselves against profits from price increase some- 
what mote than against losses from price decreases. The results tabulated above for terminal 
grain merchants and processors may also be affected to some extent by the practice of 
discretionary hedging, though it is much less prevalent among suck wheat handlers than 
among country and subterminal merchants. 

5 Which we wish to leave qut of account here, as previously noted. It is scarcely possible 
to-deal with them in general terms, except in such a global average as the one just given, 
because their magnitude depends so much on specia? circumstances, ircluding the knowledge 
and judgment of the hedger. 
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commission charges of, say, 140 of one per cent.” His own dealer’s or 
processor’s margin, though small, is usually several times the total of 
these costs of hedging. 

In small and relatively inactive futures markets, however, scalpers 
must take much wider margins than in the circumstances to which the 
foregoing data apply. They must do so primarily because their volume 
of business is restricted to perhaps half-a-dozen transactions per day, 
or less, as compared with the 70 transactions per day of the cotton 
trader cited. And, secondly, they must do so because their risks are 
greater. In an active futures market, a scalper can usually buy and 
resell within the space of a few minutes, running little risk that some 
change in news will involve him in a serious loss. In inactive markets, 
purchase and sale may be separated by hours, or the scalper may buy 
today and have to wait until tomorrow to sell, running correspondingly 
large risks of loss from unpredictable developments. And because 
scalpers must take wider margins on inactive markets, hedging on them ^ 
is more costly than on active futures markets. Consequently, if a 
hedger has two futures markets to choose between he tends to do his 
hedging in the more active one.” 

The element of hedging cost that arises from scalpers’ margins, or 
from the inconvenience and price disadvantages incurred in the absence 
of scalpers, explains the restriction of trading almost universally to a 
single futures contract on one exchange, in the same way that it explains 
the tendency for futures trading in a commodity to concentrate mainly 
or wholly on some one exchange. When two futures contracts are offered 
for trading applying to different descriptions of the commodity, trading 
tends to become more active in one of them than in the other; scalpers’ 
margins then rise on trading in the less active contract, leading to 


“Commission charges are not fixed as a percentage of the price; expressed so, they 
depend on the price, and they vary rather widely among commodities and exchanges, and 
according to whether the transaction is for a member of the exchange or a nonmember. 
The figure of 149 of one per cent is representative of commissions for commodities and 
exchanges with a fairly large volume of business and low commission rates, and is therefore . 
applicable to most of the hedging that is done. 

? Part of the difference in gross profit obtained per $100 of transactions by the two 
day-traders for whom data were given, is accounted for by the fact that the second trader 
operated mainly in commodities which have only moderately active trading. 

5! At some point not very far down on a scale of diminishing market activity, it becomes 
impossible to conduct scalping as a specialized form of trading and to make a living at it. 
Then the scalping function is performed by some speculators, and the distinction between 
scalping and speculation becomes blurred. 

"The preference, as commonly expressed in trade circle, is for a “broad” market as 
against a “thin” market. This terminology expresses the fact that size as well as frequency 
of transactions is important. On the supposition that most readers would understand 
"active" to mean about what a trader calls "broad," I have thought it unnecessary to 


introduce the trade terminology into the exposition. 
mi 
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further concentration of hedging, and of other trading, in the more 
active contract. For example, after five years of use of the Californian 
wheat contract for futures trading at Liverpool, trading was initiated 
also (in 1891) in an American Red wheat contract. The latter proved 
the more popular, and in spite of the important difference between the 
two kinds of wheat, quickly drew trade away.from the Californian con- 
tract to such an extent that trading in the Californian was presently 
abandoned.” Maintenance of futures trading in two descriptions of a 
commodity on any one exchange was found generally impractical early in 
the history of futures trading, and has rarely been tried in recent years. 

These conclusions have some interesting implications. If we are cor- 
rect in inferring, as seems necessary, that. hedgers’ responses to cost 
differentials account for the observed tendency toward concentration 
of futures trading dominantly or wholly in some one exchange, and 
wholly in some one contract on each exchange, it follows that hedgers 
are as a rule unwilling to pay for superior hedging facilities. Does this 
mean that hedging is usually considered worth while only if it is very 
cheap—that its advantages are really not Fyeny great? Or does it mean 
something else? 


'^OVI. "Insurance" Hedging ; - 


'The question eed above may well be considered in a concrete situa- 
tion. Grain merchants and flour millers in- -the Pacific Northwest of the 
United States have long sought to gain and hold the advantages of 
futures trading in a contract well suited to their needs. Largely because 
of the great distarice between that area and the main wheat-producing 
regions of the country, wheat prices in the Pacific Northwest are only 
loosely tied to prices at, Chicago or Kansas City. When the Chicago 
futures price represents hard wheat, as has commonly: been the case,”* 
the important quality difference between hard wheat and the soft wheat 
typical of the Pacific Northwest contributes to disparity of move- 
ment between Chicago and Pacific Northwest wheat prices. No. 1 Soft 
White wheat in Portland or Seattle may sell at 20 to 30 cents per 
bushel under the spot price of contract wheat at Chicago, or it may sell 
at 10 cents per bushel, or more, above the Chicago price. Chicago 
futures consequently afford a very imperfect hedge for soft wheat in 
the Pacific Northwest. 

Efforts to provide good hedging facilities for Pacific Northwest wheat 
have included maintenance, over many years, of futures trading at 


" Cf. Holbrook Working and'Sidney Hoos, op. cit., p. 144. 

“Though during the last few years the Chicago future has most of the time been 
effectively a soft-winter wheat future because the deliverable soft wheat was cheaper than 
deliverable hard wheat. uw 
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Seattle and, until.1942, at Portland also. These markets did not 
flourish,” and in 1950 the experiment was tried of providing for trad- 
ing in North Pacific Coast wheat futures on the Chicago Board of 
Trade (with delivery on the Pacific Coast). The special Chicago con- 
tract failed to attract enough business to warrant its continued use; it 
seemed to serve only to draw business away irom Seattle. 

The volume of hedging in a Pacific Northwest wheat futures contract 
must necessarily be a fairly small fraction of total wheat hedging in the 
United States, because total wheat production in the area is only some 
10 to 12 per cent of the national wheat crop.? Moreover, there is rela- 
tively less occasion for hedging in the Pacific Northwest than in most 
other areas of concentrated wheat production in the United States, be- . 
cause of abundant “country” storage facilities and a widespread dis- 
position of growers to retain ownership of their wheat for considerable 
periods after delivery." But even so, there could have been a lively 
business in Pacific Northwest wheat futures if commercial stocks of 
wheat in that area had not been held to such a large extent either un- 
hedged, or hedged in futures markets of the Middle West, especially 
Chicago (and in the standard contract there). 

Decision of a wheat merchant or processor in the Pacific Northwest to 
hedge in Chicago futures rather than in a Pacific Northwest futures 

. contract is only a rather extreme example of the sort of decision often 
made by hedgers—to take inferior risk protection for the sake of a 
saving in cost. Even though he hedges in Chicago futures, a merchant 
or processor in the Pacific Northwest can still rely on prices of the 
Seattle futures for guidance in deciding whether to buy for storage or 
not to buy.” If he buys because the relation between the spot price arid 
a Seattle futures price promises a return for storage, he may still decide 
to hedge in a Chicago future with only the result that he will take more 
risk, but not so much risk as though he held the wheat unhedged. In 
other words, the decision on where to place the hedge concerns only the 
insurance aspect of hedging.” 

(s See data on open contracts in wheat fatures, by exchanges, in Commodity Futures 


Statistics, U. S. Dept. Agric., Stat, Bull. NS 107 (1952), pp. 5, 10, and earlier Pues HotiN 
in the series. 


55 Opinions differ as to-how the “Pacific Northwest? wheat area should be defined, but 
on any reasonable definition, it does not icllow the boundaries of states, which are the 
units for wheat production Statistics; consequently the production of the area can be stated 
only roughly. 

" Cf. J. S. Davis, “Pacific Northwest Wheat Problems and the Export mS W keat 
Studies (Aug. 1934), X, 377. 

= Though of course, if too little hedging is left for the Seattle market, even the guidence 
afforded by its prices will be lost. 

*? Unless he expects a change in the relation between Seattle and Chicago prices, in which 


case the hedging problem becomes entangled with one of intermarket arbitrage. ` ` 
t 
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A’ merchant or processor choosing between Seattle and Chicago 
futures as the medium for hedging that he has decided to do is in much 
the same position as though he were taking out casualty insurance, and 
choosing whether to take full coverage or coverage only for losses above 
some stated minimum. The choice he makes is whether to take cover- 
age on all insurable risks, at a fairly high cost, or to insure only against 
serious loss, at a considerably lower cost. The chief function of insur- 
ance is to give protection against serious, crippling, loss. Carrying in- 
surance against small losses that occur frequently is ordinarily poor | 
business because the holders of the insurance have to pay the losses, 


CHART 1.—RELATIONS OF Two-MonTH CHANGES IN PRICES OF CHICAGO WHEAT FUTURES TO 
SIMULTANEOUS CHANGES IN PORTLAND AND Kansas City Spor PRICES, 
SEPTEMBER 1946 To May 1952* 
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* Data as for Table I; in each crop year the first change calculated is for July-September 
(September-November in 1946, when futures trading was temporarily discontinued until late 
August on account of price controls), and the last price change, for March-May. 


through the insurance premiums, and to pay also the overhead costs of 
writing policies and adjusting losses. Hedging, as we sáw earlier, is not 
ordinarily done primarily for its insurance value, but because it is a logi- 
cal consequence of the information on which the hedger acts (p. 325). 
The fact that business risks attending such hedging are very small 
is none the less a valued consequence of such hedging: and when the 
costs of hedging in the futures contract logically indicated are excessive, 
businessmen naturally consider the possibilities of obtaining at least the 
insurance values of hedging at a moderate cost. The principal insurance 
value of hedging wheat stocks in the Pacific Northwest is supplied 
about as weli by Chicago futures as by Seattle futures. 

This interpretation of hedging deserves. empirical support. Is a 
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'TABLE.I.—S»or AND Furures Pricks or WHEAT Aap Two-MoNTE PRIcE 
CHANGES, Jury 1947 To May 1948* 









































fe, - (cents per bushel) 
Chicago Futures*. ' Spot Prices l .. Two-Month Price Changes . 
Date ! Kansas, |, Port- . 3 “Chica: ce ts 
a eed uti ar o go Kansas Port- 
Dec. 4 May ; City? » land -|. Futures City - land 
1947 — & MEL 
July 16 237. 5 on |. 234: ; 219 
Aug. 16 231. 0o | 234: 222 |. en — iix 
Sept. 15 .279 ` va 275 ^, 256 | +42 +41 < +37 
Oct. 16 302 I 300 ^ 281 +64 +75 +59 
Nov. 15 299 286. .301 ., -300 <- “+19 . +26- || 444 
Dec. 16 309 : 296: |.. 304. 5 .293 +07. —02 . +12 
1948 ME us ETUR 
Jan. 16 iix 305 311 .; 291. 4-18 +10 —09 
Feb. 14 wie "235 — 235, || 212 —62 2-19 —81 
Mar. 16 a 239 249 : 237 —66 —62 —54 
Apr. 16 | ...; 252 249 > 243 +17 +14 | +31 
May 17 iw 244 M0 , 235 - +05 —09 —02 


xd cn 


* Prices for that trading day nearest the middle of the month on which quotations are 
available in all three markets, rounded to the nearest cent. ; 
a Means of highest and lowest prices during the day, front Chicago Journal of Commerce. 
b Weighted average of reported spot sales of. No. 2 Hard and Dark Hard Winter wheat, 
_ compiled by U. S. Department of Agriculture from Kansas C.ty Grain Market Review. 
* Spot prices of No. 1 Soft White wheat, compiled by U. S. Department of Agriculture. 


“poor” hedge reasonably comparable with insurance that covers losses 
above some stated minimum? Or is it more properly comparable with 
- insurance covering only a fraction of the total loss; or with insurance’ 
carried with a company of uncertain financial status, that may turn out 
to be no insurance at all? The facts are well ilustrated by Chart 1. 
The meaning of the points plotted in the chart may be grasped 
readily by considering their relation to the illustrative data in Table I. 
The point, for example, that appears at the ex-reme lower left of each 
section of the chart, is plotted from the data for “two-month price 
changes" appearing in the table opposite “Feb. 14.” These are price 
changes from Décember 16, 1947'to February 14, 1948. Over this 
two-month interval, the’ spot price at Portland fell 81, cents; that at 
Kansas City fell 79 cents; and the price of the Chicago May future fell 
62 cents. Despite these severé price declines 3olders of wheat stocks 
of the indicated qualities at Portland and Kansas City, hedged i in the 
Chicago future, would have lost only 19 and 17 cents per bushel, re- 
spectively.. i k 
Points on the diagonal line àctoss the center ‘of each section of the 
chart represents instances in which the spot arid the futures prices 
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changed equally. Points to the left of this line represent instances in 
which the spot price fell more than the future price, or rosé less. These 
were instances in which hedged stocks would have been carried at a 
loss, as in the specific case just considered. Conversely, points to the 
right of the diagonal represent instances in which a gain would have 
resulted from the carrying of hedged stocks. Nothing further need be 
said here about the way in which hedgers use futures quotations to 
judge in advance when the carrying of stocks is likely to prove profit- 
able, but it is pertinent to note that Table I includes evidence that a 
hedger anywhere in the Middle West, at least, had reason to expect a 
loss if he carried stocks of wheat from December 16, 1947, to February 
14, 1948. This prospect was indicated by the fact that on December 
16 the price of the Chicago May future was 13 cents under the price of 
the December future.°° 

Amounts of gain or loss from carrying hedged stocks of wheat are . 
indicated directly in Chart 1 by the horizontal (or vertical) distances 
of the plotted points from the diagonal line. The scatter of the points is 
greater, and therefore gains and losses were greater, for Portland wheat 
than for Kansas City wheat, though perhaps not so much greater as 
some would have expected. But the important fact for present purposes 
is that the points in the chart cluster as closely around (or are no more 
widely dispersed around) the diagonal lines near their ends than near 
their midpoints. There is no evident tendency for gains and losses on 
hedged stocks to have been larger when price changes were large than : 
when price changes were small. Hedgers take some risks even though 
they can estimáte fairly well the prospective gain or loss from storage, 
and a good deal more risk on wheat stored in Portland and hedged in 
Chicago than on wheat stored in Kansas City and hedged in Chicago. 
But in either case the amount of risk is substantially independent of the 
amount of price change. Hedging limits the amount of risk in sub- - 
stantially the same sense that insurance covering losses above à stated 
amount limits ‘risk. 

In the light of these facts, it is understandable that many hedgers 
should prefer a “poor” hedge that is cheap to a more nearly perfect 
hedge that is relatively expensive. The tendency for most futures trad- 
ing in any commodity to converge in some one exchange, and to con- 
centrate in some one contract there, is explained. There is even an im- 
plied suggestion that trading in barley futures, for example, may have 
died out in the United States because grain dealers chose commonly to 


a 
® This relation reflected a currént high premium on spot wheat over the May future, 
indicative of prospective declines in spot prices relative to the May future throughout the 
United States east of the Rocky Mountains, but not necessarily on the Pacific Coast. , 
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hedge their barley stocks in corn futures, at low cost, in preference to 
hedging in the small and relatively inactive barley futures market, 
where the costs of hedging were relatively high. And the fact that mer- 
chants and processors make such choices does not necessarily indicate 
that they put a low estimate on the value of hedging. Their valuation of 
hedging must be judged from cases where the only choice open is to 
hedge in a market where hedging is expensive, or not to hedge at all. 
In such cases the common choice is to hedge, as.is evidenced by the 
vitality of small futures markets that have no larger competitor. 


VII. Summar y 


To summarize, we began with & definition of futures indu that 
related it intimately to other commodity transactions, and emphasized 
economy as its major distinguishing feature. A language problem, we 
found, has promoted a. false idea of contrast between futures trading 
and other commodity trading. Looking at the bases of futures trading; 
we saw them to lie more in utilization of the advantages of futures 
markets by merchants and processors, for hedging, than in the desires 
of others to speculate. 

Hedging we found to be not primarily a sort of insurance, nor usually 
undertaken in the expectation that spot and futures prices would rise 
or fall equally. It is a form of arbitrage, undertaken most commonly 
in expectation of a favorable change in the relation between spot and 
futures prices, The fact that risks are less with hedging than without is 
often a secondary consideration. The prevalent tendency to regard cur- 
tailment of business risks as the main service of futures. markets has 
diverted attention from their probably more important service of pro- 
moting economically desirable adjustment of commddity stocks, thereby 
reducing price fluctuations. The argument for governmental stockpiling 
rests heavily on a consequent felse appraisal of the causes of price 
fluctuations. 

In further consideration of the subject of price fluctuations, we stated 
` an ideal of behavior of a futures price that permits objective statistical 
tests, and put in one sentence the gist of conclusions arising from appli- 
cation of such tests to the intraday behavior of futures prices. The 
statement of conclusions was prefaced by some data on the operations 
of two professional traders which reveal characteristics far from those 
usually imagined to exist. Pending further research based on the stated 
concept of ideal price behavior, inferences on the reasonableness of the 
larger fluctuations of futures prices, beyond fhe limits of one trading 
session, must still-rest largely on subjective judgment, but there is con- 
siderable evidence that these larger price fluctuations may usually re- 


x 
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flect substantially accurate appraisals of changing economic facts that 
should be accompanied by such price changes. 

Finally, we inquired into the causes of some puzzling characteristics 
of futures trading and found them explained by hedgers’ responses to 
cost differentials associated with the “bivalence” of market price. The 
responses themselves depend largely on the fact that even a "poor" 
hedge affords good protection of the sort for which insurance is mainly 
needed. It is like casualty insurance covering losses above some stated 
minimum. 


ECONOMICS OF HIGHER EDUCATION 


By SEYMOUR E. Harris* 


The Commission on Financing Higher Education (hereafter referred to as 
the Commission) recently released its Report, Financing Higher Education in 
the United States (hereafter referred to as Report) and ten research volumes, 
inclusive of a 500-page Staff Repart (hereafter referred to as Millett), by John 
D. Millett, executive director. The Commission consisted of twelve members: 
college administrators (8), and businessmen and lawyers (4). The executive 
committee consisted of Messrs. P. H. Buck, F. A. Middlebush, and H. M. Wris- 
ton. No economist was included, though the problems were primarily economic, 
and no nonadministrative faculty member was included. : 

This Commission has written an important report, for which all should be 
grateful; and it has made available an abundance of materials which will 
greatly lighten the tasks of researchers in this field for many years. Both the 
Rockefeller Foundation and the Carnegie Foundation are to be congratulated 
for their generous donations for the work of this Commission, which made pos- 
sible the provision of so much valuable material. 

These eleven volumes offer an opportunity to discuss the vital economic is- 
sues confronting Institutions of Higher Learning (hereafter referred to as IHL). 
At the outset, however, we should note some peculiarities o: the market for 
college students, First, many potential “buyers” are excluded irom the market. 
Students have to meet minimum standards (e.g., a high school diploma). Such 
restrictions limit the number of “buyers” of higher education. Second, Buyers 
are not usually asked to pay the full costs of an education. The effect of “sales” 
below cost is to increase numbers seeking a college education, though the ret 
effect here is not so great as is commonly supposed (except in ‘medical schools, 
where a tuition of about $700 per year is to be set against a cost per year of 
about four times the tuition). For private institutions, the “subsidies” per year 
amount to about $120 and for public institutions about $260, or an average of 
almost $200. These sums are large in relation to educational costs (one-third 
* of educational costs for private institutions, two-thirds for public), but much 
less relative to the $1,000 to $2,000 total cost in private IHL and a minimum of 
$1,000 for in-students at state IHL, plus in each instance the income foregone. 
Costs for nonresidents are less.1 Education below cost is offered despite the fact 
that a college graduate can look forward to an income o: $102,000 more than 
a noncollege graduate and a medical school graduate, $300,000 to $400,000 
more.? 


* The author is professor of economics at Harvard University. 

1 Figures calculated from Millett, pp. 140, 300-01, 389. œ 

> Cf, E. Havemann and P. S. West, They Went to College (New York, 1952), p. 26, 
and my article "Why the Government Need not Subsidize Medical Schools," in The 
Reporter, Feb. 5, 1952, VI, 24. 
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Third, the competition is not primarily a price competition but rather one 
for attracting the most-qualified buyers, that is, the highest quality students. 
Fourth, the major costs of education, inclusive of extra costs of living and in- 
come foregone, are still borne by the individual, though there is a strong public 
interest involved. — 


I. Symptoms of Financial Distress 


It is generally assumed that IHL are in financial difficulties. The Com- 
mission also makes this assumption, and lists as factors accounting for the 
financial problem: inflation, expansion of services, fluctuating student enroll- 
ments, needs for enlarged and modernized plant, and uncertain sources of in- 
come from gifts, endowment, and government ( ( Report, p. 59). We shall re- 
turn to these factors. . 

But actually are IHL in distress? Some statistics do not confirm this. Surely, 
enrollment does not suggest that IHL are in trouble. Fall enrollment in various 
years was as follows: 


Year Enrollment Index (1939 = 100) 
1939 1,364,815 100 
1943 G 733,190 (minimum) . 54 
1949 2,456,841 180 
1951 E a 2,116,440 155 


Source: Millett, p. 67. 


It is not- generally held that financial difficulties spring from an increased num- 
ber of customers. (The decline of 14 per cent from 1949 to 1951 is explained by 
the reduction in “back-log orders.”) The Commission is not too helpful in 
clarifying the relation between enrollment and financial position. Indeed, they 
point to the fact that “one-third to two-fifths of expenditures may be required 
for overhead, student personal services, the library, operation of the plant and 
other activities” (Report, p. 80). As the number of students rises, the appor- 
tionment of fixed costs over a larger number should bring about a reduction in 
costs per student; and on top of a 30 per cent rise of enrollment in the ’thirties, 
the average enrollment in the years 1946-51 exceeded that of 1939 by two-thirds 
(calculated from Millett, p. 67). In fact, Millett shows that, with rising enroll- 
ment, costs increase by but 50 per cent of the additional student charges re- 
ceived, and with declines the IHL profit from a reduction of costs of but 50 
per cent of student charges foregone.” Moreover, it is shown that average ex- 
‘penditures for administration and general purposes were $183 for liberal col- 
leges with enrollment of 500 or less and $118 for those with enrollment of 2,000 
or more (the relation of size and costs is an inverse one throughout). “As a 
general proposition it seems fairly evident that large enrollments are economical 
as far as expenditures per student are concerned” (Millett, p. 175). Moreover, 
the large rise of enrollment is mainly concentrated on a relatively unchanged 
number of institutions. Shoyld we leave the junior college out, the increase in 
numbers of IHL from 1940 to 1950 was but 4 per cent, and with j junior colleges 
included, 12 per cent (Millett, p. 103). 


? Undoubtedly, this oversimplifies the problem. Cf. Millett, p. 272. 
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. Hence I conclude that, however difficult planning becomes with uncertain 
enrollment, the Commission has not proved its point that fluctuations in enroll- 
ment account for financial difficul-ies—unless IHL unwisely expanded capacity 
irretrievably in response to the vererans’ bulge, which generally was assumed to 
be temporary. (There was some evidence of great pressures felt by liberal col- 
leges to increase commitments ir. response to higher enrollment in the early 
postwar period.) Perhaps a more accurate way to put this point is that IHL 
would fare better with stabilized (or better, steadily rising) en-ollment, but any 
financial problems raised by pas: fluctuations in enrollment have been more 
than offset by the rise in enrollment, accompanied by a reduction in costs per 
student, the result of economies of scale. 

Before leaving this point, I should add the following, lest my position be 
misunderstood: First, I am not discussing now the problem of inflation, which, 
of course, raises costs pér student in dollars. Second, it is possible that a rise 
of enrollment of, say, 50 per cent raises problems of new plant and personnel 
which may put an increased burden on IHL. (I am reminded of the rise of 
traffic on the railroad which requi-es a new track.) In the postwar years, how- 
ever, the construction of new plant was only to a small extent based on expec- 
tations of continued enrollments et the peak 1948 level. Third, as student en- 
rollment rises, the contribution of past accumulations of capital or even of cur- 
' rent gifts, declines per student. This means that greater recourse has to be had 
to student fees or public aid. But it also means that for every rise in enrollment, 
the contribution of additional student income increases relative to costs. 

The conclusion is that in the postwar years IHL gained from the rise of en- 
` rollment in that costs per student did not rise as much as revenue per student. 
Where, however, student revenues are small in relation to additional costs per 
student (e.g., medicine), large losses result from increased enrollment. 

What then is the evidence of fimancial difficulties for IHL? Clearly the rise 
of enrollment should nct raise serious problems, for it is clear that with that 
rise marginal revenue exceeded marginal costs. Nor do £he income statements 
of IHL suggest serious problems és of today. Thus, in 1950 income was esti- 
mated at $2,182 million and expenditures at $2,069 million. The excess of 
receipts on current account was g-ceater than in 1940 or 193C, though not on 
a percentage basis. One may ask why, in view of these summary figures, there 
is so much public discussion of the colleges being in the red. The answer seems 
to be partly that many private IHL include as receipts only student payments 
and returns on endowment, with the result that substantial deficits are shown. 
Gifts, of course, make up the diffe-ence. “For fund-raising purposes some col- 
lege administrators prefer to show the ‘deficit’ as an encouragement to their 
campaign for gifts" (Mileti, pp. 282-83). So far the evidence of distress is 
unsupportable. But we shall show that IHL face serious problems nevertheless. 

Inflation is one of the important-causes of financial difficulties. Rising prices 
hurt, because receipts often do not respond to the rise of costs. According to a 
crude price index, constructed with the aid of Professor George Stigler, the 
prices paid by IHL had risen by 7«.2 per cent in 1950 vis-à-vis 1940 (Millett, 
p. 116). (This is about 4 percentaze points more than the rise in the consum- , 
ers price index.) ; 
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. In response to inflation, student fees have not risen pari passu. On the basis 
of figures for erirollment and tuition fees given by Millett, I estimate the rise 
of tuition by 1950 at 50 per cent, or about two-thirds the rise of prices. Here 
is a loss to be associated with inflation; for fees are the most important single 
source of revenue for private institutions, and the second most important for 
public IHL (Millett,-p. 297). 

This is not, however, a full statement of the situation created by inflation. 
The Commission devotes much space to the inflation of costs; but in all fair- 
ness they should have concentrated equally on the rise of income of the nation. 
To some extent the rise of income reflects the inflationary process, both the 
rise of prices and the effects of that rise on output; and to some extent higher 
income reflects the increase of output associated with gains of employment 
and productivity not related to inflation. Nevertheless, the fact is that if in- 
flation is a handicap, the rise of money income is a boon. 

This rise of income largely explains the increase of budgets of IHL, from . 
$624 million in 1940 to $2,068 million in 1950 (Millett, p. 280). This rise, it 
should be noted, even exceeded that in national income. Against an increase 
of prices of 75 per cent, IHL increased their revenue by 230 per cent. Though 
fees per student rose by substantially less than costs, the rise of enrollment 
and other income associated in part with the gains of national income made 
possible the vast income gains of IHL. To present a full picture we should 
consider both inflation (a cost factor) and rising national income (a receipts 
factor). - 

Is there, then, any evidence of financial distress, or at least of inadequate 
resources? One symptom is the larger part played by tuition in total costs. 
In private universities, tuition accounted for 46.7 per cent of all educational 
income; in private liberal arts colleges, 71.7 per cent; in private professional 
schools, 46.1 per cent. From 1940 to 1950, student fees in private IHL rose 
from 57.7 per cent of all educational income (adjusted) to 67.8 per cent; and 
in public IHL, from 22.5 to 29.8 per cent (Millett, pp. 292, 300-01). 

It is unfortunate that student fees constitute a rising percentage of income; 
first because, as the Commission observes, this makes IHL too dependent on 
a source of revenue that varies with enrollment. The effects on competition for 
students in debasing of standards is obvious. Second because the increase in 
fees is an antidemocratic element in higher education..(We shall return to this 
problem later, when we discuss enrollment and alternative methods of solving 
financial problems.) 

Before we leave this aspect of the problem'of tuition, we should emphasize 
one point. The gains of students from a reduced tuition fee in real terms over 
the period of 1940-50 should be contrasted with the increased real tuition fee 
from 1930 to 1940. A comparison of 1930 and 1950 might in many ways be a 
more appropriate one than that of 1940 to 1950. In fact, from 1913 to post- ^ 
war, there is much evidence of a substantial rise in the “real” cost of higher 
education.* : f . . 

A second symptom of financial distress, or at least of inadequate resources, 


“Cf. my How Shall We Pay for Education (New York, 1948), pp. 173-81. 
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is the pay of faculty members. A college is no better than its faculty. Badgered 
by higher costs for supplies, construction, nonfaculty salaries, etc., the IHL 
respond by squeezing its faculty. In general, the result is bouud to be felt 
in the quality of men and women drawn into teaching, a result that is furthered 
also by the increase in work load.* 

The Commission shows that salaries in IHL have risen much less than in 
other occupations. Whereas, on the basis of a substantial sample, average 
'academic salaries in public universities were 2.21 times full-time earnings of 
all employees for the country in 1940, they were but 1.43 times.in 1950. 'This 
is aside from the gains resulting from reduced unemployment in industry 
(Millett, pp. 274-75). Actually, except in land-grant colleges, pay rose sub- 
stantially less than the cost of living (50-60 per cent against a rise in the cost 
of living of 72 per cent).* The rise of pay has been small compared to that of 
other professional groups. This rise of 50-60 per cent should be compared with 
. one of about 150 per cent for physicians, 100 per cent for dentists, of almost 
100 per cent for lawyers.” Again, we make one reservation: that the reduced 
economic status of faculty members is greater if comparison is made with 1940 
than with 1930.3 

Should faculty salaries be raised by 25 per cent, the gain over prewar would 
roughly be 100 per cent; and the average increase would approach that of 
other professions except for medicine. For the $708 million of departmental 
instructional outlays in 1950, this would involve an additional outlay of close 
to $200 million, or more than $1,000 per faculty member (there were 155,000 . 
faculty members in 1947). The $200 million figure also allows for higher 
salaries in library, extension, and research. This increase of 25 per cent would 
seem to be a minimum as a cond:tion for fair competition with the other pro- 
fessions and business. It makes n» allowance, of course, for any later doses of 
inflation? I might add that, in 1948, I estimated that an increase of faculty 
salaries in private institutions which would put them in the same. relative 
position as other members of the labor market would require $200 to $225 
million additional per year. At that time, faculty salaries relative to income in 
the economy had been. reduced by 40 per cent in real terms.?° i 


* See, for example, Higher Education for American Democracy: Report of the Presidents 
Commission on Higher Education, hereafter referred to as PC (Washington, 1947), IV, pp. 
51-52. Here it is noted that teaching burdens are heavier than before the war. 

* Millett, pp. 131-36; cf. also S. E. Harris, “Professional Salaries and Tuition, 1947-48,” 
Bull. Am. Assoc. Univ. Professors, Spring, 1948, XXXIV, 68-109. 

* President's. Commission on. Financing of Health Services, Preliminary, Table D-33, 
(Washington, 1952). 

3Tt should be observed that all estimates of average salaries are subject to one impor- 
tant reservation: the proportion of members of different grades or age group varies, Thus, 
in 1950, there was a much larger proportion of young members and hence the rise was 
more than it seemed to be; but the percentage rise varied inversely with rank. ~ 

°’ For budgetary figures and number of faculty personngl, see Millett, p. 118, and PC, 
VI, pp. 38-40. 

0 The Future of Higher Education in the United States," Harvard Educational Rev. 
Fall, 1948, XVIII, 202. 
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Still another indication of financial difficulties is given by an examination 
of outlays per student: 


EXPENDITURES PER RESIDENT STUDENT, 1930, 1940, 1950 




















s 1930 . 1940 1930 
Instructional Expenditures—in Current Dollars . 
All Institutions $217 - $189 $300 
Educational and General Purposes—in 1940 Dollars 
All Institutions ` 289 291 277 
Universities 291 319 292 
Liberal Arts Colleges 284 292 253 
Professional Schools .299 — 277 281 
Junior Colleges 230 171 240 





Source: Milleit, pp. 116-140. 


In dollars of stable purchasirig power, the outlays per student have tended 
to decline since 1930 and especially since 1940. The reductions are especially 
large since 1940 for liberal arts colleges. These figures in themselves do not 
necessarily mean a’ debasement of standards, for account must be taken of 
(1) the economies of scale associated with the rise of enrollment and (2) the 
exploitation of faculty members. Yet it is significant that in a period when 
real per capita income (even after taxes) had risen by almost 55 per cent, the 
real outlays per student actually declined. That the number of resident students 
from 1940 to 1950 per full-time faculty member rose from 11 to 12 and for 
liberal arts colleges, from 13 to 15, points to less effective teaching (Millett, 
p. 130). The status of the puer plant, to which we now turn, is also 


relevant. 


PzawT or IHL, VALUE AND COST oF OPERATION, 1930, 1940, 1950 











ms 5 \ 











Plant Oper- 
Plant Value Plant Oper- | ation and 
($ million) ation and | Maintenance 
Maintenance | per Resident 
: ($ million) Student 
All Plant "n" ; a 
($ million) Public " Private ($) 
1930 2,053 882 1,056 57 58 
1940 2,154 ‘ 7 63 47 
1950 4,800 2,642 1,848 201 85 











* Included here are only universities, liberal arts colleges, professional schools, and teachers 


colleges. 


Source: Calculated and compiled from Millett, pp. 165-66, 256-57, and Report, pp. 86- 


87. 


The reader will observe that from 1930 to 1950 the rise of plant value has 
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been more than twice as great for public institutions as for private; that costs 
of plant operation and maintenance have risen by 274 times as against a rise 
of 14 times in cost of operation per resident student and a rise in total value 
of less than 1% times. i 

All conclusions drawn from these figures are subject to sericus reservations; 
for there is little indication of how plant is carried on the books: original cost? 
replacement value? (The PC estimated replacement value at $4 billion in 
1947.)™ Nevertheless, we note thet maintenance and operation expenses have 
risen about three times as much as the cost of consumer goods. The explana- 
tion lies partly in the large rise in the costs of the relevant types of labor; in 
the increase of plant; in the deferred maintenance associated with the war. 

The general view seems to be that plant is too old and inadequate for the 
job to be done. The U. S. Office of Education has estimated construction needs 
until 1960 at $5 billion; the PC, at $8.3 billion (assumption of 475 million 
enrollment and re-establishment oi prewar space per student); the Commis- 
sion, $3.6 billion (assumption of 224 million enrollment and 1948-1949 prices; 
at present prices, the amount would be in excess of $4-billion).?? 

Even if the needs are put only at $4 billion, it may be concluded that the 
Znancial burden would be great. The sum involved seems to be equal to the 
replacement cost of existing plant; and the outlays per year about 20 per cent 
of all expenditures for higher education per year. They may well point to 
serious financial problems for IHL. . 

Undoubtedly, the financial problems of IHL are serious; and that despite 
the fact that the Commission has allowed inadequately for the effects of rising 
incomes. In particular, the reduction of the significance of endowment income 
and gift income generally (more on this later), the failure of instructional in- 
comes to rise sufficiently to match incomes of competing employments, the 
failure of real outlays per student to keep up with the gains of the economy, 
the unfilled needs for construction, the threat to enrollment associated with 
security—all these point to financial embarrassment, or at least serious prob- 
lems. 

The crucial problem is how can expenses be cut or income increased. On the 
former, the Commission makes a notable contribution. All kinds of possible 
economies are suggested and wastes pinpointed (especially Millett, pp. 123-30, 
167-72; Report, 96-99, 105-13). 


II. How to Increase Income 


The major suggestions of the Commission are to obtain more money: from 
business, especially from corporations, and from state governments. It is not 
easy to pierce this problem because the figures are presented in such a way 
that the contribution of each source of income is not clear. Miilett (p. 292) 
gives a breakdown, not for all institutions, but for each of four groups. From 
PC and Chapters 15 to 19 of Millett, I piece together the following: l 


? PC, V, p. 18. 
= Millett, pp. 259-63; PC, V, pp. 20-21. 
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PERCENTAGE OF EDUCATIONAL AND GENERAL INCOME FROM SOURCES INDICATED, 
. Att INSTITUTIONS Commission ESTIMATE, 1950; PC ESTIMATE, 1960* 











Commission Study* PC Estimate? 











Student Fees 29.8 17.3 
Endowment | 13.9 8.7 
Benefactions 6.2 ^ i 
Federal Government 27.9 (12)* 33.0 
State and Local Government 55.2 (38)* 39.6 
131.0 98.6 











^ Expenses, $1,577 million. 

> Percentages estimated on basis of 4.6 million enrollment for 1960. Estimated expenses 
(operating only), $2,587 million. : 

* Corrected figure. 

* Source: Millett, p. 292 and Chs, 15-19; PC, V, pp. 42, 48. 

Even if the Federal Government percentage is corrected to allow for the fact that outlays 
by the Veterans Administration are included in Student Fees, the Commission figure still adds 
up to 115 per cent. Probably the difference between 115 and 100 per cent is accounted for by 
the exaggerated allocation to state and local expenditures. (Part of these outlays are not 
available for educational purposes.) I have therefore put in brackets corrected figures. 


As we shall see later, the PC estimates understate the contribution of gov- 
ernment; for excluded here are proposals for scholarships and capital outlays. 
Federal outlays then rise to 47 per cent of the $4.3 billion encompassed, and 
the percentage contributed by the others declines. 


A. Student Fees 


Let us consider each of the sources of revenues in turn. Although its position 
is not stated too clearly, the Commission seems opposed to large increases in 
tuition fees. One reason seems to be that the private institutions are confronted 
with the competition of public institutions. A second, the unwisdom of depend- 
ing too much upon an unstable form of income, unstable because of the de- 
pendence on enrollment. A third reason is the democratic argument: education 
must not be made too expensive for the deserving but poor students. The 
Commission, on the other hand, does point to the much larger proportion of 
families that now come within the income group able to pay the costs of higher 
education (Report, pp. 133-34). 

I wish that the Commission had been bolder in its recommendations. Do 
not charge according to the cost of the program. Correct. But why not charge 
according to the gains to be obtained from higher education? That is, on the 
assumption that these gains are reflected in the later income of the college 
graduate, why not require that each college graduate and professional school 
graduate pay a share of the full cost of higher education that will be propor- 
tional to his ability to pay in college years and after? In the years of education 
the poor student would presumably pay nothing, the wealthy student would 
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pay the full educational costs over four years (say, $1,600), or even somewhat 
more (see below), and the average student perhaps $800. According to eco- 
nomic conditions and as the IHL gradually accumulate funds from graduates - 
` who pay the difference between costs and undergraduate payments while at 
IHL, the proportion of the $1,600 paid in college years could be reduced. After 
graduation, each former student would continue to make payments over the 
earning years, but the size of the individual’s payment would be a percentage 
of his income—the average percentage being so determined that the total sum 
thus collected from all graduates over a number of years would suffice to pay 
the total cost of their education, less what they paid as undergraduates and less 
any scholarship aid made available to the impecunious and able. Each graduate 
would pay the same percentage with the reservation that there would be a ceil- 
ing on the total amount paid. A wealthy alumnus would then be required to pay 
more than cost, but the excess would be an insurance premium to offset losses 
resulting from premature deaths, low incomes of some graduates and defaults 
on the part of others.-À student who paid nothing during his college years 
would of course be required to pay a larger percentage than the student who 
paid a large part of costs inclusive of the insurance. premium during his col- 
lege years. Thus the individual with an average income during and after college 
might pay the full cost of his education, those with incomes above the average ~ 
would pay more, and those with small incomes during college and after would 
pay little. I should like to see this proposal applied to both public and private 
institutions, with the result that pressures of state eg salon and unfair com- 
petition of public institutions would be reduced. 

Medical school graduates would be required to pay about $12,000 plus 
$1,600 for the A.B. (Perhaps $3 ,000 would be paid during educational years.) 
Thus, the sum involved in posteducational payments would be about 2 per 
cent of the lifetime income (about $500,000) of the average physician. In- 
cidentally, the federal government in taxes remitted might well pay one-third 
of this cost, as the payment may be classified as a gift. (The obligation would 
be a moral one, and the rate might be increased slightly to cover deaths, fail- 
ures to pay, etc.) l 

But let us consider the difference in appròach of the PC on the one hand and 
the Commission on the other. It will be recalled from the preceding table that 
30 per cent of all income came from student fees in 1950. The contrast in 
approaches is suggested by an examination of the 1950 distribution of income 
and proposed income for 1960 under the plans of PC, with anticipated en- 
rollment of 4.6 millions. Despite a doubling of enrollment, PC calls for students 
contributing but 17 per cent of the $2.6 billion involved, whereas the actual - 
contributions in 1950 were 30 per cent of $1,677 million. Since the Commis- 
sion is seeking to raise income by’ a few hundred million dollars and is con- 
centrating its attention primarily on business and state government as sources 
of new revenue, the conclusion may be drawn that the proportion to be pro- 
vided by tuition under the Commission's proposalsemight fall a little but not 


rise. 
The contribution of tuition depends i in part upon the enrollment and in part 
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upon, policy issues. Here, then, is a striking contrast between the Commission 
and PC. Whereas the Commission i is inclined to restrict higher education to a 
limited number, on the grounds that those should have it who can profit by it, 
PC is much more disposed to open the gates wide. Whereas the Commission 
seems to put the appropriate number at 25 per cent of the college age popula- 
tion, PC would welcome 49 per cent through the fourteenth year (sophomore 
year or junior college) and 32 per cent through advanced liberal or specialized 
professional years.!? 

The difference in approach toward enrollment is also reflected in student 
charges. PC emphasizes economic disabilities as the explanation of loss of 
talent and limitation on numbers. Hence the small dependence on tuition. The 
Commission, basing itself on à valuable study made for it by B. S. Hollinshead 
(Who Should Go to College), draws attention to noneconomic motivation. Of 
the top 25 per cent on the basis of intelligence tests who might go to IHL, 
only 40 per cent actually do, and of these 40 per cent only one-half graduate. 
In other words, but one-fifth of those who should profit from a college educa- 
tion actually attain it (Refort, p. 49). 


B. Government Contributions 


Perhaps the main contrast in approach between these two reports is that 
which appears in their attitude towards contributions from the federal govern- 
ment. It will be noted that, in 1950, contributions of the federal government 
(exclusive of Veterans Administration) accounted for 12 per cent of the total 
income of IHL, and that PC plans called for 33 per cent. In fact, the total 
amount was presently to be $850 million (the counterpart of the 33 per cent) 
and substantial additional amounts for construction, scholarships, and fellow- 
ships. PC would have the federal government contribute money for scholar- 
ships, ‘fellowships, operating expenses, and research. In contrast, the Commis- 
sion is against any extension of federal aid, not even for scholarships and 
fellowships. 

The members of this Commission seem genuinely fearful of the federal gov- 
ernment. Despite the fact that they found no abuses in the British system of 
subsidies, only one attempt at appointment control under the subsidy pro- 
gram to agricultural colleges (a study for the Commission), fine cooperation 
in federal grants, a willingness to concentrate research grants on institutions 
best fitted.to carry the research through—despite all of this the Commission 
warned against any extension of federal aid. These conclusions seem to derive 
from a fear of federal control, and from an unwillingness to encourage further 
extension of federal activities. 

Undoubtedly, the Commission fears government more than business; for it 
appeals to business to provide the main part of the few hundred million dollars 


. “PC, I, p. 41. Cf. my The Market for College Graduates (Cambridge, 1949), where 
I have discussed some of the issues raiséd by enrollments suggested by PC. Unfortunately, 
the Coinmission paid scant attehtion to this important problem. 
“Studied in a separate volume for the Commission, H. W, Dodd, L. M. Hacker, L. 
Rodgers, Governament Assistance of Universities in Great Britain, 1952. 
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additional required each year. Distrust of the federal government is especially 
germane in these days of investigations. But, as Hofstadter so well shows, there 
are also issues involved in the relation of IHL and its alumni and trustees.!* 
It is important, as the Commission suggests, not to be dependent excessively 
on any one interest. 

If the Commission is too coy vis-à-vis the federal government, the PC would 
strain the federal budget too much. Even before the Korean War, it would be 
hard to justify the additional federal outlays for higher education proposed by 
PC. What is more, the implications of PC's proposals are a steady growth of 
public.as against private IHL. In fact, since the funds would be made available 
primarily to public institutions, the enrollment in public institutions would 
rise to 80 per cent of the total by 1960, as against little more than 50 per cent 
in 1950. : 

Actually, the total contributions proposed for the federal government by 
PC are much greater than is suggested by the table above. In all, the federal 
government was to provide $844 million for general expenditures (as indicated 
by the table), $217 million for capital, and $1,000 million for scholarships and 
fellowships, or $2,061 million in all. On top of this, state government was to 
provide $1,000 million (as indicated in the table) and 433 million for capital. 
The total of all expenditures for higher education then rises to $4.3 billion. 
These amounts are, of course, out of the question at this time and were much 
beyond the practical even when proposed in 1947.1 

It is scarcely necessary to add that the proposed burden omn state govern- 
ments would be intolerable. In 1951, total expenditures of state governments 
amounted to $15.1 billion.'* Inflazon, large tax drains of the federal govern- 
ment, and the growing distress of local governments excessively dependent on 
the general property tax have greatly strained state finances. In that year all 
expenditures of state governments for state institutions of higher education 
were $1,166 million. Of this total, $656 million were spent on current opera- 
tion other than capital outlays.!* This figure greatly exceeds the $445 million 
made available to public higher education in 1950 for current operation, the 
total given by Millett (p. 325), and hence includes some extraneous items. 
At any rate, an increase of current outlays from about $500 million to $1,000 
million and of capital outlays from $289 (1951 total) to $433 million would 
almost double total outlays and raise state outlays for all purposes by 4 per 
cent. An increase of, say, 10 per cent of current and capital outlays (14 of 1 
per cent of all outlays), however, is conceivable, and this might yield $75 
million additional. 

Both PC and the Commission suggested that charges oi about 40 per cent, 


*R. Hofstadter and D. C. Hardy, The Development and Scope of Higher Education in 
the United States, 1952 (a Commission volume). 

1 See PC, V, pp. 36-42, and VI, p. £9. Also cf. my full discussion in “The Future of 
Higher Education in the United States,” loc. cit., pp. 198-207. 

"Y, S. Department of Commerce, Compendium of Statd Government Finances in 1951, 
p.8. . 

5 Ibid., p. 33. 
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of all incoine would overburden state and local governments. Indeed, the 
Commission recognizes the problems faced by state government, inclusive of 
the arrogation of major tax revenues by the federal government, the general 
rise of taxation, the pressure to increase outlays in other directions than edu- 
cation, in part because of the matching of some of these outlays by the 
federal government (Report, pp. 142-48). ` 


C. Gifts and Endowment Income 

With increased dependence on government aid ruled out by the Commission 
(with the exception of what state governments might spare), the only other 
important alternative for the Commission is greater dependence on gifts. The 
Commission recognizes that the inflation has wiped out a large part of the 
endowment. In fact, a combination of increased enrollment, higher prices, and 
reduced interest rates has reduced the contribution of endowment income per 
student; and higher taxes and the increased competition of other funds (e.g., 
community chests, Red Cross, hospital, war) have resulted in a substantial re- 
duction of the'share of the Gross National Product going to IHL in the form 
of gifts in recent years as compared with the proportions received in 1900- 
1930.19 

A measure of losses suffered is given by the fact that over a decade, the 
value of endowment in real purchasing power declined by about 50 per cent, 
or $750 million; and endowment income in real terms declined by 50 per cent, 
despite a rise in dollar amount by $700 million, or one-half. The percentage 
of educational income obtained through private benefactions was 5.6, 6.6, and 
6.2 per cent of educational income in 1930, 1940, and 1950, respectively; but 
in real purchasing power per student there was a decline from 1940 to 1950 
(Millett, p. 336). Endowment income as a percentage of educational income 
of private IHL ‘actually declined from 31.2 per cent in 1930 to 25.5 per cent 
in 1940 and to 13.9 per cent in 1950. The contribution per student in real 
purchasing power has declined by about 60 per cent (cf. Millett, p. 307). The 
effects would have been much more serious had not the IHL shifted a sub- 
stanial part of their investments from fixed interest bearing assets to common 
and preferred stocks and bonds. The resulting gains may, of course, prove 
illusory should a serious depression or a decline of values ensue. IHL have . 
also profited from the development of a productive program of annual giving. 
But in general the annual contribution from gifts and endowment income are 
relatively much less important than they were twenty years ago. 

In the light of this background, it is well to consider the major recommenda- 
tion of the Commission, namely, that business corporations might be asked to 
contribute $250 million annually to IHL. It will be recalled from our earlier 
table that the actual contributions from endowment (13.9 per cent) and bene- 
factions (6.2 per cent) were 20.1 per cent as against the contribution of 9 per 
cent from these two sources proposed by PC for 1960. 

In 1950, the corporations contributed about $250 million in gifts of all 


? For a discussion of some of these issues, see my How Shall We Pay for Education? 
(New York, Harper & Brothers, 1948), pp. 133-61. 
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kinds, of which IHL received 17 per cent, or about $45 million. All gifts were 
about 0.61 per cent of corporate income before taxes (Report, pp. 168-69). 
The actual cost to the corporation and the stockholders (assuming ultimate 
"distribution of all income and uachanged taxes) was about 0.15 pér cent of 
corporate income, with the federal government contributing the remainder 
through tax remissions. Additional gifts to IHL of $250 million would, there- 
fore, involve a cost to the corporetions and their owners of but $60 million, or 
roughly 1/10 of 1 per cent of ccrporate income before tax. The case for in- 
creased gifts is indeed strong, especially when consideration is paid to the 
direct and indirect contributions of IHL to the income of corporations. 

But there are obstacles. Altheugh corporate giving has increased by ten 
times since 1936, this rise is relatively little more than the gain in corporate 
income. Legal obstacles are important, though these are gradually being over- 
come. The experience of the medical schools in a well organized campaign is 
significant. This group raised but $3 million iz all over several years, whereas 
the additional funds required by medical schools probably escea $40 million 
per year. 

Finally, the question as to the price to be paid has to le considered. In 
response to the plea made by th» Commission, Barron’s, in a lead editorial 
Jan. 1, 1953,?° has replied to IF that their financial trials are of their own 
doing; that their professors are responsible for full employment policies, in- 
flation, higher taxes and controls; and that, if they want to.prove themselves 
worthy, they had better dismiss their-leftist professors. The editorial in . 
Barron's does not, I hope, represent the general attitude of business. In fact, 
as President Conant said in his 1952 report, the great business benefactors 
have not set conditions. But it is also clear that as IHL seek for more funds 
from special interests, they may increasingly be pressed to yield control over 
educational policies. e e . 


Conclusion 


. JHU are in need of additional resources. The case for increased income rests 
on the failure to improve the quadty of higher education in proportion to the 
over-all rise of material resources and standard of living; on the large relative 
deterioration of the economic statas of the faculty; on the need oi not relying 
excessively on tuition paid during school years; on the effects of higher taxa- 
tion, inflation, lower yield on capi-al, and the rise of enrollment on the contri- 
bution of endowment and gift income per student. 

The crucial issue is where to ob-ain additional resources. Whereas the Com- 
mission, fearing the federal government, urges greater dependence upon busi- 
ness and continued high tuition from students, the PC, impressed by the 
relation of economic resources to attendance at IHL and sympathetic to the 
extension of government aid, would rely on the federal government primarily 
and state government secondarily. The difference in approach rests partly on 
the fact that the Commission weights more heavily than the PC the non- 
economic factors accounting for nonattendance at IHL, and also is more 


- Cf. my reply, Jan. 29, 1953. 
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disposed to deny entry to IHL to those who might only depress standards. 
Those who are fearful of interference by both government and business, may 
find my suggestions for financing higher education congenial. This proposal 
would require the student to pay the ‘entire cost of his ‘education over his 
college and working life. ' 

May I end by saying that the Report and the supplementary volumes are 
the most important study of the economics of higher education yet made avail- 
able. No one interested in these problems can afford to neglect these volumes. 


COMMUNICATIONS 


Elementary Algebra and the Equation of Exchange 


During the six years since the close of World War II, twenty textbooks in 
the field of money and banking or money and business activity by American 
economists have been published. With one exception, these books refer to the 
equation of exchange in discussions of the interrelationships of such concepts 
as the quantity of money, its rate of use, the level of prices, the quantity of 
goods and services sold, and the money volume of transactions. In all nineteen 
books, the equation is written in the traditional form, MV = PT, or in an 
equivalent form.? This appears to be an algebraic equation of the type 


wz 
xy = wz, or x = —. However, if a reader attempts to treat the equation of 


y 
exchange, with the definitions of the terms as they are given in these books, as 
an algebraic equation, and to substitute true numerical values (or approxima- 
tions to such values), various difficulties turn up which ought not to appeer 
when using a simple algebraic equation. 

In two of the nineteen books it is pointed out that the term PT is isa substi- 
tution for the term Xpq. However, in both cases the equation is developed in a 
form which attempts to add nonhomogeneous quantities, or measure a “mean- 
ingless heap,” to use an expression of the late Professor Schumpeter.’ Of the 
seventeen books in which the expression PT, but not Xpq, is used, two define 
P as an index number with an unspecified base, while treating the other three 
elements in the equation as absolute quantities. In two books, both P and T 
are defined as index numbers, with M and V absolute quantities. Any attempt 
to insert numerical values in the equation MV = PT by using these definitions 
and index numbers with a base of 1 or 100 (which are the only bases in com- 
mon use) gives the absurd result of a figure of several hundred billions being 
equal to a figure of a few tens of thousands, or smaller. 


! Books by persons from other countries naw teaching in the United States are included. 
A list of the books may be obtained from the author. 

*By "equivalent" form I mean a form which differs from MV = PT only by the use 
of other symbols for one or more of these four letters, or by the shifting of one or more 
of these four elements to the other side of the equation by using its reciprocal. 

Some of the authors retain Fisher's distinction between currency and its velocity (MV) 
and bank deposits and their velocity (M'V’). This distinction will be ignored here; that is, 
M refers to all forms of money used as circulating medium, and V to the average velocity 
(number of uses per time period) for all transactions, or for purchase of final products. 

3 Joseph A. Schumpeter, Business Cycles (New York, McGraw-Hill, 1939), p. 484. The 
general concept of an assorted lot, or heap, of goods and gervices does, of course, have 
meaning, and so do the concepts of larger or smaller applied to two or more such heaps. 
However, quantitative measurement of such a heap, for use in mathematical formula, 
is without meaning unless a common urit of measurement, applicable to all the items in 
zhe heap, is specified, 
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To avoid a fallacious result, one of the books specifies that P, the index 
' number of the general price level, represents the average price paid for the 
various goods and services, and that T is an index number of quantities with 
the unit of measurement of each class of goods a dollar's worth of that class 
vin a base year. Two other books which do not refer to P and T as index 
numbers use the same procedure. While this procedure works out correctly, it 
is impossible to apply to factual data because it would require complete cover- 
age and a knowledge, for every item, of the physical quantity which sold for 
a dollar in the base year. The basic methodology of index numbers, that of 
sampling, weighting, and expression of the results in the form of relatives to 
100 for the base year, cannot be used; and the results of the procedure cannot 
properly be called index numbers. 

Of the remaining books, one has no definition nor description of P and T, 
merely stating that the PT factor is the all-inclusive sum of money trans- 
actions in the period and may be subdivided into its parts. In all the others 
the phrases used in defining both P and T are ambiguous, and some of them 
are subject to the “meaningless heap" censure. In none of these cases would 
it be possible to find numerical values to fit the definitions without additional 
specifications, j.e., without altering the definition. 

In thirteen of the books, the equation, MV — PT, is described as a “truism” 
or "identity." With the ambiguous or inconsistent definitions used, this is not 
necessarily true: some of them, in fact, lead to false and absürd results when 
applied to numerical data. Moreover, only two of the books point out that for 
any time period payments for things (MV) are not precisely equal to the sum 
of the values of those sold (Xpq), because of debts carried over the ends of 
the period. 

The reason for most of the inconsistent and inadequate definitions of the 
terms of the equation of exchange appears to be the general acceptance of the 
expression PT for Xpq. As indicated above, the latter term is not used in 
seventeen of the textbooks. Of the two authors who use both expressions, 
neither points out the important fact that the latter term cannot accurately be 
represented by the former. This obvious fact had been mentioned by at least 
one previous author of a money and banking textbook, Harold Reed. “Tech- 
nically, of course PT is bad mathematical terminology. T' refers, usually, to 
many commodities, to cloth, to corporate securities, to iron, to house rents, 
to labor. There is no homogeneous unit of T. It is impossible to add coal to: 
cloth to corporate securities to iron to rents to labor."* Schumpeter had also 
emphasized the ambiguity and lack of meaning of expressions such as “the 
price level” except when defined in terms of the relative magnitude of Xpq 
for one period compared with another period, with an unchanged collection of 
goods and services.* Inasmuch as Reed's book was published four years earlier, 
and Schumpeter's seven, than any of the nineteen postwar texts on money and 
banking, it would seem that later writers might have taken a cue from them 
and avoided the ambiguous and inaccurate terminology. 

rus L. Reed, Money, Currency and Banking (New York, McGraw-Hill, 1942), 
p. 144. 

* Schumpeter, of. cit., pp. 451-56. 
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All the authors use the equation of exchange in discussing changes in the 
value of money, or level of prices, over time. This implies an application of 
the equation of exchange to successive time periods. However, none of the. 
authors develops the equation in a suitable form for this purpose, though this 
is easily done with very simple algebraic manipulations, starting with the 
correct form of the equation for a particular time period, mv = Xpq.* The 
procedure is to use subscripts, o for the base year and i for later years 
(i= 1, 2, .. .); then, since both sides of an equation can be divided by the 
same quantity (represented by either side of another equation), to write 

mii DY pui 





muovo 7 A35 pogo poqo 


In this form both sides of the equation represent the relative aggregate 
value in the year i, in comparison with the base year, of the transactions to 
which the equation is applied.-The money-velocity side of this equation can 

^mi Vi 
be rewritten in the equivalent form (=) (= 

mo Vo 
the quantity and velocity of money. On the price-quantity side of the equa- 
tion, we can multiply both numerator and denominator by the same quantity, 
selecting either Zpiq, or Xpoqi. We then have 


22 pai 27 pip - (See (22a a 


ps pedo Dy Pigo 25 Podo/ & 27 pide 
which is the Laspeyres formula for a price index with a Paasche formula for 
a quantity of goods and services index; or 


2 Piqi 25 Pod " (= bat) (2ean) 
25 Poqo >, Pogi 25 Pogi 25 Poqo i 


which is the Paasche formula for a price index and tke Laspeyres formula for 
the quantity index. If we do not like the combination of a price index which 
uses weights of the base year and a quantity index which uses weights of the 
current year, or the reverse combination, we can substitute for both indexes 
the formula recommended by Bowley more than a half-century ago, and later 
called by Fisher the "ideal" formula.’ Other formulas may also be used. In . 
each case the algebraic manipulations by which the chosen price index formula 
is introduced into the equation will previde a corresponding formula for the 
quantity index.’ 


J įi.2., as simple relatives of 











° Lower-case letters are used here for the money-velocity side of the equation, as well 
as the price-quantity side, so that the capital letters can be used for the index number 
form to be developed. 


The simplest way of showing that this substitution can be made is to make it and 





Zpiq: 
then simplify the result, which will reduce to the original — 
P ZPoqe 


8 For an excellent brief discussion of various index number formulas and their origins 
see the article, “Index Numbers,” by C. M. Walsh, in Encyclopaedia of the Social Sciences 
(New York, Macmillan, 1932), VII, 652-58. 
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With the foregoing we can write MV = PT, defining all four of the terms as 
indexes to the same base, with M and V ordinary relatives and P and T index 
numbers based on the “ideal” formula or on some other selected pair of 
formulas. For practical application, price and quantity index numbers based 
on formulas which are not properly paired with each other, mathematically, 
may be used as approximations; even those derived by use of the "ideal" 
formula will also be approximations because of computation from samples 
rather than the whole universe of transactions to which the equation is applied. 

There is another form of the equation of exchange, closely related to the 
foregoing, which is also of great use in dealing with the central problem of 
monetary economics, namely, the relation of the price level and monetary 
policy to business fluctuations. This form may conveniently be written 
MV, = Pi Tt, with the terms defined as trend-adjusted index numbers, or 
percentage ratios to trend, and with the trends appropriately selected and 
interrelated. Selection of the trends is as follows: for T, the average rate of 
growth in output or physical volume of transactions over a substantial period ` 
.of time (several “business cycles"); for V, the reciprocal of the average rate 
of growth (positive or negative) in holdings of cash balances (money) rela- 
tive to aggregate expenditures for the type of goods and services included in 
T, also over a period of several “business cycles"; for P, none, on the ground 
that neither a falling nor rising price level is characteristic of a stable economy; 
and for M, the combined average rate of growth in output and in cash hold- 
ings relative to expenditures, on the ground that this is the rate of growth in 
the quantity of money needed for maintenance of economic stability, or maxi- 
mum production, minimum unemployment, and a stable level of prices. 

In view of the usefulness and simplicity of derivation of the index number 
and trend-adjusted index number forms of the equation of exchange, it is 
difficult to understand why monetary economists and economic theorists 
generally have neglected to make use of them, or why all the textbook writers 
either distort the Fisherine form of the equation by use of ambiguous or in- 
consistent definitions, or use definitions which are too clumsy or cumbersome 
for application to statistical data. It seems incredible that the appearance in 
American economic literature of the index number form of the equation, and 
its derivation, should have been delayed for several decades after Fisher's 
popularization of the equation, and that only one attempt has been made to 
utilize the equation in a practical way by developing a set of index numbers 
of all four of its elements.? 

CLARK WARBURTON” 


* The author is an economist in the Division of Research and Statistics, Federal Deposit 
Insurance Corporation. The opinions expressed are personal only. 

*'The earliest presentation of the index number form of the equation of exchange and 
its derivation with which the ‘writer is acquainted is in a paper, “Comments on the 
Equation of Exchange,” given at the Fifth Annual Conference, Indian Economic Associa- 
tion, Patna, India, December 1922 (Proceedings of the Conference, pp. 88-105). More 
detailed treatments of the relation of price and quantity index numbers to the theory of 
the value of money and the equation of exchange are given in Francois Divisia, Economique 
Rationelle (Paris, Gaston Doin, 1928), Ch. xxv, and in Griffith C. Evans, Mathematical 
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A Note on the Relationships cf Bank Capital to the Lending Ability 
of the Commercial Banks 


There has been published in rezent months a spate of articles, pamphlets 
and monographs which have discussed the problems of bank capital.! Most of 
these take note of the very low rztio of capital accounts to assets or deposit 
liabilities? In the samples which have come to my attention this is universally 
regarded as an unfavorable development from thé standpoint of the longer- 
term interests of the bankers, thei7 customers and patrons. The authors point 
with alarm to the fact that inadequate bank capital creates a condition inimi- 
cal to the maintenance of depos:tcr confidence, to the ability of the banks to 
absorb losses and still maintain their solvency—and lastly, that inadequate : 
bank capital curtails the ability af the banks to supply their business customers 
with needed credit. 

It is with this last "function" of bank capital that issue is here taken. 
Judged by the many variants of statements concerning the relationships of 
bank capital to the lending ability 5f the banks, the belief is apparently widely 
held that the capital accounts corstitute a source of loan-funds; that com- 
mercial banks loan out the savings of the banks' owners. 

Such statements are common ard are to be expected in the trade journals, 
but when they appear in the more scholarly publications, or are authored by 
professional economists, they shou d not be allowed to go unchallenged. Four 
such statements have been selected for examination here.? 


Introduction to Economics (New York, McGraw-Hill, 1930), Ch. rx. Index numbers of. 
the elements of the equation of exchenge for the United States for the period 1919-1947, 
quarterly and annually, are given in a paper, “Index Numbers of the Elements of the 
Equation of Exchange," presented by tne writer at a joint meeting of the Econometric 
-Society and the American Statistical Association, December 28, 1948 (available in mimeo- 
graphed form; abstract published in Ecosometrica, Apr. 1949, XVII, 176). 

+The terms capital and capital accoun.s are used synonymously. As so used they include 
the aggregate of capital stock, surplus, undivided profits and all ntt worth reserves. 

? Bank capital as a percentage of total liabilities has declined, with minor reversals of the 
trend, for the past seventy-five years: fom a percentage of approximately 35 in 1875 to 
about 7 as of the present time. The seres is characterized by a number of sharp declines 
in the capital ratios with connected platezus of relative stability. In the 1880's, for example 
the level was about 30 per cerit as compared with about 20 per cent during the 1900-1910 
period, and about 12 per cent in the 19:0’s. In the course of World War II, the ratio fell 
decisively below the 10 per cent level, traditionally regarded as a minimum for safety. 
' Since the end of the war the capital ratos have tended upward, largely due to an expan- 
sion of bank capital accounts. This ir. tarn is almost entirely attributable to retention of 
earnings. E 

* The Increased Dependence of Busines on the Commercial Banks, Bull. No. 175, Insti- 
tute of International Finance, The Scheols of Business of New York University, Mar. 
4, 1052, pp. 4, 5, 12, 19. Gaylord A. Freeman, Jr., The Problems of Adequate Bank Capital, 
Ilinois Bankers Association, May 23, 1952, pp. 2, 5, 10, 13, 44, 47, 79, 80. Other examples 
could be cited from an article by Marcus Nadler, "The Trend of Commercial Loans," 
Finance, Jan. 15, 1952, see especially pp. 41, 42, 95. Similgr misconceptions of the basic 
nature and distinctive character of the commercial bank as contrasted with all other types 
of financial institutions are to be found in many of our recent money and banking text- 
books. See, for example, George W. Woodworth, The Monetary and Banking System (New 
York, 1950), p. 84, and Chart 70; E, W Boehmler, R. I. Robinson, F. H. Gane and L. C. 
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On page 12 of the bulletin published by the Institute of International 
Finance isthe statement: 


Tf the need for working capital should grow it will create problems for the 
commercial banks, particularly for those whose capital is small in relation 
to deposits and risk assets. . . . Therefore, unless the banks take measures 
to expand their lending ability by increasing their capital resources. . . . 


And at the end of the bulletin (pp. 18, 19, italics added): 


In view of the vital function banks perform in the economy and the 
definite relationship between the capital resources of a bank and its ability 
to lend it is important that banks be in a position to increase their capital 
resources either through retained earnings or the sale of stock in the open 
market. In this way the banks would be enabled to meet the increased 
requirements of industry and trade. 


Similar notions are to be found in the monograph published under the aus- 
pices of the Illinois Bankers Association. On page 5, footnote 12, of this 
publication the author states: 


. if there is a continued growth of demand for credit the limited capital 
of many banks will prevent their providing the additional credit. 


And on page 79: 


The principal function of capital is to . . . enable the bank to continue 
in business, and provide needed credit. 


It is recognized of course that there are some relationships between bank 
capital and the ábility of the banks to lend. This note is merely a denial that 
bank capital is a source of such funds. : 

State and national laws have long placed limitations on the amount any 
single bank can lend to any single borrower. Most of these limitations have 
defined these maximums in terms of a percentage of capital or of capital and 
surplus. However, such a limitation does not curtail the ability of the entire 
system of banks to make loans, except in a purely administrative sense. 

Furthermore, supervisory authorities have tried, with virtually no success, 
to relate the volume of bank capital to the volume of liabilities, or of risk 
assets. To the extent that low capital ratios cause bank examiners to put pres- 
sure upon bankers to restrict their lending, it may be said that "inadequate" 
capital can lead to a denial of business loan applications. But the record shows 
that various “rules-of-thumb,” including the venerated “10 per cent" cri- 
terion, have long since gone by the board. Unless supervisory authorities are 
much more successful in the future than they have been in the past in restrict- 
ing bank lending to a definite ratio of capital funds it could not be concluded 
that bank credit is definitely tied to or limited by the volume of bank capital. 
Indeed if current trends are indicative, it seems probable that supervisory au- 


—.—— 








Farwell, Financial Institutions (Homewood, 1951), p. 91; Jay L. O'Hara, Money and 
Banking (New York, 1948), p. 101; and Charles L. Prather, Money and Banking, Sth ed. 
(Homewood, 1653), p. 223. 
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thorities will put even less credence in “rules-of-thumb” and more reliance on 
qualitative judgments in determinations of the adequacy of-bank capital.‘ . 

The foregoing should not be interpreted, however, as a denial that the 
expansion of capital accounts will not ordinarily increase the lending ability 
of the banking system, but the increased lending ability derives from the fact 
that an expansion of the capital accounts, by causing a diminution of deposits 
in the system, releases excess legal reserves. 

While it is possible that capital ‘accounts of banks could grow out of the 
investing of previously idle currency hoards,:or from gold flights from other 
countries where the owners chose to invest their funds in new bank stock, 
these and other similar sources are extremely unimportant. For all practical 
purposes the only really significant “outside” source of capital for banks is the 
bank-held savings of bank customers. Consequently an expansion of commer- : 
cial bank capital accounts tends to cause an equal reduction in the banks’ de- 
posit liabilities. The increased lending ability of the banking system therefore 
grows out of the release of excess reserves within thesystem.? ` 

An expansion of the capital accounts of banks through the ‘retention of 
earnings will increase the lending ability of the banks for the same reason since 
the retention of earnings tends to cause demand deposits to decline by the same 
amount that the equity accounts (undivided profits) are expanded. Thus excess 
reserves are released and on the basis of these the banks can; if they have the 
opportunity, create a structure of -oan- deposits equal to the volume of Carn 
ings retained. - : 


* Neither the supervisory. staff of tbe Comptroller of the Cireng nt nor that oi the Federal 
Deposit Insurance Corporation adhere at present to any mechanical or fixed standard or 
ratio in gauging the adequacy of bank capital structures. Their practices, which are 
borne out by various public statements, indicate -that they.believe that'a-üniform stand-. 
ard would be applicable to only a few banks, and that the test of capital adequacy. for 
any given bank should give consideration to the quality and nature of its assets, the 
quality of its management, and the general manner in which the business of the bank is ` 
conducted, See statement by Maple T.-Harl, chairman, Federal Deposit Insurance ‘Corpora- 
tion, “What Are.Proper Standards For Bank Capital?”, Banking, Jan., 1952, xliv, 35. See 
also the Annual Reports of the Comptroller of the Currency and the Federal Deposit In- 
surance Corporation. For a summary of views and practices of state supervisory authorities 
see: A Report of.the Committee on Risk Asset Ratio Study, New Yozk State Bankers, 
Association, Mar., 1952, especially pp. 17-22. 


5 These effects could easily be overestimated. If, for example, all Holders of time deposits 
in commercial banks could be induced to buy new issues of bank stock: this would not 
increase the lending ability of the banks by the volume of these deposits; but only a fraction 
thereof, Taking the 1952. year-end figure cf approximately $40.3 billion for the total volume 
of time deposits in all commercial banks and assuming an average reserve ratio of .05 re- 
quired against these deposits we obtain a igure of $2.0 billion as being the volume of excess 
reserves released if all time deposits were invested in new bank stock. On the basis of these 
excess reserves the banks could (cet. par., including the public’s holdings of currency and 
assuming an average reserve ratio of .15; create approximately $13.3 billion in new loan- 
deposits. "The formula for the above calculation is L — C/R, where L represents the volume 
of loan-deposits potentially creatable; C, the volume of excess reserves in the system; and 
R, the weighted arithmetic average of the reserve ratios applicable to demand deposits for 
all banks in the system. 

It is impossible to make a similar estimate for demand deposits since the volume of these 
deposits held idle and regarded by their owners as savings is indeterminate. 
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Substantially the same reasoning applies to any given bank in the system. 
If the expansion of thé capital accounts comes through the retention of earn- 
ings, the lending ability of the bank is increased because there has been a de- 
Cline in the deposits of the given bank and/or other banks, thus causing an ex- 
pansion of the bank's excess reserves. If the retention of earnings is at the 
expense of the customers of other banks, the bank's lending ability will be 
much more enhanced than were these earnings at the expense of the bank's 
own customers. Income derived from the customers of other banks adds to the 
total as well as the excess reserves of the bank, while earnings derived from 
the bank's own customers add nothing to the bank's total reserves. In the latter 
instance excess reserves are increased only à fractional part (around 15 per 
cent on the average) of such earnings. 

If the capital accounts of a given bank are expanded through the sale of new 
issues of stock this will also cause a reduction in the deposits of the given bank 
and/or other banks, unless (which is unlikely) the.stock is purchased out of 
currency hoards. The lending ability of the bank is again increased for the 
same reasons given above; viz., the release of excess reserves (where the owners 
of the new stock are customers of the given bank), or the expansion of total 
(and excess) legal reserves (where the owners of the new stock are customers 
of other banks). 

Whereas the lending ability of a bank is increased more by the sale of bank. 
stock to (or the derivation of earnings from) the customers of other banks, 
this advantage is at the expense of other banks with the result that, from the 
standpoint of the system, the lending ability of the banks is increased only to 
the extent (or less) that deposits are utilized (and thereby destroyed) in these 
operations. Even if it is assumed. that the earnings retained, or the savings 
utilized in the purchase of new issues of stock, are entirely at the expense of 
the demand depesit, rather than the time deposit, holdings of bank customers, 
new loan applications can only be accommodated to the amiount of these de- 
posits. . . 

Lest this equivalence be misinterpreted it is perhaps well to reiterate the 
well-established fact that commercial banks, in their lending or investing ac- 
tivities, create credit. And from this it has been repeatedly affirmed that the 
commercial banks do not, indeed cannot, lend out the savings of their deposi- 
tors. From the foregoing discussion it should also be apparent that the com- 
mercial banks cannot loan out the savings of their stockholders, either volun- 
tary or forced. But there is this difference: When a bank depositor saves and 
keeps his savings in the bank this simply results per se in idle deposits, but no 
change in either the volume or the composition of the assets and liabilities of 
the banks.5 There is thus no change in the lending ability of the banks unless 
the depositor chooses to transfer these savings from the demand to the time 
category, or from a bank having a higher to a bank having a lower reserve ratio 


requirement. 
. 
*'This action on the part of bank ‘customers by reducing the turnover of funds dampens 
effective demands in the markets, and thereby tends to diminish the future opportunities 
of the banks to lend. 
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When a bank customer saves and puts these savings into new bank stock, or ` 
a bank stockholder has savings iorced upon him by action of the board of 
directors, this causes a diminution of deposit liabilities and a corresponding 
increase in the banks’ net worth accounts, Since reserves are only required 
against deposit liabilities this creztes excess reserves in the system and conse- 
quently increases the lending ability of the banks. If the banks are able to take 
advantage of their new-found excess reserves they do so by accommodating 
borrowers (with immaterial exceptions) with newly created deposits. Thus 
it may be said that, in so far as borrowers are accommodated with deposits, the 
commercial banks originate all funds lent. They are not middlemen in the 
lending process for either depositors or stockholders. 

LELAND J. PRITCHARD* 
* The author is professor of finance at the University of Kansas. 


Wicksell on Fiscal Reform: Further Comment 


With its emphasis on Wicksell’s benefit-theory of tax reform, Professor, 
Buchanan’s recent “Comment”! supplements what I had to say mainly about 
Wicksell’s practical program of fiscal reform in my article.? Buchanan’s dis- 
cussion is an excellent summary of Wicksell's theory of “justice in taxation” 
as expressed in Finanztheoretische Untersuchungen. This summary, however, 
needs amplification on an important point because Buchanan neglected to men- 
tion the preconditions Wicksell regarded as necessary, and :he existence of 
which he postulated in developing this argument, for his schema for “just taxa- 
tion." These conditions were: 

1. Intensively developed, democratic political institutions involving inter 
alia universal adult suffrage and elections on the basis of proporticnal repre- 
sentation, to the end that all minorities might achieve politica? representation, 
in proportion to their strength.? 

2. An undertaking by parliament always to consider proposed expenditures 
along with the taxes necessary to support them and to allow minorities ample 
opportunity to veto and amend majority proposals which would not pass 
unless they received a qualified majority vote (of at least two-thirds, or more, 
if possible and practicable) of the members of parliament. 

3. A revision by gradual confiscatory taxation of some existing property 
relations and of the distribution oj income and wealth so that the revised dis- 
tribution might be sanctioned as "just" by a social consensus reflecting the 
contemporary sense of justice. Among the property rights, types of wealth, and 
income he would have modified and subjected to confiscatory taxation were: 
(a) the then unlimited right to acquire property by inheritance, (b) monopoly 
gains of all sorts, (c) most varieties of “unearned” incomes and increments in 
asset values—particularly in land values in communities with increasing den- 


1 James M. Buchanan “Wicksell on Fiscal Reform—A Comment," Am. Econ. Rev., Sept. 
1952, XLII, 599 ff. . 
* Car] G. Uhr “Knut Wicksell—A Centennial Evaluation,” Am. Econ. Rev., Dec. 1951, 
` XLI, 829 ff. 
3 Knut Wicksell, Finanztheoretische Untersuchungen (Jena, 1896), pp. 123 f., and also see 
one of his tracts Réstrdttex och Skatterna (The Franchise and Taxation), (Stockkolm, 1898). 
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sity of population, (d) value-gains that accrue, and abnormal concentrations 
of wealth that are frequently made possible for large property owners and 
entrepreneurs at the expense of small owners and of the propertyless, in the 
course of business fluctuations and as a result of sustained periods of inflation, 
such as occurred during the first World War and its aftermath.‘ 

Given these conditions—and it is clear that with respect to condition (3) 
this was demanding a good deal—Wicksell was anxious to place all decisions 
concerning public expenditures and taxes (except taxes to cover interest and 
amortization on the public debt, for reasons given on page 600 and note 6 of 
Buchanan’s Comment") under the voluntarist principles of relative unanimity 
of consent by all parties in a thoroughly representative parliament. Because 
these preconditions were not even approximately realized during his lifetime, 
Wicksell found it necessary to agitate for political reforms to make them pos- 
sible, and to support progressive income and property taxes. Although the 
latter were not a perfect answer to his quest for justice in taxation, they tended 
at least to remove the worst injustices perpetrated under the tax systems of 
his day. Those systems relied almost exclusively on indirect taxes enacted by 
parliamentarian majorities representing mainly the propertied classes because, 
until the close of World War I, the franchise was generally denied to the prop- 
ertyless. 

Wicksell’s advocacy of the “confiscation principle" of taxation to obtain the 
desired revision of the distribution of wealth, was mainly intended (a) to elimi- 
nate all forms of rent from the category of private income and (b) to make 
restitution for and prevent the recurrence of the “capitalistic bolshevism"* 
that affects the distribution of wealth when the value of money is undergoing 
substantial change, especially during periods of inflation. 

To the extent possible, Wicksell wanted to eliminate rent from private in- 
come by taxation, because income of this type can presumably be taken from 
individuals by the state without impairing their production incentives and 
without reducing thé output of goods and services. Then the state in turn 
ought to use the corresponding revenues for a secondary distribution of social 
rea] income to all citizens in the form of an increasing variety and quantity 
of useful public or social services, especially in the fields of education and 
public health, for expansion of these services would provide greater equality 
of opportunity for all citizens, and they would also contribute both directly and 
indirectly to an increase in general productivity. . 

In order to reinforce the foregoing long-run aim by appropriate short-run 
action, Wicksell held that the pervasive changes in the distribution of wealth 
which are a byproduct of significant changes in the value of money should, so 
far'as possible, be prevented. If they could not be prevented entirely, then 


^ Knut Wicksell, Finanztheoretische Untersuchungen, pp. 143-50. 

*'This descriptive phrase was coined by Wicksell’s colleague, D. Davidson, in an article 
on “Valutaproblemets teoretiska innebörd” (Theoretical Implications of Problems Relating 
to the Value of Money), Ekon. Tids., 1920, xxii, 83 ff. It referred to the progressive acquisi- 
tion of wealth by the debtor class or enterpreneurs from creditors and rentiers that occurs - 
in an inflationary period as a result of the decline in purchasing power of money. The more 
protracted the inflation, and the higher it spirals, the more thorough this form of “bolshe- 
vism." " 
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upon the return of more stable monetary conditioas, arrangements should be 
made for partial restitution of losses* to those who had been impoverished as a 
result of the preceding inflation (wr deflation). To his mind, a money of stable 
value, £.e., a nearly constant price level, was a prerequisite for rational eco- 
nomic conduct, especially with respect to individuels! plans or investments for 
the future. Moreover, this stabilizy seemed essential to Wicksell for the pro- 
tection and progress of democratic political institut ons in society. 

It is, of course, possible that Bachanan may be -ight in saying that because 
of the existence of strong, functional groups and because of the Keynesian 
impact on fiscal policy, Wicksell’s voluntarist bensüit-taxation-schema is ''de- 
serving of more careful consideration than when. . first proposed." Yet this 
seems rather improbable. A propcaal that presupposes a “just distribution" is 
not much more applicable to our o-vn than to Wicksell’s world, not unless it can 
be shown that Wicksell was wrorg about this prezondition and that, in fact, 
his schema is applicable with ne- advantages regardless of the character of 
society's distribution of income and wealth. Thus far, this has nof been 
demonstrated. Further, the contemporary fiscal problem also involves more 
variables than those Wicksell recognized in Finanzt2eoretische Untersuchungen 
(though he came closer to seeing most of them n his monetary analysis) ; 
hence its solution apparently requires a different approach and treatment from 
that which it received there. 

Cart G. Unn* 


* Wicksel's most explicit argument for the restitution scheme is found in-the separate 
statement he made in a report to, the 3wedish governmen: in 1920 as a participant in its 
Commission of Financial Experts, *BiEga till Utlatande av 1920 Ars Finanssakkunnige" 
(Appendix to the Report of the 1920 Commission of Financial Experts), (Stockholm, 1920). 


“J. M. Buchanan, loc. cit., p. 602. 
* The author is an economic consuliart in-San Francisco. . 


Domestic Air Line Self-Sufficiency: Comment 


Mr. Harold D. Koontz, in two recent articlest kas advocated the merger of 
the present sixteen trunk. line air carriers into a system of six carriers.? 2 That 
consolidation is essentially to be in the form of combining the twelve small 
carriers into two systems, while leaving the four largest carriers little changed.? 
Feeder lines are not considered.* The purpose of -his note will be to analyze 
the argument on which Koontz bases his policy recommendation, rather than 
to examine that policy and the alternatives, if any, -o it. 

Koontz begins with an attemp- to estimate the amount of the subsidy. He 


*“Domestic Airline Self-Sufficency, Am. Econ. Rev., Mar. 1952, XLII, 103-25; and 
"Economic and Managerial Factors Underlying Subsidy ‘Needs of Domestic Trunk Line 
Carriers,” Jour. Air Law and C ommerce, Spring 1951, XVIIT, 127-56. 

? Review, p. 124. 

? Journal, p. 154. 

Ó'fhere are some 20 feeder or local :ervice lines, the lret of which are about the size 
of the smallest trunk lines, measured in gross revenue. The classification is arbitrary; 
essentially those in operation prior tə 1938 are classifiel as trunk lines, while feeders 
have entered the industry since the end 5f the war., 
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assumes that a service rate (i.e. , nonsubsidy rate) for the carriage of air mail 
would be the same as for the carriage of passengers. It is difficult to see the 
reason. for assuming that a mail rate yielding the same revenue per ton mile 
as the- passenger rate is thereby somehow a nonsubsidy rate. The passenger 
service is sold in'aà mass market, in which, although there is often but one 
seller of the air line service, there i isa broad group of buyers who choose air 
service as only one of several competing means of transport. In such a market, 
conventional pricing concepts are applicable. Mail, however, is transported 
under conditions approaching those of bilateral monopoly, with a single buyer 
of the service, the Post Office, and often a single seller,.the air line serving the 
pair of cities involved. Nor is there even any relation between the postage 
rates which Congress establishes for the Post Office to charge the users of the 
air mail service and the rates which the Civil Aeronautics Board establishes 
for the-Post Office to pay for the carriage of its mail. The price elasticity of 
demand for the carriage of air mail may well be zero. It is hard for me to see 
why passenger rates, an average of coach and first-class fares in continually 
variable proportions, even assuming that existing passenger fares represent 
optimum pricing in the various passenger markets being served, should some- 
how represent a norm for mail rates, which would appear to be a completely 
different. market. In a bilateral monopoly situation, such as the relation be- 
tween the Post Office and the air lines, there will be no market price in the 
usual sense, and price will be determined by bargaining. If subsidy is defined 
as payments in excess of market price, the subsidies are also indeterminate. 
As. Locklin has argued, it is only in a special case that the Ernst and Ernst 
method is appropriate. - 

Koontz shows that if the air lines had been paid for the carriage of nail on 
the basis he suggests, all lines would have been paid less, with a resultant de- 
crease in net operating income.” In 1949 only the big four carriers would have 


` "Review, p. 105; Journal, pp. 128-29. Although Koontz sets forth no justification for 


- his assumption, that assumption is perhaps derived from the report of Ernst and Ernst 


N 


on the separation of compensatory mail pay from total mail payments (“Report of Ernst and 
Ernst on Survey of Separation of Compensatory Mail Pay from Total Mail Fayments 
to Domestic Airlines,” Journal, Spring 1951,. XVIII, pp. 206 ff.) They write, “Since 
passenger and mail are the primary services, and are rendered jointly (passengers contribut- 
ing more than 85 per cent of the total reventte and mail approximately 6 per cent), we believe 
that the compensazion paid for both services should be related, varied only to cover the 
cost differential existing because of the exclusive passenger or exclusive mail costs involved" 
(ibid, p. 233). This represents, however, a statement of faith on the part of the cost 
accounting firm, and does not necessarily constitute a principle to be accepted SREBOHE 
economic analysis. 


' D. Philip Locklin, “A Critique of Proposals to Separate Subsidy from Air Mail 
Pay,” Jour. Air. Law and. Commerce, Spring 1951, XVIII, 166-180. 

'That case requires that total air line revenues, including mail revenues related to pas- 
senger fares, be just sufficient to cover all costs including a fair but not excessive return 
on investment. Under conditions in which total revenues, including mail revenues so fixed, 
aré greater or less than total costs, including returns on capital, the establishment of mail 
rates based on passenger fares (s not proper, and the fixing of mail rates above the level 
of fully allocated costs based on market consideration will only constitute a subsidy if 
total costs of air mail service exceed the amount which the users would be willing to pay. 


* Review, pp. 10€-07. 
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been in the black; in 1950 half the lines would have been in the black. Koontz, 
however, regards 1949 as more normal than 1950,* even though most economic 
time series show a dip for the earlier year. It is th s evidence of poor financial 
performance—that is, what would have been pcor financial performance if 
passenger fares had been paid for the carriage of mail—that leads Koontz to 
search out its causes (other than his own assumptions) and make his policy 
recommendations. 

There follows a section in which Koontz demonstrates that there are not 
substantial differences in the average cost per available ton mile of the sixteen 
carriers.? Available ton miles represent total transport capacity, some of which 
will be utilized, and some left to perish through uaderutilization. Presumably, 
however, air line management is producing revenue transportation rather than 
potential transportation, so that a more relevant zalculation might have been 
. average cost per revenue ton mile, But because the average cost per available 
ton mile does not show great variations betweer carriers, Koontz concludes 
that economies of scale are absent, although he points out later that it is 
variations in the load factor!? which essentially account for the less favorable 
earnings in the commercial market of the smaller carriers. This implies that 
perhaps a smaller proportion of seats are occupied on the smaller lines, which 
still further implies that possibly the unit is too large. I submit that the match- 
ing of the size of the productive unit, in this case the plane, to the size of the 
market, is one of the problems generally comprehended among those of econo- 
mies of scale. It is also true, and the industry has shown considerable concern 
thereon, that no small modern aircra:t, suitable te lightly trafficked routes, are 
available from American manuiacturers. Smaller air lines thus are largely 
forced to employ units larger than can be filled by their traffic. But no amount 
of corporate merger will solve the technical prob.em of providing small, fast, 
and cheap aircraft for thinly trafficked routes. . 

Koontz then turns to variations in the effecttveness of management as a 
possible explanation for the variations of profits between carriers. He explains 
the profitability of Eastern and American as resulting, in part, irom the offer- 
ing of a high volume of frequently scheduled service? If the profits of these 
two carriers are due to the size of their output, this hardly seems consistent 
with his statement on the preceding page: “When only the nine largest carriers 
are considered, evidence of any economies of scele virtually disappears.” 

Koontz indicates that although there are wide differences in managerial 
effectiveness, such differences are insufficient to explain the differences in 
profitability. While that may sometimes be true, there may be other cases in 
which differences in managerial ability are important. For example, a simple 
test of managerial ability would seem to be its response to changes in the 


* Review, p. 108. 

? Review, pp. 108-14; Journal, pp. 133-40. 

79 7e., revenue ton miles divided by available ton miles. 
* Review, p. 117; Journal, pp. 144-457 

? Review, pp. 114-15; Journal, p. 150. 

7? Review, p. 113. 
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volume of traffic. If output, measured in revenue ton miles, changes, one would 
expect an alert management to be able to change its costs in the same direc- 
tion, although, of course, not necessarily proportionately. Thus if traffic de- 
clines, management, at least within the limits imposed by the indivisibility of 
the productive unit, the aircraft, should succeed in making some cost reduc- 
tions; and likewise, above the minimum size, one would expect management to 
have to increase its costs somewhat when traffic rises. On heavily travelled : 
routes the qualification of indivisibility may become unimportant. 
A leading trade paper, American Aviation, publishes monthly data on air 
. line traffic and expenses, taken from reports of the carriers filed currently with 
the Civil Aeronautics Board. During the period of relative price stability be- 
tween January 1947 and the outbreak of the Korean War, carriers’ cost figures 
can be used without the clear-cut necessity of a deflator, so that simple corre- 
` lations of total operating expenses, in unadjusted dollars, and total revenue 
ton miles can be made for individual carriers. As just indicated, one would 
expect the well-managed carrier to show a positive relation between changes 
in revenue traffic and changes in total cost. For the period for which I have 
scrutinized the data, January 1947 to May 1950, twenty-nine observations or 
twenty-eight intermonthly periods, tightly managed and profitable Eastern 
had such a positive relation 20 times, and negative only 8. United had 17 
positive relations and 11 negative. TWA, least profitable of the large carriers, 
had a positive only 13 times, and negative 15 times. Thus it was more often 
than not the experience for TWA, at least during those 29 months, to spend 
more when traffic declined and to cut expenditures when traffic rose. I think it 
can be said that differences of this magnitude in managements’ responses to 
changed conditions may well be sufficient to account for the differences in 
profitability, at least as between the particular carriers mentioned. That dif- 
3erence in profitability had been substantial. 

Koontz then suggests that load factor is the most important factor in finan- 
cial self-sufficiency, and that high load factors may be obtained by serving 
major markets. This may be another way of saying the aircraft in conven- 
tional use are too large for the market they serve at the existing price level. 
But let us examine a moment the first proposition: that high load factors mean 
profitability. Koontz' Table V, showing, for 1949 and 1950 for each trunk 
carrier, actual load factor and net operating income adjusted by his method, 
that is, by charging passenger fares to the mail load, is the basis for his asser- 
tion that improved load factors are ihe solution. He points out that most lines 
could have operated profitably, even after mail pay adjustment, if they had 
had the load factor of American, United, or TWA, about 58 per cent in 1949 
and a few points higher in 1950. But he ignores his figures which indicate that 

: Eastern operated profitably on a 46 per cent load factor in 1940; and 53 per 
cent in 1950. For 1949, the lines with higher load factors than Eastern's, but 
nevertheless with losses after mail pay adjustment, represent nine of the twelve 
other trunk carriers, though in 1950 only two were clearly inconsistent with 
his position. Thus, while load factors must be an important factor in profit- 


9 Review, pp. 117-22; Journal, pp. 144-45. 
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ability, other explanations canno: be discarded. The profitability of Eastern 
has still another aspect which is awkward for his thesis. He ascribes Eastern's 
profitability to its “policy of offering a high volume of frequently scheduled 
service." There is nothing inconsistent with frequent service and low load 
factors, but can Koontz mean that most lines are profitable because of high 
load factors, and Eastern is profitable because of low load factors? 

Koontz concludes that there is a high degree of correlation between large 
airlines and service in large markets, defined as the top 97 pairs of stations, 
in rank order of traffic generation. Such a conclusion would appear tautological, 
the same statistical unit, volume traffic, accounting for both large carriers and 
large traffic centers. It is, however, not inconceivable that the profitability of 
the large carriers serving large markets is due,'to the extent that it is related ` 
to the size of the markets served at all, to the service of few small markets 
rather than many large. Koontz offers no direct evidence at this-point. 

There is, at any rate, still further room-for questicn of his hypothesis: “The 
importance of having the high traffic density pairs of cities on a carrier’s routes 
cannot be overestimated. Heavy travel brings favorable load factors, particu- 
larly where aircraft can be scheduled nonstop between the high traffic generat- 
ing pairs of cities.”*° The exceptiors to this proposition, as he indicates;?* are 
TWA, National, and Western, which carriers served the so- -called productive 
markets but did not get their “prorated share” as calculated in Table VI.” 
That failure to get the “prorated share” is ascribed to equipment shortages, 
or in other words, a shortage on the supply side. If failure to get the “prorated 
share” of the market were due to such supply shortages, we would expect to 
find such supply as was available tc be fully utilized. However, his Table gy 
shows the following load factors: 


REVENUE Loan FACTOR. Domestic TRUNK ÀIR Lwes 




















(per cent) 
1949 | ' 7o 4950 
"Total | Passenger - . Total Passenger 
Trunk line average 53.4 59.2 57.2 621.7 2 
Trans World 58.4 60.9 61.0 | 65.4 
National 37.5 44.9 47.2 53.6 
Western 49.5 50.6 36.7 


51.2 





Thus, while TWA is above the industry average, National and Western are 
below: It is hard to believe that it is a shortage on the supply side that causes ~ 
Western and National, at least, to sell a below average share of their available 


? Review, p. 114. : À T 

14 Review, pp. 118-19. See ako, Journal, p. 145. : 

^V Review, p. 121. Northeast was also an exception. E 

15 Review, p. 119; Journal, Table 8, p. 146. 

? Review, p. 121; Journal, pp. 150-51. - 

? Review, p. 116; Journal, Table 4, p. 135, shows total Icad factors for 1949 only. 
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output, and the reader might almost suspect that Koontz has confused demand 
and supply. 

Since there seem to be certain deficiencies in the reasoning which underlies 
his diagnosis of the ills of the industry, it may be unnecessary to discuss here 
the merits of his policy recommendations. We might point out that it is his 
position that those carriers which are in difficulties are in that position because 
of the nature of the market they face; that is, the problem is one of demand. . 
Will those problems be alleviated by the proposal to change the structure of 
the industry, that is, to make changes in the supply pattern? 

‘It is, of course, always possible that a helpful prescription may nevertheless 
follow’ ‘from a faulty diagnosis, and the merger program which Koontz advo- 
cates‘should receive and has received, considerable attention. There is a great 
need for both careful analysis and fresh imagination with regard to our air 
' transport policy. 

Joun P. CanrER* 


* The author is associate professor of business administration, University of California. 


Air Line Self-Sufficiency: Rejoinder 


I welcome this opportunity to reply to Mr. Carter's interesting comments 
on my articles concerning the problem of financial self- sufficiency of the do- 
mestic trunk air lines.* It is gratifying to have these papers arouse such inter- 
est, although I wish that I might have found in my colleague's analysis more 
which would, in my judgment, contribute to the solution of the complex publie 
policy questions involved in air line subsidies. . 

Except for Carter’s point with regard to matching the size of the aircraft to 
the traffic availaple (an impracticable half-truth as will be pointed out), none 
of the comments he makes aífects the validity of any of the conclusions 

"reached in my article, Nor does he so claim in any of his detailed criticisms. 
Nevertheless, I should like to take the liberty of dealing briefly with certain 
of Carter's comments in the interest of Sleriyink aspects of my analysis which 
he apparently has misunderstood. 

In the first place, Carter questions my use-of the passenger return as a basis 
for measuring the extent of excessive mail pay and comes to the unchallenged 
conclusion that the actual extent of subsidy is indeterminate. It is exactly 
because this is true, as Ernst and Ernst found out after a long and expensive . 
study,” that I chose not to devote my article to the futile task of exactly de- 
termining the amount of subsidy. As was clearly set forth in my paper, this - 
assumption was made-as “a working hypothesis" and “without presuming to 
decide what a service mail rate (7.e., one free of an element of subsidy) should 
be. 3 

As I further made clear in using this Sadun oi: I was employing what 


* Although Mr. Carter makés references to another article written by me, his argu- 
ment appears to be based on the paper in the Review: 


? My assumption was made prior to the completion of the study of Ernst and Ernst. 
* Review, p . 108. 


H 
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might be regarded as a maximum service rate for purposes of clearing away 
some of the camouflage of excessive mail pay. Carter does not argue that this 
assumption vitiates the general validity of the net incomes resulting or the 
conclusions I drew. On the contrary, if there is more of a subsidy element than 
results from this assumption, my thesis is strengthened. 

He questions my reference to 1949 as being a more normal year for the air 
lines than 1950. I fail to see how anyone familiar with tke extraordinary 
traffic demands generated by the defense activities, which were expanded when 
the Korean conflict broke out in June 1950, can believe that 1950 would be 
more normal than 1949. Certainly no one in the air line business has had 
illusions on this point. However, using 1949 as a more normal year than 1950 
for the air lines does not imply that air line traffic had reached its peak volume 
in that year. The point is rather that the sudden increase in demand for air 
travel, particularly over certain high traffic density segments, pushed load 
factors above that level which experience and service requirements have 
proved to be normal. 

Carter prefers to use the revenue ton mile, rather than the available ton 
mile, as the statistical base against which to measure and cornpare operating 
costs of the various carriers, although he does not show that the use of this 
base would affect my conclusions. There is no unanimity among air line 
economists on this point, although most economists and statisticians in the 
industry feel that the available ton mile is the more accurate measure of what 
an air line produces, as a producing unit.* While any air line manager would 
naturally prefer a high volume of revenue ton miles (depending, of course, on 
the revenue per ton mile) to a high volume of available ton miles, the latter 
appears to be a more accurate basis upon which to conipare operating costs 
because it is relatively independent of market factors.’ 

Suppose, for example, that air line A flies a Convair airplane at a direct 
operating expense of 80¢ per plane mile and air line B flies the same airplane 
under similar conditions at a cost of 60¢ per plane mile? Assuming a four-ton 
available load, the direct expense per available ton mile is 20¢ in the case of A 
and 15¢ in the case of B. But suppose that air line A happens to be operating 
in a dense traffic market and sells all its space while air line B operates in a 
more normal market and sells only an average of 60 per cent of its space. In 
this case, the cost per revenue ton mile would be 20g for A and 254 for B. 
From the standpoint of efficiency of operation, rather than from the point of 
view of fortuity of market, would Carter say that air line A is the more efficient 
operator? 

Carter states that the problem of the smaller air lines operating over low 
density routes is not load factor but rather the maragerial and technical one 
of matching size of the productive unit (the plane) to the size of the market. 
If it were not for the inexorable character of facts, Carter's point would be 
persuasive. No manufacturer of airplanes has yet been able to produce an air- 


* For example, cost comparisons computed for industry use by the Air Transport Associa- 
tion employ the plane mile and the available ton mile as statistical basés of measurement. 
Most managements likewise use these bases for this purpose. 

"In -preferring the revenue ton mile basis, could Carter be confusing demand and 
supply factors? 
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plane which could conveniently expand and contract in size—and with a pro- 
portionate flexibility of operating expenses—to accommodate variations in 
passenger and cargo load between points on a flight, or times of a day, days 
of a week, or weeks of a year. One cannot deny that, if an airplane could be 
built which would carry few passengers as cheaply per passenger mile as those 
which carry many, much of the economic problem in air line operation would 
disappear. Ideally, the kind of flexibility envisioned by Carter would be gained 
by having single passenger airplanes which would operate as efficiently, as fast, 
and as safely as airplanes built for 40 or 50 passengers. Unfortunately for the. 
air line industry, this is an impossible technical problem, largely because of : 
certain basic facts of airplane design and air line operation. 

While no manufacturer has tried to obtain the ultimate in flexibility—the 
efficient single passenger air line transport—in recent years practically every 
manufacturer has considered seriously airplanes of 15-20 passenger capacity, 
and several have spent millions of dollars on such development, only to find 
that these are economically impracticable for operation at the level of com- 
petitive rates existing in this country.* Because of certain minimum standards 
of safety, performance, and comfort, the minimum economic size of a transport 
airplane is sharply limited. A plane must have at least two engines, must have 
minimum characteristics of stability, and other minimums with respect to such 
equipment as radio, hydraulic and pressurization devices, and electrical sys- 
tems. Thus, to build a 20-passenger airplane would cost approximately three- 
quarters as much as a 40-passenger airplane.’ Moreover, there are certain 
operating costs beyond those related to the cost of the airplane (such as 
depreciation and maintenance) which tend to place a floor under economic 
size. Crew salaries and expenses are an important element of operating ex- 
penses and the requirements for passenger transport operation are a minimum 
of pilot, copi'ot, and cabin attendant. Thus the small airplane Carter relies 
upon for his matching of the unit with traffic would have practically the same 
crew costs per plane mile as a 40-passenger airplane. 

Carter's point that a simple test of managerial ability would be its response 
to changes in volume of traffic has a certain degree of validity and is one well 
worth studying.? He shows, as between Eastern, United, and TWA, that East- 
ern had the best record on this score and TWA the worst. I have come to 
similar conclusions. But does his measure show the reason why Eastern was 
profitable and the twelve smallest carriers had far less profitable records? His 
observation, albeit interesting, has no particular bearing on the problem to 
which my paper was addressed. f 


Some of the interesting failures in this class of airplane, all built since World War TI, 
are the Lockheed “Saturn,” the Beech 34, the Boeing 417, and the Northrop “Pioneer.” 
Those interested in Cartels point would do well to study the economic and technical 
problems of these ventures. Even the successful Douglas DC-3 would never be built at 
today’s manufacturing costs, its low plane-mile costs (which still are not low enough 
to give very favorable seat-mile costs) being due largely to the low capital cost involved. 

"It is estimated that a 21-passenger DC-3, designed to present standards of safety and 
performance, would cost approximately $400,000 to, build now compared to the selling 
price of a 40-44-passenger Convair liner of $540,000. 

3 As is noted below, because of competitive problems and service difficulties this however 
may not be as easy in practice as Carter implies. ' 


z 


376 THE AMERICAN ECONOMIC REVIEW 


Carter distorts some observations made as to variations in the effectiveness 
of management when he questicns the consistency of my references to the 
“high volume of frequently scheduled service” of Eastern and American and 
my references to the generally small differences in the costs per available ton 
mile among the nine largest carriers. These being facts and not judgments, his 
comment is curious. As I stated în my paper,” there is some real question as 
to whether these cost differences should be as small as they are, except, of 
course, in the case of Eastern whose fairly low cost record 1 repeatedly men- 
tioned. 

Carter appears unclear about some of the economic characteristics of air 
line operation.!? He finds the relationship of high volume of frequently sched- 
uled service to revenue generation puzzling. He questions how the quality and 
volume of service offered (the "supply side") can affect the size oi the market 
captured and how a carrier can be thwarted in obtaining its share because of 
equipment shortages. He feels that there can be no shortage of equipment if a 
carrier's load factor lags markedly behind the industry average and voices the 
suspicion that I may have confused demand and supply. 

If the air line market were perfectly competitive, Carter's suspicion might 
be justified. But this is not the case, for it is obvious that air line competition 
is imperfect. Surely he has not forgotten that, under imperfect competition, 
the demand curve facing the individual firm can be shifted by the promotional 
action of the firm itself. It is one of the simplest facts of transportation that, 
where two or more carriers serve a market, the carrier offering superior volume 
and frequency of service has a marked advantage which is normally greater 
than the service difference.** Naturally an air line has difficulty in offering 


? Note page 114 where I say, “It is difficult to conceive that most of the economies of 
size have been utilized when air lines reach the size of the small or medium small air 
lines listed in Tables I and II. It is certainly open to question that there should be so 
little difference in costs per available ton mile between air:lines thé size of Braniff or 
Western and those the size of American or United, which are seven to fourteen times as 
large. One gets the impression that . . . cost control is the more effective the more the 
need for it." 


?] cannot comprehend his implication that I have argued that “most lines are profit- 
able because of high load factors and Eastern is profitable because of low load factors.” As’ 
pointed out throughout my study, Eastern is in some respects àn exceptional case. In 
any event, Carter would surely not argue that, had Eastern's load factors been higher, 
its profits would have been less. Nor does he challenge the essential point made that the 
weaker carriers would have earned a profit, after adjustment for mail pay, had they , 
been able to attract trafic adequate to bring about the load factors enjoyed by American? 

? This is a familiar phenomenon in transportation and many instances could be cited to 
illustrate it if space permitted. While it has certain advantages other than frequency, the 
far greater frequency of service offered by the Pennsylvania Railroad than by the Balti- 
more and Ohio between New York and Washington has been a major factor in the higher 
average passenger loads of the Pennsylvania between these points. During 1949, National 
Airlines offered few through flights between New York and Miami, while Eastern offered 
many; naturaly the travelling public utilized Eastern more than proportionately to the 
difference in schedule frequency. While there are service features other than fréquency 
which attract passengers, frequency, as every air line sales manager knows, is one of the 
most important sales weapons. And mary a railroad or air line passenger operator who 
sought to curtail expenses by reducing frequency has found to his sorrow that he suffered 
a greater than proportionate loss in traffic. ; 
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‘adequate service in a given market if it does not have the equipment to fly 
the necessary schedules.” l 

In thé air line business, as in other similarly regulated industries, a manage-. 
ment may not freely choose its market. Unlike businesses whose entry is 
relatively unrestricted by government, an air line cannot decide that, since the 
market facing it is thin, it will exploit a richer and more dense traffic area. It 

is free, of course, to apply to the Civil Aeronautics Board for admission to 
' these markets and the Board's docket has been crowded throughout its history 
with applications of this kind. Even though the Board has granted a small 
percentage of these many applications for new routes and route modifications, 
its administration of a government policy of controlled competition has sharply 
‘limited the ability of the weaker carriers to enter many of the rich traffic 
markets of the larger and stronger carriers. If it were not for the restraining 
hand of government, these weaker carriers would take a page from the book 
of the noncertificated coach lines and attempt to enter the more profitable 
traffic markets. 

If the weaker air lines are doomed to a subsidy existence because they can- 
not reach the heavy traffic-generating segments of thé American economy, and 
thereby receive enough profitable traffic to offset lasses on the thin traffic seg- 

ments, the solution is obviously to open better markets to them. This can be 
done through abandonment of the present regulatory policy of controlling 
entry, or through remaking the route pattern and reallocating fewer routes on 
a more balanced basis, or through a wise program of combination. The last 
has seemed to me to be the most prudent course for public policy. 

. Hanorp D. Koontz* 


?'The concept and significance of load factor appears to have eluded Carter. The pro- 
ductive unit not being a perfectly divisible one, changes to meet shifts in demand between 
stations and between times of day and year cannot be made to the degree necessary to 
sell all available ton miles, or seat miles, unless, of course, a “backlog” of passengérs and 
cargo continually exist (a “situation which is approached on some high density traffic seg- 
ments.) Management is often sharply limited. in its ability to curtail service in order to 
improve loads. A low load factor is often an indication of inadequate service, rather than 
of too much service. 

*The author is professor of business policy and transportation in the School of Busi- 
ness Administration, University of California, Los Angeles. 


Underemployment Equilibrium Rates of Growth: Comment: 
- l 


In his recert article, Professor Eisner has endeavored to extend the work 
of Professor Domar by examining the nature o? underemployment growth 
equilibria, as opposed to Domar’s full employment equilibrium.? Despite his 
rather confident assertion that “would-be objectors.to the theoretical concept 


* Robert Eisner, "Underemployment Equilibrium Rates of Growth,” Am. Econ. Rev. 
(March 1952), XLII, 43-58. * 
. *Cf. E. D. Domar, “Capital Expansion; Rate of Growth arid Employment,” Econo- 
metrica (April 1946) XIV, 137-47; idem, "Expansion and Employment," Am. Econ Rev. 
(March 1947), XXXVII, 34-55; aud idem, “The Problem of Capital Accumulation,” ibid., 
(Dec. 1948), XXXVI, 777-94. 
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of underemployment equilibrium rates of growth ... may. ; . find little 
tangible to attack,"? a good deal, if not most, of Eisner's analysis seems 
subject to dispute. The points at issue are a series of misleading and question- 
able assumptions, some formal, others substantive, which cast considerable 
doubt on the validity of his conck1sions. For convenience, we make the follow- 
ing comments under subheadings which refer to th» appropriate equations and 
figures i in Professor Eisner’s article. 

1, Equation (17) and Figure (1): 

. dP Y T 
— = qg-— i 
= P l (17) 
where P stands for productive capacity, « is a cons:ant average (and therefore 
marginal) propensity to save; and c represents "the ratio of the change in 
productive capacity . . . to the change in capital stock,"* which henceforth we 
shall refer to as the “productivity -atio." 

Our first comment, which bears upon Domar's analysis also, concerns the 
reference to ac as a full employment growth rate. This would be true only in 
the event that the growth in the labor supply is the same as the growth in 
capital stock. If the former is greater than the latter, it is clear that «s will 
simply be a full capacity rate of growth only.’ If the latter is greater than the 
former, as suggested by Domar, it is also inconceivable that a growth of real 
income equal to ac would provide full employmen-. For full capacity growth 
is clearly a necessary, if insufficient, condition o? full employment growth. 
Nor can this problem be defined away (as Domar has tried t» do) by having 
c take account of additions to idle capital. Idle capital, unplanned, cannot 
accumulate indefinitely without severe repercussions on the rate of invest- 
ment and employment. This point arises again ir: connecticn with Eisner's 
0, so we shall defer further discussion of it for the moment. 

More important, from the point of view of the prssent discussion, the Eisner 
analysis of underemployment growth equilibria, as shown in equation (17) 
. and in each of his later, more complicated, cases, tieats as constants variables 
which are actually functionally related to (even) long-run levels of income 
and employment. Specifically, the savings and investment coefficients, « and v, 
are originally defined with reference to full employment. Eisner then proceeds 
to establish underemployment grcwth equilibria, es exemplified by equation 
(17), in which it is implicitly assumed that the full employment values of a 
and c will obtain in the presence of underemployment. However, it is clear 


* Eisner, op. cit., p. 48. 

t Ibid., p. 44, Symbolically, o = AY/AK, AY being the change in (potential) real 
income or output and AK, the change in capital stock er (algebraic) net investment. 
Written in this fashion, c is seen to be the reciprocal of the accelerator, AK/AY, if the 
latter is represented sexs lags. We shall have occasion to make use of these relationships 
in the discussion ahead. i 

*'This distinction between full capacity and full employment growth and some implica- 
tions have been discussed in my article; “Full Capacity vs. Full Employment Growth,” 
Quart. Jour. Econ. (Aug. 1952), LXVI, 444-49. 

* Domar, "Expansion and Employment," pp. 44-45. 
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that a, for instance, will tend to fall below its full employment values during 
periods of chronic underemployment. With the emergence of steady unem- 
ployment and excess capacity, with depressions drawn out and prosperities 
abortive (this is the significance for cyclical behavior of long-run underem- 
ployment), profits on the average will tend to be low; certainly they will tend 
to be much lower as a percentage of income during such periods than they 
would be in conditions of full employment. Dividends as well as speculative 
incomes will probably undergo severe contraction. Entrepreneurial and rentier 
incomes in general may be expected to decline as a fraction of income. These 
tendencies all point to a redistribution of i income in favor of high (marginal) 
spending groups. 

At the same time, c, the productivity ratio, may tend to be higher during 
periods of underemployment growth than it would be during full capacity 
growth. In the presence of widespread unemployment, additional labor can 
be readily obtained to “work” the incremental capital. The ease with which 
other resources may be mobilized during chronic underemployment implies 
that the potential output associated with (net) investment will tend to be 
larger than it would be when the economy is confronted with full employment 
bottlenecks. 

Tt is evident that an analysis of the forces which determine whether the 
economy will progress at full employment or suffer some sort of stagnation 
must take cognizance of.the correlations between « and c and the level of 
income and employment. The failure of Eisner to do this leaves his analysis . 
of underemployment equilibrium seriously incomplete.” 

But let us suppose that the values of « and c under conditions of chronic. 
underemployment could be established. Even then the validity of equation. 
(17) is questionable. Eisner suggests that in underemployment equilibrium 
“the accumulatien of capital . . ., because of its relation to the rate of growth, 
involves the creation of a constant proportion of excess capacity. . . .”* This 
statement is implicit*in (17). It suggests that the increment in capital cor- 

responding to a given increase in income must allow not only for the latter, 

but also for the maintenance of the constant proportion of excess capacity. 
But this leads to the implausible conclusion that the absolute amount of 
excess capacity will be permitted to get larger as national income rises, 
despite the absence of any foreseeable use of the excess capacity. 

This last phrase is italicized because a certain amount of excess capacity is 
often maintained as a means of méeting peak demands in industries con- 
fronted with fluctuating demands, Also, in many of the basic industries and 
public utilities, where economies of scale are common, a certain amount of 


* Contrary to Eisner’s view (p. 50), the criticisms made of his diagrammatic equilibrium 
. analysis need not necessarily apply to the Keynesian “ ‘saving-investment’ curves of the 
current textbooks. . . ." For these curves may be appropriately drawn to show, for 
‘example, a declining marginal propensity to save and marginal propensity to invest as 
actual income falls below full efnployment levels and vice versa. And, of course, Keynesian 
analysis, being short run in character, ignores the o or capacity-creating effects of invest- 
ment. ‘ 
$ Eisner. op. cit., p. 49. : 
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overcapacity may be maintained in anticipation of future growth in demand.? 
Such overcapacity as this is, by definition, plannec.!? As such it differs funda- 
mentally from the kind of overcapacity considered by Eisner. The latter kind, 
being the product of insufficient growth, of demand deficiency, is inherently 
unplanned.** Hence there is no reason why it shcu!d be maintained. Actually, 
it should have the effect of reducing the rate cf (acceleration-induced) in- 
vestment, thereby accentuating the underemplovnent tendencies.!? 

Under the circumstances, it is even difficult to envisage a steady, if under- 
employment, growth rate. A condition of underemployment may be taken as a 
situation in which a great many people are dissatisfied. This certainly is the 
significance of such things as excessive inventories idle plant and equipment, 
and involuntary unemployment of labor. Dissatisfied people may be expected 
to take action, action which may at first speed up the movement away fram 
full employment, but which eventually will lead tc reversal of the movement. 
We are thus back in the field of business cycle analysis. Steady growth rates 
involving underemployment, as are typified by equation (17), appear vay 
inconsistent with the essential conditions of underer1ployment. 

2. Equations (19),.(19a), (21), and Figure 2. Professor Eisner seems to 
have sensed something of the problems raised by tae use of “excess-capacity” 
term, 0. He has inserted a term into his investmeat equation (19a) to allow 
for the depressive effects of excess capacity. However, the form of equations 
(19) and (19a), and therefore implicitly (21), :s open to question, both on 
the ground of economic content and on that of consistency. Reproducing 
these equations, we have 


pep 7 no aga — (29) 
I = aY — BP (19a) 
$ (--(«i-5. QD: 


We may first concentrate on (192), the investrrent equation. It is not the 
growth in productive capacity (P) per se which depresses investment, but 


. °Cf. H. B. Chenery, “Overcapacity and the Acceleration Principle,” Econometrica (Jan. 
1952), XX, 1-11. 
?In fact, if Y/P is used to denote this kind of excess capacity, equation (17) may be 
utilized to show full capacity growth whicli gives explicit recognition to it. 


2 To the extent that unplanned excess capacity: can be used to méet planned require- 
ments, its deflationary impact might be mitigated. Postilating this development as a 
generalization, however, would be tantamount to reducirg the. „entire underemployment 
equilibrium analysis to a tautology. . 

13 7f it be argued that the kind of “excess capacity” conceived by Eisner in his’@ is the ` 
planned kind discussed in the text, then we would reply chat violence is being done to the 
usual meaning accorded. the term "excess capacity." In o-dinary usage, the latter refers 
to capacity which is not desired, for which there is no use, which results only from the 
absence of better foresight, and most important, which is inconsistent with equilibrium. 
Additions to capacity made for reasons mentioned above aze not excess capacity, and they 
are useless in explaining chronic underemployment. As on& reader has well put it, the use 
of O to represent these planned increments in capital amounts to "slipping in O as a 
verbal disguise for a reduction in c, but it does not represent any sort of illumination of 
the underemployment problem.” 
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rather the growth of capital or capacity relative to aggregate output, i.e, 
excess capacity, which does so. Use of the term P in (19a) probably stems 
from writings which claim a negative partial correlation between capital stock 
(or productive capacity) and investment. This view, however, overlooks the 
reason for this relationship, namely, the lag in the growth of income behind 
capital (the basic problem of the Harrod-Domar analyses), as a result of 
which excess capacity develops.?? 

Moreover,.(19a) gives the impression that it represents an (admittedly 
simplified) investment function. Clearly, it is not. The attempt to make 
equations (193 and (19a) identical stems from the earlier Domar analysis in 
which the long-run saving-investment function «Y is utilized. This function 
derives its plausibility. from the Kuznets secular data showing (net) capital 
formation to have been a constant proportion of national income over long 
periods.** But the designation of capital formation as some fraction of income, 
«Y, certainly does not,mean that «Y represents the “true” saving or, particu- 
larly, investment functions? Any suggestion as a general proposition that at 
equilibrium the equality of planned saving and invéstment and/or planned 
and realized investment implies that these variables are functions of the same 
determinants is patently incorrect. Nevertheless, this is what is misleadingly 
implied by the elaborated short-run saving and investment equations repre- 
sented by (19) and (19a). These equations notwithstanding, it is a simple 

“matter to show that the equality of the quantities just mentioned implied by 
steady growth is attainable with saving and investment functions having 
nothing to do with each other.!5 

If it be argued that the equality of saving and joven assumed at the 


? Nowhere is this oversight more important than in those discussions in which the 
marginal efficiency of capital is.described as falling as the volume of investment increases. 
Such discussions, af course, take the level of income as a parameter. Should income increase 
in proportion ta investment, however, it is clear that the resulting shifts~in the entire 
marginal efficiency fuüction would keep the rate of return unchanged as the volume of 
investment increases. Cf. my article, “The Accelerator in Income Analysis,” Quart. Jour. 
Econ. (Nov. 1952), LXVI, 592-96. 


“Cy. S, Kuznets, National Product since 1869 (New York, 1946), p. 118. Actually, the 
fraction of real income thus saved displays a secular tendericy to fall, a point ignored by 
many writers on saving and income. 

" As will be shown below (p. 383), «Y may be used to denote a long-run saving 
function. 

?' A simple first order difference equation may be employed in demonstration of this 
fact. Assume the income model 





Y. = (1-0) Ve + (Y. — Yeu) (a) 
"where hi is the annual accelerator. This equation has as its solution 
(A) 
Y, = Yo (b) 
: À-a 
where Yo is the initial income and must be given. If we assume that A = 2.5 and a= 1, 


i/h-o has a value of .04. This means that.if income grows initially in equation (a) at the 
compound rate of 4 per cent a year, this steady growth will be maintained. At the same 
time, saving and investment will be equal, even though the former is a function of the 
income level and the latter of the change in income. 
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outset of the discussion makes it permissible to identify the investment func- 
tion with the saving function, then it may be assertéd with equal force that 
the \two functions should take the form of the investment function. Thus 
equation (19a) acd be rewritten in some form P as 


I= MY — s> (19b) 


The first term on the right hand side of (19b) LR acceleration-induced 
investment, À denoting the accelerator. P/Y is the ratio of productive capacity 
to income (output); it replaces the misleading “P” term of (19a). Equation 
(19b) has the advantage of according completelv with the Harrod-Domar 
'models, which are based on the accelerator." In the event that (19b) were 
adopted, Eisner's equations (16) and (21) woud have to be modified thus 
(remembering that A is the reciprocal of c) : 





I | . 
dP => = AY -Ér (16a) 
dP Is: AY — (sP/Y 
P P P 
AY £c 
=— —— (21a) 
P Y : 


While (19b) may not be the only alternative to (19a), it does seem more 
realistic as an investment equation. 


™ That this is so may be shown as follaws: 


Write I= 2AY (2) 
I * 
From the formula for the multiplier, AY = AT/a, it follows that 
AI I 
esis (e) 
; a À 
or AI a To 
<= G) 
2 I X 


So long as the average and marginal propensities to save are equal, it may be shown that 
AI/I = AY/Y ; cf. Eisner, of. cit., p. 45. AY/Y = a/X is the Harrod version of the growth 
formula, But if À is the reciprocal of co, then we may write AY/Y = ao, the Domar 
version of the formula for full capacity growth. Parenthetically, it might be noted that in 
the event of a disparity between the average and marginal propensities to save, the growth 
of investment necessary to achieve the “required” or "wzrranted" growth of income will 
be.a multiple of the latter. Thus if s is zhe average propensity to save and a the marginal 
propensity, we may write AI/I— a/s (AY/Y). Since, if anything, a>s, e/s>1. This 
proposition may be proved by making the proper adjustments in Eisners equation (5), 
loc. cit. 

The reader's attention is also drawr. tc the use mace ‘of the reciprocal of Eisner’s 
“employment ratio’ Y/P. In this way, the second term in (19b) will get larger and 
investment smaller as the ratio of productive capacity to income (ie. excess capacity) 
increases, This is in accord with: Eisner’s objectives. 
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Turning now to equation (19), the saving equation, two brief comments 
upon it are pertinent. In the first place, making saving (or consumption) a 
function of productive capacity as such seems untenable; there is no way in 
which saving can be related to potential output, which is what P symbolizes. 
Nor would a term such as QP provide an answer to the "difficulties encountered 
in attempts to derive a long-run saving function from time series data."!? There 
would still remain the problem of explaining why saving rises in a constant 
proportion to P. Such explanations as the Duesenberry “Veblen effects” 
and/or the Kuznets-Smithies effects of the population growth, urbanization, 
and new products are still needed. 

Secondly, there seems to be a redundancy in Eisner's reasoning in connec- 
tion with equation (19). This equation ostensibly drops the assumption that 
saving is a constant proportion of income, «Y. Further, the constant in the 
typical short-run saving function is replaced by the trend term P. This trend 
term gives formal expression to “the hypothesis that there is no long-run change 
in the proportion of income sàved."?? If this is true, it would appear that we 
are back where we started. This is the same as saying that in the long run, 
saving rises along a linear saving function which passes through the origin, 
implying that the ratio of its coordinates and its slope, .e., average and mar- 
ginal propensities to save, are the same. This is precisely what the saving co- 
efficient, «, initially implied, for a, in the term: aY, is a long-run constant 
average (and therefore marginal) propensity to save. «Y is merely a short- 
cut representation of a more elaborate short-run saving function which con- 
tains a trend term describing the familiar secular downward drift of this func- 
tion.2 The upshot of this is that, fundamentally, equations (19) through 
(21), as Eisner has presented them, do not appear to constitute a net advance 
beyond equations (16)-(17) if a is correctly interpreted. 


8 However, it night be possible to relate saving indirectly to a (negative) term such 
as P/Y. Thus if a value for this ratio much greater than unity were to be used to denote 
chronic unemployment, the depressive eífects on the savings coefficient of chronic unem- 
ployment discussed earlier might be interpolated into a saving function containing the 
term P/Y. Eisner has done just this in his equation (22), though using the reciprocal of 
P/Y and hence making it a positive term. 

? Eisner, cp. cit. p. 53. 

? Loc. cit., footnote 9. 


^ A graphical illustration of this secular drift of the short-run saving function along 

a long-run function through the origin is to be found in J. S. Duesenberry, Income, Saving 
anl the Theory of Consumer Behavior (Cambridge, Mass., 19049), p. 114. See also P. A. 
Samuelson, "Full Employment after the War," in S. E. Harris, ed., Postwar Economic 
Problems (New York 1943), p. 35. Though both actually deal with the consumption 
function, the appropriate adjustments are easily made. 

. "The only way of obtaining a saving function containing a constant marginal, but 
variable average, propensity to save is with a linear function which intercepts the S axis 
below the origin; such a function is indicated by Eisner's equation (18). Proceeding within 
Eisner's own framework, it will be seen that if (18) is also used to denote the investment 
equation and is subjected to*the same kind of differentiation process as that indicated in 
Eisner's equations (16) through (17) (p. 51), the results will be identical with those of 
Eisner's first model (p. 51), because of the disappearance of the constants in the course of 
differentiation, Thus a model based on the stated objectives of Eisner's second model 
(equations (18)-(21)) yields no different results from those of his initial model. 
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Most of the comments made in connection with equations (19)-(21) apply 
equally to Eisner’s equations (22) and (22a). Hence we shal! not undertake 
a detailed analysis of the latter. However, his insertion of a term (Y/P) into 
(22) to show the effects of stagnation on the long-run saving function is a 
point of interest to income analysts and stagnation theorists alike. 

Í D. Hamperc* 








In connection with this point, the reader’s attention is drawn to the difference in 
reasoning between Mr. Wagner and myself, despite the fact that we have both concluded 
that the GP term in Eisner's equation (19) vitiates his assertion that he has dropped the 
assumption of-equality between the average and margina! propensity to consume. As a 
matter of fact, I find myself in agreement with Eisner's repl:7 to Wagner, viz., that equation 
(7) specifies an equilibrium condition, while (19) specifies a saving schedule or function; 
hence though P be a function of Y in 7), this certainly is not true in (19). Nevertheless, 
on the grounds I have argued, (19) does implicitly make the average and marginal values 
of the saving function equal. (Note the similarity between Eisner's reply to Wagner and 
my objection to Eisner's making savings and investment functions ‘of the same things : as a 
result of the equality of savings and investment in equilibrium.) 


* The author is assistant professor of economics at the University of Maryland. 


Underemployment Equilibrium Rates of Growth: Further Comment 


Mr. Eisner, in his article in the March 1952 issue of the Review,' discusses 
three cases of the determination of equilibrium rates of growth. The first case 
assumes that the average propensity to save (APS) equals the marginal pro- 
pensity to save (MPS). An equilibrium rate of growth implies an equilibrium 
“ratio of income to productive capacity (or ‘employment ratio’)” (p. 52). 
However, using this conception of equilibrium, Eisner is not entirely cor- 
rect in stating, when he takes up his second and third cases: . we drop the 
assumption that investment is a constant proportion of income e but we retain 
a constant marginal propensity to save." As we shal: see, APS = MPS in all 
three cases when either equilibrium? or any ‘given employment ratio Y/P 
exists. 

His equation (18) is the traditional savings function: 

S — «Y — b. 
'Since b is a constant, obviously george But Eisner modifies (18) by 
substituting GP for b. 

"However, i in equilibrium? P is net a constant; rather it is a function of Y,* 

as stated in equation (7) in the article: 


* Robert Eisner, "Underemployment Equilibrium Rates of Growth," 4m. Econ. Rev. 
(March 1952), XLII, 43-58. 
? Kefer to equations (7), (7a), and (8), ibid., p. 46. 
*If one considers the employment ratio as given O = V/P, the subsequent analysis 
follows analogously when O is substituted for 6. 
* Note that Eisner is perfectly correct in stating that APS is not a constant proportion 
of income if both Y and P are considered independent varifibles of the savings functions 
- (equetions 19 and 22). But.in a position of equilibrium as defined in the article, Y and P 
are not functionally independent; in Eisner's words, *. . . if we start from a position of 
equilibrium such that Y, = ƏPo, maintenance- of equilibrium requires that AY = GAP" 
(p. 46). - ` 
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Y= 6P [O < 0 < 1, the equality holding in full employment]. 
Hence equations (19) and (22) should be rewritten: 


S = Y (a — 6/6) (19*) 
_ S= Y (a0 — 8/0) (22*) 
From these equations one can simply prove that APS = MPS:* 
. ^ dS 
MPS = — = a — 8/0 (19** ) 
dY 
S 
APS=—— —a—B/0  — (199) 
Y 
MPS = o6 — 8/6 (22** ) 
APS = a6 — 6/6 (2299) 


Since MPS is assumed to be a constant, then a, 8, and 6 are constants; 
hence we conclude that APS is also a constant. 

As a consequence of the equality of the marginal and average propensities 
to save, Mr. Eisner's algebraic manipulations for deriving equations (21) and 
(23) can be simplified. One need only substitute the above values of MPS (or 
the equivalent APS) for a in equation (17) of the first case. The substitution 
is justified since the first case assumes APS — MPS, and this note has shown 

.that the same equality exists in the second and third cases when either 
equilibrium prevails or an employment ratio is specified. 
E Harvey M. WAGNER* 


5 As a result of the equality, Mr. Eisner’s use of a may be confusing. In his first case, 
u = MPS = APS. If Y and.P varied independently, then œ = MPS in the second and 
third cases also. But in an equilibrium context, a is merely a parametric constant 
MPS =z APS. (See footnote 4.) 


` * The author is a student at Stanford University. - 


Rejoinder 


I welcome this opportunity to attempt to clear up what seem to me to be 
certain grievous misunderstandings of the arguments set forth in my “Under- 
employment . . ." article. These misunderstandings relate, I fear, not merely 
to my own work but to our general theories of growth of income and determi- 
nation of the level of income at a given time. 

Reply to Wagner. Wagner's departure from my analysis stems from his 
statement that “in equilibrium, P is zot a constant; rather it is a function of 
Y." My equation (7), that Y — OP, is merely a formal description of - 
“equilibrium” as I have defined it. It is most assuredly zot a statement of how 
P may be expected to vary in relation to Y- (or vice versa). The crux of the 
whole problem of economic growth as discussed by Domar and Harrod, as I 
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hoped I had suggested in my owa brief comparison of their models, is that 
there is no reason to be confident that this “equilibrium,” either of Domar's 
full employment variety or of the underemployment varieties constructed by 
Harrod and myself, would be maintained. Harroc, indeed, goes to great pains 
to indicate that growth equilibria zre essentially unstable, and in so doing, lays 
the groundwork for the Hicksiai model of th» trade cycle. An essential 
purpose of my article was to clarify the implications of a hypothetical mainte- 
nance of a constant rate of growth. I was most certainly not indicating that 
our economic system is characterized by any such constant rate. 

Hence it is quite at variance w th my analysis to assume that such a con- 
stant rate exists and then to rewri:e our traditional economic functions on thé 
basis of that assumption. Specificzlly, we are accustomed to stating that sav- 
ing is a function of income. Occasionally we choose to acd certain other 
variables, as I have done, and say that saving varies in some relation to 
changes in these other variables. However, it is certainly foreign to the 
notion of a saving function to relate the variation of saving to changes in 
income under the rigid assumpticn that income remains a constant propcr- 
tion of productive capacity. This of course, cat be done, and I shall point ' 
in a moment to some value that may come from such a relation. But, I be- 
lieve, to refer to such a relation as a saving function, or to refer to the deriva- 
tive of saving with respect to income, obtained rom such a function, as the 

“marginal propensity to save,” as m Wagner, is to do violence to our tools 
of analysis. 

The point to which Wagner might better have called attention is as follows. 
If c is constant, that is, if the increase in productive capacity accompanying 
units of investment remains constant, maintenance of a constant employment 
ratio (income divided by productive capacity) et a fixed rate of growth re- 
quires that saving (investment) remain a fixed proportion of income. How- 
ever, this assuredly does not mean that the marginal propensity to save is 
constant. For, expressing saving as a unique fuaction of income, we would 
have to say that the curve representing this function on the two dimensional 
income-saving chart moves as productive capacity changes. The slope of this 
(moving) income-saving curve at any moment of time is the marginal pro- 
pensity to save and it és constant in my equations (2b), (18), and (19). In 
equation (22) the marginal propensity to save ceases to be constant; ‘partial 


ES 2aY 
,derivation reveals quickly that E. = £l In rone ofthe cases other than 
c 


the most simple one, in which, by assumption, S = aY, does the marginal 
propensity to save equal the ratio of saving to income (Wagner's "average 
propensity to save"). Far from ccnfirming even -he constancy of the propor- 
tion of income saved, my departure from the simplified function (2b), 
. S = aY, should suggest that this constancy is dependent upon the satisfaction 
of the conditions of growth whick I have definec 3s "equilibrium." To allow 
the saving function, or the marginal propensity to save, to be defined by the 
condition of equilibrium which I Lave assumed, would be no more appropriate 
than to define the saving function in the Keynesian model, to which I have 
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tried to make my system analogous, as the (moving) intersection of (mov- 
ing) saving and investment curves. 

Reply to H amberg. The essential part of my answer to Hamberg must be 
to call attention again to my article and to the articles of Domar from which 
my own analysis is an offshoot. For, though objecting to my "misleading 
and questionable assumptions" (as well as those of Domar), Hamberg 
shows evidence of failing to understand the nature of those assumptions. By 
misinterpreting definitions and symbols he devotes much of his comment, 
curiously, to charging me with ignoring just those aspects of the problem to 
Which much of my article was explicitly directed: 

1. In his “first comment" Hamberg claims that «c is “a full employment 
growth rate . . . only in the event that the growth in the labor supply is the 
same as the growth in capital stock." He reveals here an unfortunate con- 
fusion as to the meaning of c. For as Domar has defined it, and as I reminded 
readers in my article, c is the ratio of the change in productive capacity in a 
period of time to the change in capital stock which takes place in that period 
of time; it is the change in capacity which accompanies, not the change in 


AP 
capacity which is caused by a change in capital. Symbolically, ¢ is —— FL not —. 


òP 1 
What Hamberg apparently has in mind is x’ the familiar marginal pro- 
3 


ductivity of capital? As I pointed out in my article, “The wording of this 
deünition [of c], it should be noted, is such that c may well be a function 
. Of other variables than investment. In particular, increases in population 
which involved increases in the supply of.labor would raise the value of c."? 

Thus, if productivity per worker were growing at a 2 per cent rate as a 
result of capita] investment, change in technique, and all other factors, and if 
the labor supply were growing at a 1 per cent rate, the aggregate growth in 
capacity (or the ful] employment rate of growth) would be 3 per cent (more 
exactly, of course, 3.02 per cent). And this, in Domar's terms, would be pre- 
cisely ac. This might have been viewed as a combination of the factors, 
4 = .2 and c = .15. Now, if the rate of growth of the labor supply were to 
increase to, say, 3 per cent, this would in no way destroy the correspondence 
between ac and the capacity rate of growth of income. Rather, the value 
of c would be increased. For the increase in capacity accompanying each 
-unit of investment would now reflect, in addition to the direct results of the 


'On a minor point which I hope the foregoing makes irrelevant, I fail to see why 
Wagner claims that his note enables us to derive my equations (21) and (23) more 
directly. These equations were each “derived” in one step, by simple substitution. 
Wagner's development would seem, in addition to being spurious, to have actually certain 
undesirable qualities of roundaboutness. 

? Curiously, this is exactly the confusion warned against by Domar. See, for example, 
his "Expansion and Employment,” Am, Econ. Rev., March, 1947, XXXVII, 40, where 
he cautions: “o should not be confused with other related concepts such as the traditional 
marginal productivity of capital.” 


* p. 44, fn. 2. 
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investment itself (the marginal productivity of czpital) and the other factors 
increasing productivity per worker, the 3 per cent increase in the labor supply. 
The capacity rate of growth of income would thus be 5 per cent (more exactly, 
5.06 per cent), and assuming that the value of « remained .2, the value of c 
would have been raised from .15 to .25. 

It should be understood that the basic point of the Domar model is. s simply 
that growth in capacity, but not necessarily growth in output, accompanies 
investment. Growth in capacity will be more ií other factors, such as an 
increasing labor supply, operate conjointly with investment to increase 
capacity. In order for full employment to be maintained, actual output must 
grow as fast as capacity, a "capacity" which presumes full utilization of all 
resources including labor. My own departure consists of exploring the conse- 
quences for the level of employment of rates of zrowth other: than the rate 
necessary to maintain full utilization of capacity. 

The possibility of underemplo yment of labor when capital i is fully utilized 
is very likely a real one, but it is a problem of an essentially different nature 
from those tackled with the Domar model. The Domar problem is to raise 
demand at a rate equal to the increase in capacity. Hamberg says, in effect, _ 
that even if. demand does increase at this rate something (structural malad- 
justments in the economy?) will prevent complete utilization of the labor 
supply. Presumably, increases in. aggregate demand would result in price 

‘inflation of investment goods, and for some reason no change in the relative. 
prices of investment goods and of labor would take place to bring about ab- 
sorption.of the increased labor supply. It is possible to explain this.within 
the framework of a model of a stationary economy. It certainly might be true 
that in an economy with a continuously increasing labor supply, frictions and 
lags might prevent complete absorption of any given increment of labor 
before the next increment were thrown into the market. This, however, is all 
quite outside the basic model used by Domar and by me. Hamberg is not 
correct in finding any inconsistency on that account in our tools of analysis,* 

2. Let us consider next Hamberg’s criticisms of me for assuming “implicitly 

. . that the full employment values of « and c wil! obtain in the presence of 
underemployment.” First, I do not see how Hamberg can assert that “it is 
clear that o, for instance, will tend to fall below izs full employment values 
during periods of chronic underemployment." I wonder if he has not con- 
fused a, the marginal propensity to save out.of income, with the proportion 


*I cannot see why Hamberg relates underemployment to zn excess of the rate of growth 
of the labor supply in relation to the rate of growth of cap.tal. There seems no reason to 
assume that this kind of structural unemployment might not: occur if the labor supply 
were growing less rapidly than capital, or even if the labor supply were not growing at all. 
(For example, locational, technological or productwise charges might bring on underem- 
ployment which could not be ascribed to a deficiency of aggregate demand.) 

It should be stated, in fairness to Domar, that he does consider the possibility that it 
will be physically impossible to attain the fuil capacity raze of growth (defined to in- , 
volve full employment) in “The Problem of Capital Accumulation” (especially pp. 782- 
84), which Hamberg cites but to which he does not specifically refer. Domar's concept here 
may well be related to the ceiling to the rate of zrowth which plays such an important part 
in the Hicksian trade cycle. 
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of income saved. His reference to redistribution in periods oi low income sug- 
gests that a lower proportion of income will be saved as unemployment in- 
creases—exactly what my functions (19) and (22) were used to demonstrate.* 
If, in fact, Hamberg has in mind the proportion of income saved, I must reply 
that I certainly have not assumed, implicitly or otherwise, that the full em- 
ployment value of this proportion would “obtain in the presence of under- 
employment." 'The main burden of the latter part of my paper was to show 
how the proportion of income saved may vary with the proportion of under- 
employment and what some of the effects of this variation might be. 

' I have no objection in principle to Hamberg's hypothesis that c may not 
be a constant. My own presentation was intended to offer simple first ap- 
proximations to the relationships under consideration. It would certainly be in 
order to examine the implications for the system of improving on these 
approximations on the basis of further theoretical or empirical considerations. 
It may be well, however, to evaluate carefully Hamberg's particular observa- 
tion that &-may tend to be higher in periods of underemployment than during 
full capacity growth, in the light of Domar's discussion of the difference be- 
tween c and s.” Hamberg's observation may perhaps be more appropriately 
restricted to s, the increase in capacity relating to units of investment taken 
by themselves, abstracting from the possible loss in capacity resulting from 
displacement of existing capital stock which the new units of capital maka 
uneconomical to operate. 

3. In objecting to a concept of growth which “involves the creation of a 
-constant proportion of excess capacity,” Hamberg would appear to be miscon- 
struing a tool of analysis as a statement about reality. I nowhere indicate 
that I believe that any economy can be expected to grow with a constant 
proportion of excess capacity. Indeed, my basic approach, in common with 
that of Harrod, Hicks and Domar, is that the equilibria presented would :n 
fact be most difficult if not impossible to maintain. As emphasized in my 
article, Harrod's "warranted rate of growth," for example, to which my 


$ Indeed, I used considerable space in the original article, much more than it might 
De appropriate to employ for réiteration, to describe "low levels of investment during 
periods of unemployment" (p. 54 and p. 54 n), "dis-saving necessary to care for the wn- 
employed" (p. 55), and “investment as a function of income, productive capacity and zhe 
employment ratio" (Figure 3, p. 56). 

Hamberg’s reference “to a redistribution of income in favor of high (marginal) spending 
groups" in a period of underemployment strikes me as uncertainly grounded empirically, but 
even more doubtful in terms of theoretical relevance to his assertion that the marginal 
propensity to save declines during periods of unemployment. It would seem quite probable 
that “high spending groups" maintain their high spending in tke face of such adversity 
by borrowing and using past savings. This would hardly involve a low marginal propersity 
to save. But more important, individual or family propensities to save out of disposable 
income cannot be directly aggregated to obtain functions for the economy as a whole. The 
increased proportion of income absorbed in unemployment compensation and relief and the 
redistribution of income itself would both bring a sharp drop in saving ás income and em- 
ployment drop—hence a high aggregate marginal propensity to save. 


° Cf. p. 44, fn. 3. 
* American Economic Review (March, 1947), XXXVII, 39-40 and Econometrica (April, 
1946), XIV, 143-45. 
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“equilibrium rate" is kin, is explicitly in unstable equilibrium; the slightést 
departure in either direction would set in motion forces accelerating the move- 
ment from equilibrium.® 

Hamberg observes that “a condition of TR may be taken as 
& situation in which a great many people are dissatisfied," the result of which 
‘may be to “speed up the movement away from ftll employment." While not 
directly relevant to my model, this observation does deserve some comment in 
so far as it is, in effect, an unwarranted rejection cf Harrod's “warranted rate 
of growth." I can see no valid reason for objection to the notion that a certain 
amount of aggregate underemployment is consistent with a situation in which 
some entrepreneurs are disappointed, others are satisfied, and still others 
achieve results which exceed their expectations. If such a situation can exist, 
there seems no a priori reason to reject Harrod's hypothesis that there is sone 
rate of growth which (at a given time?) would induce entrepreneurs to behave 
in such a way that this rate of growth would be continued.!? Hamberg might 
reject -this hypothesis by asserting that there are relevant discontinuities in 
the function relating the aggregate ex post rate of growth and resultant be- 
havior, or by asserting that the only rate of growth which would result in 
such behavior must involve full (or more than full?» employment. In either 
case, such rejection, without substantial supporting evidence and considera- 
tion of the conclusions of analysis by recent writers in the area of growth as 
well as the more traditional Keynesian underemployment presentation, would 
appear rather dogmatic. 

4. Much of Hamberg's criticism of what he refers to as my "investment 
"equation" is based on a terminological confusion. Like Keynes in the General 
Theory and Harrod and Domar, and like the United: States Department of 
Commerce, I define ex post investment as identically equal to ex post saving; 
this equality is not dependent upon anv equilibrium condition. My saving 
functions. relate the amount of saving that would be realized at different 
levels of income and/or the other relevant parameters..The marginal pro- 
pensity to save is hence not what society would like t» save out of an increase 
.in income but what it would actually save (in a sckedule sense) if that in- 
crease were to take place (while other variables remained unchanged). If 
we then divide investment into “desired” and “undesired” components, 
it follows that saving is identically equal :o the sum of “desired investment" 
and “undesired investment.” The “undesired investment" may be most easily 


«3 


* Pp. 48-50. My suggestion of "little tangible to attack" referred specifically to my en- 
dowment of "equilibrium" with no more than an unstable ani largely definitional char- 
acter. Hamberg’s interpretation of this to mean that I “confidently” considered my article 
or any part of it beyond scientific criticism does credit neither to his nor to my epistemo- 
logical awareness. 

? The qualification “at a given time” is, I believe, mine rather than Harrod's. It suggests 
perhaps a more appropriate criticism of the concept of an equilibrium rate of growth: 
granting that such a rate exists, may it vary capriciously frem moment to moment with 
exogenous variables such as expectations, politics oz the state-of the weather? 


See R, F. Harrod, Towards a Dynamic Economics (London, 1248), p. 82. 
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understood if considered to be excess inventory accumulation." It is “desired 
investment" which Hamberg must be talking about when he discusses invest- 
ment functions and ien to “the equality of saving and investment in equi- 
librium.” 

It should hardly be ae to assert, in the year XVII since ihe General 
Theory, that planned or desired investment and actual saving are not “func- 
tions of the same determinants.” I might add that this assertion need not rule 
out the possibility that the level of desired investment does have some effect 
on the proportion of income saved. Thus there is no need to retract the 
thought implicit in footnote 10, p. 54, that the amount which businessmen 
want to invest may actually influence the proportion saved out of a given 
income. For example, this influence is highly significant in the case of corpo- 
raie saving and investing, where the saving and investment may be in effect 
identically equal for the individual saver-investor. We might even (1) ascribe 
some role to the interest- rate in making the proportion of income saved a 
function of desired investment (and hence, indirectly, a function of the exist- 
ing stock of capital and productive capacity). 

Definitions do not, of course, alter substance and we could reach the same 
conclusions as I have (perhaps with more difficulty'?) by using Hamberg's 
definitions. Thus, we might. state that by investment we mean Hamberg’s 
desired investment, the, magnitude of which is determined by the acceleration 
relation. We could argue further that the equality of saving and desired 
investment is the condition for continuance of any given rate of growth. (We 
would here be ignoring the problem of encouraging growth by making saving 
always less than desired investment.) Then, in order to maintain any particu- 
lar rate of growth, the level of:income and the proportion of underemploy- 
nient must be such that the amount saved would equal the amount of desired 
investment. We could thus assert, as does my article, that the proportion of 
underemployment related to any given sustained rate of growth depends 

"upon the functions determining the amount of saving and the productivity of 
saving. Or we. might state, as does my articlé, that once the saving and 
productivity parameters are given, the underemployment ratio is determined 
by the rate of growth. The system may be. summarized briefly as 

` f(a, 8, c, Y, dY, P) = 0; expression in this implicit fashion has the virtue 
of implying nothing about the causal relations of the parameters. The function 
can then be made explicit to bring to the fore whatever parameter we should 
Itke to make dependent or otherwise the focus of attention. 

5. Hamberg's comments on what he interprets to be my ex ante saving 
function are, I believe, partly answered in section 4, above: the saving func- 
tion or schedule in my model would be the same, ex ante and ex post (any 


“These relationships are presented more fully in my “The Invariant Multiplier,” Rev. 
Econ. Stud., 1949-50, XVII (3), 198-202. See also Lloyd A. Metzler, “Three Lags in the Cir- 
cular Flow of Income; " ingincome, Employment and Public Policy (New York, 1948), 
esp. pp. 18-20. 

'" As it stands, Hamberg’s equation (21a) is not useful for describing the relationships 
between rates of growth and underemployment with which my article is concerned. 


‘ 
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difference between ex ante saving aad ex post saving or investment would flow 
from a difference between ex ante end ex post income rather than a difference 
in the schedules).-However, I remain puzzled 5y criticism that I should 
make saving (investment) a function of the productive capacity-income ratio 
rather than productive capacity clone, only to note Hamberg’s admission: 
(fn. 18) that I have done just that.? 

Hamberg’s objection to my equation 


S = «¥ — BP (19) 
may perhaps be dismissed by reminding the reader that he has been willing to 
accept an equation using the term * P/Y? (19b). 

For (19) can easily be rewritten: 
us / à J : 
—VY.a—p— 19’) ^ 
: x (19°) 


Then saving may be viewed as a function of income and of the ratio of pro- 
ductive capacity and income. Dividing through by V, we have 


208 d (197) 
— = o Seon — 
Y Y 
indicating that the proportion of income saved is z function of the ratio of 
productive capacity to income (nothing more than the reciprocal of my em- 
ployment ratio). 

While I see nothing “wrong” witk equation (19), I have no objection to 
passing over it to equation (22) which makes more explicit the relation be- 
tween saving and the employment ratio. My main pu-pose in introducing (19) 
was expositional, to offer a more gradual: transition from the simple function 
where, as in the Domar model, savinz is a constant proportion of income. 

Hamberg’ s charge that equations (-9) to (21) in affect retain the assump- 
tion that saving is a constant proportion of income reflects a serious methodo- 
logical issue, perhaps compounded with an inadvertent repetition of Wagner's 
error. It would appear to me useful to distinguish between that portion of 
saving which is a function of income end those portions which can be signifi- 
cantly related to other variables. The Eypothesis that saving (or consumption) 
is related only to income is clearly on» of limited usefulness (as some of our 
recent ill-fated predictors of national iacome will certainly testify). However, 
Hamberg's statement that my equatiors (19) to (21), and by later inference 
(22) as well, leave the marginal and average propensities to save equal is true 
only under some ceteris paribus assumption which, in effect, relegates other 
variables (in this case, productive capacity or the employmen: ratio) to 
oblivion. Indeed, this may be accomplished most simply by subjecting the 


? Hamberg seems to feel that he has made some significant change in my V/P term by 
inverting it and changing the sign, Actually, in an abstract meJel of this kind, where the 
main content given to relationships goes no further than the signs of partial derivatives, a 
change such as this is of no substance; its chief effect that I can see is to take attention 
away from the underemployment (employment) ratio to which I tried to call attention 
by using the relationship in the form Y/P. ; 
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saving function to the constraint of the “equilibrium” rate of growth condi- 
tion as did Wagner. Hamberg declares himself in agreement with my objection 
to Wagner on this point. Yet, without Wagner’s (improper) assumption of 
equilibrium my saving functions will meet the test Hamberg prescribes in 
the beginning of his foctnote 22. Thus if - 


= gY-— BP, a (19) 


on the common two-dimensional graph which Hamberg has in mind for relat- 
ing saving and income, we have indeed “a linear function which intercepts the 
S axis below the origin"; the S-intercept is, of course, —(P (that is, when 


income is zero, saving equals —8P). With Wagner’s assumption that P = — 

~an assumption that Hamberg rejects—this S-intercept assumes the value 
. Y 

of zero (of course, if P — p when Y = 0, P = 0). It is difficult to see how 


Hamberg can. both agree with my objection to Wagner’s criticism and claim 
that I have retained saving functions which kept constant the proportion of 
income saved. ' s 

ROBERT EISNER* 


* The author is assistant professor of economics at Northwestern University. He is in- 
debted to C. Addison Hickman, Fritz Machlup, and Robert H. Strotz for helpful com- 
ments on a draft of this rejoinder. 


N. Jasny’s “The Soviet Economy during the Plan Era”: A Correction 


I regret the occurrence of a serious error in my review of this work. Jasny’s 
measurement of Soviet social accounts in terms of United States dollar prices 
of 1926-27, about which I had expressed certain misgivings, is not as heavily 
relied upon by the author as I had mistakenly assumed. It is, in fact, confined 
to his evaluation of. the total outputs of various economic sectors, such as in- 

-dustry (broken down into consumers’ and producers’ goods), agriculture, and 
construction, and to-an appraisal of investment outlay and its chief com- 
ponents. In each case a parallel valuation in terms of Soviet prices of 1926-27 
is given, and the finai structure of national income, as it emerges from Jasny’s 
calculàtions, is entirely based on these prices. 

Serious as this error may be, it does not, I think, materially affect the valid- 
itv or relevance of my observations concerning the danger of using “esoteric” 
price structures in Soviet national income analysis. While Soviet prices of 
1926-27? are not of course esoteric to the postwar Soviet economy in a spatial 
sense, they still suffer from a remoteness in time which is greatly aggravatéd 
by the intervening process of industrialization. In fact, the unprecedented 
violence of this process may well have rendered them quite as inapplicable as 
the prices of distant, out industrialized, America. Jasny is oi course fully aware 


1 Am. Econ, Rev., Mar. 1953, XLIII, 185-89. . 


I refer here to the actual prices of that year as estimated by Jasny, and not to their 
conventional substitutes as used in Soviet statistics. 
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of these difficulties and his choice of the 1926-27 Soviet price pattern in prefer- 
ence to those of other years or other countries was not made without a good 
deal of critical examination, but the doubts which I ventured to express in my 
review concerned the general principle of such price imputations in the Soviet 
context compared with other methods of eliminating bias, where these can be 
used. Once the principle is conceded, Jasny must be deemed to have used the 
material available to him to the fullest advantage, subject to the qualifications 
concerning: the estimation of composite price trends which I advanced in my 
review. 


F. SETON 


. BOOK REVIEWS 


Economic Theory; General Economics 


Wesley Clair Mitchell, the Economic Scientist. Edited by ARTHUR F. BURNS. 
(New York: National Bureau of Economic Research. 1952, Pp. viii, 
387. $4.00.) 

One of the things that serves in a small way to offset the loss of an out- 
standing personality in any scientific field is the realization that his passing 
will probably be followed by the publication of a memorial volume. One can 
then look forward to the intellectual delight of contemplating the whole of an 
illustrious scientific career. This has now come to pass with respect to Weslev 
Clair . Mitchell, for whom Professor Authur F. Burns has prepared this 
memorial volume. Part I of this book, entitled “Life and Work,” includes a 
lergthy introductory sketch by the editor, a delightful personal sketch by the 
late Professor Mitchell’s wife, and a number of professional sketches and 
memorial addresses. This material reveals to the outside world the unique 
qualities of Mitchell's personality, the feeling of lofty purpose which domi- 
nated his life's work, and the inspiration which he gave to all his associates. 

The appraisals of Parts II and III are attractively introduced not by the 
original titles of the articles, bóok reviews, and chapters selected for inclusion 
in this volume, but by new titles chosen by the editor. The early appraisals 
deal with Mitchell’s “Place in Contemporary Economic Thought" (P. T. 
Homan), his “Contributions to the Theory of Business Cycles" (J. M. Clark), 
and his “Views.on the Scope and Method of Economics” (A. B. Wolfe). The 
recent appraisals cover Mitchell as an “Economic Theorist” (Milton Fried- 
man), an “Economie Naturalist” (E. B. Wilson), an “Historian of Economic 
Thought” (T. W. Hutchison), a “Social Scientist and Social Counselor” (A. 
H. Hansen), and as a “General Economist” (J. A. Schumpeter). The limita- 
tions of space do not permit an extended discussion of these various ap- 
praisals of Mitchell’s work. It may be pointed out, however, that, as far as 
the major appraisals are concerned, the pros and cons are equally divided. - 
The short commentaries of E. B. Wilson and T. W. Hutchison, which are in 
the form of book reviews, while interesting do not raise any major issues. 

 Favorably disposed toward Mitchell are Clark, Wolfe, and Friedman, while 
somewhat inclined in the opposite direction are Homan, Hansen, and : 

Schumpeter. Following Burns' suggestion, Friedman develops the interesting 

thesis that Mitchell's cycle analysis can be readily restated in the modern 

vocabulary of propensities, multipliers, acceleration coefficients and the like. 

Unfortunately for his own side of the case Clark plays somewhat into the 

hands ‘of the opposition bY stating in his appraisal that Mitchell emphasizes 

the “how” rather than the “why” in his cycle analysis. Wolfe’s excellent 
appraisal is the only one that draws attention to the integrative philosophy 
which lifts Mitchell’s work far above the level of the ordinary. - 
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Leading the opposition, Homan’s facilely written appraisal says in effect 
that, if institutionalism were worth. cultivating (which is not the case, Homan 
believes), Mitchell, being without originality and philosophical grasp (p. 190), 
was not the one for the job in hand. The highlight of Hansen's two-pronged 
appraisal is the assertion that Mitchell's deficiencies as a social scientist are 
carried over into his views as a social counselor. Hansen's position is that, 
since Mitchell largely ignored the investment-saving problem, as a social 
counselor he failed to appreciate the value of “monetary and fiscal policies, 
as possible stabilizing and exparsionist factors operating upon a mixed 
society . . ." (p. 316). There will be those who do not accept Hansen’s inter- 
esting argument, asserting that Mitchell's totalistic approach quite logically 
fostered similarly broad views in the field of economic reform. In his appraisal 
Schumpeter brings up the rear guard of the opposition with the observation 
that Mitchell was really an equilibrium economist in spite of himself, who 
unfortunately was dazzled by the glitter of what Schumpter calls the *dubious 
Veblenite gems." It is apparent tha: there is a wide intellectual gulf between 
Schumpeter and Mitchell reflecting the basic differences between their respec- 
tive mentors, Eugen von Bóhm-Bawerk and Thorstein Veblen. 

The various aspects of Mitchell’s work are respectively seen by the reader 
through only the eyes of the single economist whose appraisal has been 
selected for inclusion in this volume. For example; *here are not two or three, 
different economists’ appraisals of Mitchell’s “place in contemporary economic 
thought." This reviewer would be mach happier if readers had been given an 
opportunity to consider Mitchell’s place in the stream of economic thought 
from a variety of points of view. And the same criticism applies to all the 
other appraisals which deal with the various facets of Mitchell's work from 
the point of view of only one critic. 

In his prefatory note Burns explains that he did not permit his scientific 
sympathies to influence his selection of appraisals. He made every effort to 
make room for the views held by representatives of different schools of 
thought. There are commentaries from institutionalis:s, Keynesians, marginal- 
ists, and others not so easily classified. But each topic is not appraised from 
the points of view of these different schools. A really effective treatment would 
have called for appraisals from different points of view of each of the aspects 
of Mitchell’s work listed by the editor. The reader wculd then perhaps be in a 
better position to make up his mind about Mitchell's work and to arrive at 
that “just and balanced appreciation" of Mitchell which the editor says in his 
prefatory note he hopes the reader will achieve. 

The over-all effect of these appraisals must be somewhat disconcerting to 
many readers. They learn from Burns that Mitchell was quite aware of the 
value of equilibrium price theory (p. 47), but from Schumpeter that Mitchell 
would throw this theory “overboard” (p. 328). They are told by Friedman 
that Mitchell had all the elements of modern cycle theory in his own analysis 
of the cycle (p. 271), but by Hansen that Mitchell was concerned with 
measurement and description but not explanation of the cycle, and also at 
times showed “no recognition or grappling with the problems of investment 
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and saving (p. 315)." The reader is also informed by Schumpeter that 
` Mitchell “never advocated ‘policies’ " (p. 326), but by Hansen that Mitchell's 
policy recommendations were too “radical” and “drastic” (p. 317). Homan 
tells the reader that Mitchell did not have an original mind (p. 186), while 
Clark asserts that Mitchell’s work was of the “formative type" (p. 193), 
which presented a significant challenge to orthodox theory. Anyone thoroughly 
acquainted with Mitchell's attainments will wend his way through this curi- 
ous maze of contradictions without any trouble. But what of the great ma- 
jority of readers into whose harids this volume will fall sooner or later? Are 
they to conclude that Mitchell was a chameleonlike character about whose 
color one could never be quite certain? 

The eight appraisáls in this volume make little mention of the deep unity 
which runs through all of Mitchell’s scientific interests. He had a highly in-, 
tegrated personality which was solidly rooted. in a clear-cut philosophical 
position. His pragmatic philosophy, drawn from a number of different sources 
and distilled in his essentially independent mind, shows up everywhere—in his 
scientific method, in his theory of human nature, in his views on the scope of 
economic science, in his grasp of the interrelations of the social sciences, and 
in his attitude.towards economic reform. It seems to this reviewer that a 
balanced appreciation of Mitchell can be secured only if the reader has 
brought to his attention the ways in which Mitchell’s philosophical positior. 
binds together - all that he did. Acceptance or rejection of his philosophica. 
position is not the issue here. It is, instead, how can one secure a satisfactory 
` understanding or appreciation of "Mitchell? The answer obviously is: only by 

uncovering the basic unity which nourished all of Mitchell’s scientific inter- 
ests, and by tracing this unity throughout his scientific attainments. 

The unity in Mitchell’s work is not difficult to uncover. It runs througa 
his business cytle analysis, his theory of capitalism, and his analysis of tbe 
problems oi economic welfare. What Mitchell set out to do in the field cf 
economics is quite clear. He wanted to enlarge the area of economic analys:s 
until it became a “comprehensive study of economic behavior.” The. older . 
studies, by which Mitchell meant equilibrium economics centering in price 
theory, should be added to until a broader economics emerges. The first step -n 
this widening process was the development of business cycle theory; the next 
step was the working out of a theory of capitalism. The third step was to shcw 
the public-policy implications that flowed from his theory of capitalism. This 
trinity of Mitchell’s interests may be separated for purposes of critical analy- 
sis, but for that “just and balanced appreciation" of Mitchell to which Burns: 

. refers, it is necessary to consider the three portions of Miichell’s work as pazts 
of a larger whole. It is true that this trinity of interests did not receive anything 
like a well-rounded treatment by Mitchell. In this volume Friedman picks out 
a full-fledged theory of the cycle from what he describes as Mitchell's business- 
cycle ‘ ‘grab bag.” It remains for someone to piece together in a similar manner 
the mosaic of Mitchell’s "theory of capitalism. His totalistic theory of the 
economic order is only fleetingly referred to in this volume (pp. 37 and 71). 
How much richer and more valuable to the general reader this volume would 
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have been had it included an esszy on Mitchell’s theory of capitalism, par- 
tially developed though it was. And the same can b= said of Mitchell’s theory 
of economic reform. 

How did Mitchell view his own work? The answer to this question is given 
in the correspondence published im this volume foz the first time, in which 
Mitchell states that “what I think -s worth while is :o accomplish some of the 
necessary pioneer work toward the construction of useful economic theory” 
(p. 66). This pioneering attitude :oward the tasks to be accomplished was 
both an asset and a liability. As ar asset it led Mi-chell to look beyond the 
confining boundaries of orthodox ecenomic thought, and to follow paths which 
promised more light on the economic problems of the first half of the 
twentieth century. But, as a liability, this pioneeriag attitude led Mitchell to 
pay little attention to the finished censtructions of the general treatise and the 
polished refinements of the technical theorist. Althcugh there may be some 
support for the view that Mitchell remained too lonz a “pioneer,” still there 
can be-no doubt but that he has wm for himself an important and enduring 
place in his science’s hall of fame. 

ALLAN G. GRUCHY 
University of Maryland 


Einführung in die Wirtschaftsthecré. YII. Teil, Geld, Kredit, Volkseinkom- 
men und Beschäftigung. By ExicH ScmHwxixr. (Tübingen: J. C. B. 
Mohr [Paul Siebeck]. 1952. Pp. vi, 220. DM 17.00; paper, DM 14.00.) 

With the publication of the third volume of his Einführung, Professor 
Schneider has completed his endeavcr to present to his readers “all tools of 
theoretical reasoning that are needed for an analysis cf the economic realities 
around us” (p. iii). His work, in this -eviewer’s opinion, constitutes one of the 
most comprehensive, most up-to-date, and pedagogizelly most serviceable of 
modern texts in economic theory. 

The first volume, entitled “Theory of the Circular Flow in the Economy; 
appeared in 1947 and was reviewed in the Septemter, 1949 issue of this 
Review. The second volume, on “Economic Plans and Economic Equilibrium 
in the Market Economy," appeared m 1949 and was reviewed in the Sep- 
tember, 1950 issue. The third volume is about “Monev, Credit, National In- 
come and Employment." It deals witk ‘‘macro-economics” (p. 2) in contrast 
to the second volume, which dealt with “micro-economics”; and it presents 
ex ante analysis in contrast with the first volume, which was largely confined 
to ex post analysis. (Looking backward, this reviewer has some doubts about 
the d&ecessity or expedience of devoting so much space to ex post analysis, and 
he wonders whether the author would not have arranged matters somewhat 
differently if he had known ex ante all that he now krows ex post.) 

The present volume is divided into three chapters. The first is on “The 
Means of Payments in our Present-Day Economy”; i: is only seven pages 
long. The second chapter is on “The -reation and Cancellation of Money” 
(80 pages); the third is on “The Determinants of National Income and Its 
Fluctuations” (123 pages). 
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Schneider is ultramodern in every part of his text. He is ruthless in his 
treatment, or rather. nontreatment, of old-fashioned theories or obsolete 
institutions. That the chapter on Money and Banking does not include the 
traditional discussion of the silver standard and of bimetallism is probably all 
to the gocd; but there is not a word about the gold standard either. This 
neglect, I am willing to concede, of a currency system that no longer exists is 
admittedly preferable to the customary overemphasis on, and long-winded 
exposition of irrelevant details of, the gold standard. (Excessive attention to 
institutional detail has prevented many textbook writers from noticing that - 
even the United States: and Switzerland have long abandoned the gold | 
standard.) But in a textbook a discussion of the “creation of money” that 
does not.have anything to say about gold can hardly be considered complete. 
The word "gold" does not appear in the index; it does appear twice in the 
text—together with foreign exchange and securities—when the essentials of 
open-market policy are explained (pp. 54 and 73); but there is no discussion 
of purchases or sales of gold by the banks or monetary authorities, of possible 
effects of changes in the official price of gold, of restrictions in the gold 
market, o: the consequences of gold hoarding. 

One cannoi say that this contempt of past, recent, and current history is 
due to any aversion to institutional “facts” on the part of the author. That 
he has no such aversion*he shows, for example, by the two pages on the 
present German banking law which he includes in the exposition of the princi- 
ples of multiple expansion of bank credit. When he omits something from his 
discussion, he obviously does so because he thinks it is not important. He 
makes this explicit in his reference to the quantity theory of money (which 
he does not regard es worthy of discussion in the analysis of money and 
banking, but reluctantly includes as a brief digression in the exposition of 
national income formation). "Velocity of circulation" is referred to with 
obvious .scorn; transactions velocity of circulation of money is not men- 
tioned anywhere in the text; income velocity is accorded one page, chiefly to 
prove its irrelevance on the ground that it is "no institutionally determined 
constant" (p. 168). I do not know why this should make it irrelevant; but, as 
a matter of fact, its upper limit is probably institutionally determined and, 
indeed, this ceiling velocity plays a significant, though only implicit, part in 
Schneider’ s vety fine and elegant analysis of liquidity preference and the in- 
vestment multiplier. 

The various techniques of Packie policy—reserve requirements, open- 
market policy, discount policy, official declarations—are satisfactorily treated; 
but there is no discussion of objectives or guides of monetary policy. The best 
part of the chapter on Money and Banking is the exposition of the coefficient 
of multiple expansion of bank credit as a function not only of reserve require- 
ments but also of diferential habits of payments. This is a model of clarity. 

Liquidity preference is Schneider’s favorite theory. After having given it 
several pages in Volume II, he treats it again in the present volume extensively 
in connection with open-market policy (pp. 57-72), with the determination 
of investment and income (pp. 140-60) and with the refutation of the 
quantity theory (pp. 164-66). Since he admits that the significance of liquidity 


D 


400 |^. (THE AMERICAN ECONOMIC REVIEW 


preference is confined to short-run income analysis, one wonders: why he 
accords it such generous treatment. The prominent réle assigned to this tool 
of analysis is perhaps partly attributable to the fact that Schneider has de-' 
veloped an especially elegant way of dealing with it verbally, geometrically, 
and algebraically. 

Mention should be made of the variant form of the liquidity function that 
Schneider uses to exhibit the relationships between interest rate, income level, 
and money supply by curves expressing the relationships between the first two 
of these variables with the third as parameter. These curves show the 
combinations of interest rates (determining the size of speculative cash 
balances) and income levels (determining the size of transactions cash 


balances) thet can be accommodated by fixed quantities of money. Schneider, 


following Hicks, draws such curves with horizontal and vertical ends, indi- 
cating that the interest-elasticity is infinite at low interest rates (because of 
unlimited absorption of speculative cash) and zerc at high income levels. This 
zero elasticity—since Schneider wants income to be understood as real 
income or money income with constant prices (p. 27)—must be due to a ceil- 
ing velocity of circulation preventing any higher income levels from being 
financed with a given quantity of money. Schneider, at one point, attributes 
these vertical ends of the interest-income curves to the fact that “with a given 
amount of money a definite money income cannot be exceeded, for reasons" 
of liquidity preference alone. Higher incomes are possiblé only with.a larger _ 
quantity of money" (p. 148). At another point, however, he attributes the 
vertical end of such an interest-income curve to *full employment" (p. 149); 
but the effects of full employment would be more correctly described by a 
family of these interest-income curves converging on a single verticàl stretch, 
indicating the fact that no further increase in the quantity of money can 
succeed in promoting an income level beyond the full-employment level. . 
Schneider's exposition of pre-Keynesian, Keynesian, and'post-Keynesian 
multiplier theory is thé most useful part of the bock. The quotations from N. 


Johannsen's early formulations of that theory, in 1903 and 1913, are very 
interesting. In the presentation of the Keynesian apparatus Schneider shows 


himself as one of the master-teachers.of our time. I should like to point 
especially to the discussion of the savings function (p. 116) and of the inter- 
dependence o: Keynes’ (supposedly independen:) fundamental functions 
(pp. 139-47). In presenting these relationships Sckneider takes advantage of 
the ingenious methods developed (in Swedish) by Tord Palander.? It is made 
very clear why the Keynesian multiplier formula fits only a special case, 
namely, the very special assumptions that the interest-elasticity of investment 
is zero or the interest-elasticity of liquidity preference is infinite: A general 
multiplier formula is presented, containing terms taking account of income- 
induced changes of the interest rate and of interest-induced changes of in- 
vestment (p. 151). 

Schneider earns the characterization of his text ag the most modern and up- 


1T, Palander, “Keynes almánna teori och dess tillämpning inom rünte-, multiplikator- 
och pristeorien.” Ekonomisk Tidskrift, 44, 1942, pp. 233 ff. 
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to-date when he includes such recent discussions as Haavelmo’s “multiplier : 
effect of a balanced budget" (pp. 198-202) or Patinkin’s; Hansen’s, and 
others’ views.on the “Pigou effect” of continuing price reductions (pp. 
158-61). But; as I said before, Schneider is modern also in the problems which 
he chooses to omit. This reviewer is particularly troubled by the fact that a 
three-volume text on economic theory; by an author who on many issues is 
an intellectual descendant: of Wicksell, should be completely without any 
discussion of, or cven reference to, capital theory. Of course, the pure theory 
of capital;or of the time structure of production is relevant chiefly to a long- 
run analysis of income; and this the author has explicitly excluded from the 
scope of his book (pp. 93. and. 178). But is there a good excuse for such an 
exclusion from a three-volume treatise on economic theory? 

At one point of the present volume Schneider tries, as he has in the first 
volume, to contrast ex. ante and ex post conceptions in economic analysis. This 
is what he says: “If we know the consumption planned by households for a 
future period . . . and the net investment planned by business firms . . . , then 
we are able to say. what the resulting income will be if the plans of the house- 
holds and firms are realized" (p. 93). How true and how useless! Yet, this 
statement is regrettably typical of much of our modern theorizing. Too often . 
do we forget that one of the foremost tasks of economics is to explain and 
prédict circumstances under which consumption and. investment plans cannot 
be realized. And it is. my conviction that capital theory i is needed precisely for 
that task. 

These remarks may seem to > éoritrádict my appraisal of Schneider’ s work as 
one of the most comprehensive of modern texts in economic theory. But there 
is no contradiction since capital théory is now generally out of fashion and 
its neglect is common: to all modern texts. Thus my criticism is not directed 
against Schneider but rather against current fashion in economic theory. 
Indeed, I expéct that.most readers will side against the critic and with the 
writers who -have expelléd -from economic theory the most complicated part 
of economics. This old-fashioned reviewer dares to predict that capital theory 
will be called back from its exile, for:the concern with the economic problems 
of underdeveloped coüntries. will. eventually demonstrate that the lack of 
capital can. neither : He made good 3 nor more palatable by a lack of capital 
theory. | ee 

$ Fritz MACHLUP 
The Johns Hopkins University `` 


: Economic. Anthropology. .By MELVILLE J. Herskovits. (New York: Alfred A. 
Knopf. 1952. Pp. xiii,.547, xxiii. Text ed., $5.75.) 

This book.is a complete revision of the author's earlier work, which.in the 
first edition (1940) was entitled: The Economic Life of Primitive Peoples. 
Both the scope-and-analytfcal categories remain substantially the same. The 
principal changes consist of an introductory, theoretical chapter on “Econo- 
mizing and Rational Behavior," a considerably expanded: (though by no 
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means exhaustive) sampling of the relevant literature. appearing within the 
intervening twelve years; expanded treatment of motivation and rewards for 
work (now two chapters instead of one); and a somewhat fuller treatment 
of the value concept and of the capitalization process in these societies. In 
this edition Herskovits also re_ates his general discussion and illustrative 
materials to a broader representetion of economic theories. 

As in the first edition, the “primary concern in these pages is to under- 
stand the cross-cultural "implications of the process of economizing," with 
primary emphasis upon the “role of alternatives between which to choose . . . 
and the problem of attaining efficiency through choosing" (p. 4). Cultural 
factors, it is stressed, delimit net only the choosing but also the nature of 
wants themselves and the exchenge system for- the provision of goods and 
services. 

It is apparent that, from the nature of the societies which he conventionally 
studies, the anthropologist finds the approach of institutional economists 
more congenial to his material. A perusal of the literature, for example, 
reveals the significance of gift and ceremonial exchange as the primary 
mechanism of circulating goods within a group. While the economic róle of 
these processes can be readily t-àced in terms of magnitudes, frequency of 
occurrence, and personnel involved, the forces that determine their operation 
are mainly noneconomic: kinship. neighborliness, fear of sorcery, marital ties, 
etc. The concept of equilibrium, therefore, would have to be related not 
merely to the ratio of income to outgo in the society as a whole, but also to 
“motivation and the balance felt 5y the individual in his functioning capacity 
as a member of society" (p. 173). 

Comparative study of economic behavior based upon peasant and primitive 
type societies poses certain difficalties for the economist, who might wish to 
draw upon a wider empirical base in support of his principles and proposi- 
tions. Perhaps the foremost of tkese is the fact that such societies generally 
constitute small groups in whick the intimacy of interpersonal relations is 
widespread. Kinship and farnilizl reciprocities flavor all areas of activity. 
In addition to material inducements, incentives to work, for example, are 
caught up in varying patterns of mutual responsibilities based on these and 
related factors. Individuals discaarge their responsibilities consistently as 
much in accordance with attitudes toward social (nonrational) as with those 
toward economic (rational) efficiemcy. 

In the same way that the comparative analyses of cultures and societies by 
` anthropologists contribute principally to sociological theories of small group 
behavior as compared with mass behavior, economic anthropology might be 
expected to contribute to middle-level hypotheses geared to the context of 
such groups. Propositions of this kind and the conceptual apparatus upon 
which they are based should be very useful for the empirical study of western 
economic behavior and institutions at the community level. Indeed it is only 
at the upper range of technological and societal €omplexity among folk-type 
Societies that we encounter sometuing like a classical economic system. Thus 
among the Panajachael of Guatemala we find local specialization in a competi- 
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tive market, buying and selling for cash, prices geared to supply and demand, 
with rates made on the basis of cost estimates (p. 235). Capital formation here 
as elsewhere, however, is minimal and does not occur in accordance with 
values of growth or progress. 

The author has chosen to limit the parameters of his analysis so as to 
exclude the processes of change. This is perfectly permissible, but as he has 
adopted the title, Economic Anthropology, the reader might feel entitled to 
learn something from the considerable literature on changes in process among 
folk and primitive societies consequent upon the diffusion of- Euro-American 
technology and socio-economic values. This omission is all the more lamen- 
table in view of the extremely important increase in interest on the part. of 
economists in theoretical problems of growth and development. 

As a final comment, this reviewer. would like to suggest as perhaps a more 
felicitous organizational framework for such a volume, a chapter or two 
pulling together theoretical considerations and problems discussed throughout, 
followed by a series of rather full case studies of nonwestern economic sys- 
tems. The considerable range of variation among so-called primitive societies, 
as regards degrees of isolation, complexity, population size and density, makes 
this approach desirable, as well as more amenable to critical analysis by the 
student, than does the juxtaposition of isolated examples of bits of be- 
. havior in support of widely scattered general statements. There is presumably 
a high degree of interdependence of the parts of any such system. A good 
model for a brief introductory section as envisaged here is a splendid chapter 
by R. Firth on “The Social Framework of Economic Organization” in a 
recent volume entitled Eleménts of Social Organization (1951). 

Like its predecessor the volume in review will be of primary value to the 
economist in demonstrating * . . ..some of the discrepancies between: [his] 
assumptions about non-pecuniary, non-machine economies and the actuali- 
ties-of primitive production, exchange and consumption." 

i NES. BERNARD J. SIEGEL 
Stanford University 


Economics: Trends and Issues—A Book of Readings. Edited by Scott 
Keyes. (New York: Russell F. Moore Co. 1952. Pp. ix, 508. Paper, 
$2.90.) 

The present collection of article reprints, intended .as ——— is 
ing for the beginning student, enters its struggle for market survival in com- 
petition with recent collections by Gayer, Harriss, and Spencer (1951) ; Hess, 
Gallman, Rice, and Stern (1951); Isaacs, McKee, and Slesinger (1952); and 
Samuelson, Bishop, and Coleman (1952)—among others. It is à rare anthology 
that pleases all, and there is always the temptation (in the absence of some 
solicitous publisher who would issue separately bound individual articles) for 
each economics departmenf to compile its own “best” offering. 


*From-a review of the first edition by C. M. Arensberg, Am. Econ. Rev., Sept., 1940, 
XXX, 595. i 
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Keyés's book contains an impressive. list of contemporary contributors, 

drawn with few exceptions from the tanks of: pxofessional economists. The 
“articles give a beginning student an excellent sampling of many current 
economic problems and the techniques used by those working on them. 

Part I is the usual sort of introductory section on the scope, method, and 
need for economics. Aside from an inforiiative excerpt from the 1949 Report 
of the Council of Economic Advisers, there is an unusually well-written and 
appealing lead article entitled “It’s Political (Repeat Political) Economy." 
Thé book's long second part is. an exposition of *3asic Characteristics of the 
American Economy,” and features such authorities as A. A. Berle on industrial 
concentration, Hauser on Census trends, and Leontief on the cost-price strüc- 
ture. Methods of econorhic meásuremént are explored further in the third 
section, with Commissioner Clague ‘holding fort: on the Bureau of Labor 
Statistics Consumers’ Price Index, and Richard Ruggles contributing a most 
useful chapter on national income accounting in relation to policy decision- 
making. 

Part IV covers Keynesian economics and the sort: öf model-building and 
forecasting attempts to' which it'has given-rise. Gerhard Colm discusses the 
Nation's Econorhic Budget, and taere are illustrations of the current investi- 
gations by the Survey Research Center.and by the Department of Commerce 
into determinants of consumer and investor: behavicr. Various policy problems 
are considered at some length. in Part V; with the authors ranging from the 
members of a recent American. Economic. Association subcommittee on eo- 
nomic instability to Paul Douglas on the welfare state arid Gordon Gray on 
foreign economic policy. A final sécfiorr presents, zil too briefly, a potpourri 
of J. M. Clark, Polanyi, ahd Schumpeter on:economic thought, economic de- 
velopment, and comparative systems. The.section concludes with the United 
.Nations comparison of seventy countries’ nationa , and per capita incomes 
which, even after sevère Statistical qualification, rezáins a powerful impact. ` 

In his preface, thé author claims four major vir:ues' for his book as com- 
pared with similar compilations. First, all the articles included date from the 
post-World War II period, with many only a year or two old. This immediacy 
of the writings may well give stcdents an "up-to-date" view of economic 
problems and policies, but if not offset by classroom refétehcés to earlier works 
might equally well lead to an impression that all wcrth-while thoughts in our 
venerable science have been uttered only in the last few years: Those teachers, 
therefore, who desire to instill some acquaintance alsc:with earlier giants of the 

. field will not consider this distinctive feature an unmixed blessing. — - 

A second distinguishing charactzristic, suggestec earlier is : ‘that all the 
selections are from professional (ircluding. governmental) ‘sources. This ‘ap- 
proach has resultéd in a. consistently high caliber of performance which ought 
to please economisis. But again one niight question why students should not 
also havé -been exposed to some other sources, rangirg from. Marxist tracts to 
National Association of Manufacturers releases, Such as fhéy may or should 
debate in their own everyday lives. The third point, that almost all the artic’és 


ate presented i in unctit fotm, does seem an tindeniab e virtüe. About half the 
r & 


5 


BOOK REVIEWS l 405 


thirty-five articles (far fewer than in other compilations) ruw from 10 to 15 
pages, avoiding the usual pitfalls of excessive length or fragmentation. 

* Finally, the material has been selected with especial emphasis on means of 
measuring, and actual appraisals of, the changing developments of the past 
two decadés. This approach produces a slighting of relative-price and alloca- 
fion problems to a degree probably greater than is merited. In this sense the 
volume would serve more usefully as a supplement to introductory courses in 
income and employment than to those in price theory. 

. On the whole, though, it seems a virtue of this work in comparison with 
others of its sort that it does not dilute its coverage in an attempt to be all 
things to all courses. While the need for books which link beginning students 
with contemporary problems is even more pressing (because more difficult) in 
the fields of price, allocation, and market theory, within the scope he sets for 
himself Professor Keyes has given us a most useful educational tool. 

. Davin N. MILSTEIN 
P Stanford University 


The School of Salamanca: Readings in Spanish M onetary Theory, 1544-1605. 
By Maryortm Gmick-HuTCHINSON. (New York: Oxford University 
Press. 1952. Pp. xii; 134. $2.50.) 


The author of this little volume holds that Spanish writers have a claim 
ato recognition in the development of economic thought which has been over- 
looked. She believes that this is especially true of the sixteenth and seven- 
teenth century scholars identified with the University of Salamanca. In her 
appraisal of this group, Professor Grice-Hutchinson concludes that they made 
original and useful contributions in three important respects: a psychological 
theory of value applied to both goods and money, the quantity theory of 
money, and a theory of foreign exchange closely resembling the modern pur- 
chasing-power parity 'theory (pp. 47-48, 58). 
e The translations from original texts confirm her thesis that members oí 
the School developed their idea of value dround the concept of scarcity and 
utility (pp. 48, 36). Domingo de Soto set the pace when he declared that “the 
price of goods is not determined by the wish or convenience of individuals, but 
by the community," and added "that is by common estimation" (p. 83). He 
concluded that “prices rise, when buyers are numerous and fall when they are 
scarce. Likewise, prices fall when sellers are numerous and rise when they 
are scarcé" (p. 86). In a carefully documented chapter the author traces the 
influence of the Spanish writers through Grotius, Pufendorf, and Hutcheson, 
-but fails to connect the statements on utility and rarity of Galiani, Condillac, 
and Turgot with the Spanish writers. 

Am the opening chapter, the author says, “the wholé Spanish nation had 
learned by the middle of the sixteenth century that the vàlue of money is 
fickle and that gold and silver are not synonymous with wealth" (p. 1). She 
contends that prices rose first in Spain, and that Spanish writers were first 
to noie and“trace the causes of the price revolution. Martin de Azpilcuetta 
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Navarro noted the influence of ld and silver on prices in Spain and applied 
the theory of demand and suprly to money. His exact statement is, “And 
even in Spain, in times when noney was scarcer, saleable goods and labor 
were given for. very much less tnan after the discovery of the Indies, which 
flooded the country with gold aad silver. The reason for this is that money 
is worth more where and when it s scarce than where and when it is abundant" 
(p. 95). Tomás de Mercado, hovever, seems to have the typical mercantilistic 
outlook (p. 96). In view of th- mercantilistic legislation in Spain and the 
prevalence of mercantilistic tracts cited by Earl J. Hamilton in his studies 
of Spanish prices and Spanish mercantilism, some question remains as to 
how well the Spanish had learner. the lesson. 

Professor Grice-Hutchinson ssserts that Navarro was the first writer to 
mention the influence of the imports of American gold and silver on Spanish 
prices and that his analysis of th - quantity theory of money anticipated Bodin 
by twelve years. A comparison o- the two writers reveals‘that Bodin was more 
thorough and there is little doubz that it was through the work of Bodin that 
the concept entered the field of economic literature. 

The most original contributior of the School of Salamanca centered around 
their explanation of the variation of the exchanges. Here they definitely con- 
nected the price levels of the countries with favorable or unfavorable rates of 
exchange. While their version of the purchasing power parity was interesting 
and useful in relation to the question of exchanges and usury, any direct in- 
fluence on later advocates of this theory came through Malynes and Mun 
rather than the Spanish writers 

In providing an English transztion of these early Spanish tracts on mone- 
tary thinking, Professor Grice-Eiutchinson has filled a gap in this chapter of 
' the history of economic thougli. Teachers and students will welcome her 
careful and lucid appraisals o? he School as well as the availability of the 
original texts. - 

‘Rector R. HARDIN 
University of Georgia i 


The Development of Economic Lhought. Edited by HENRY WILLIAM SPIEGEL, 
. (New York: John Wiley & Sons. London: Chapman & Hall Ltd. 1952. 
Pp. xii, 811. $6.50.) 

‘The history of economic thorght abounds in good texts, long and short, 
analytical and descriptive, topical and chronological. There are also useful 
books of readings, masterworks, and compilations of short selections from the 
important writings'of great ecenomists. The volume under review is dis- 
tinctly different. It is a history cf economic criticism in the form of a collec- 
tion of appraisals of the conir-butions of outstanding economists by later 
economists. In short, the book :ontains many of the best statements about 
the most important figures in tke history of economic thought. 

This volume by Professor Spegel, therefore, supplements both texts and 
readings in its field by providing additional material of high quality in acces- 
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sible form. It gives the student better perspective by substituting the varied 
viewpoints of many observers for that of one scholar. It permits him to see 
how important economists have been regarded by diiferent competent critics, 
and to discover how well they have met the issues of their day and have stood 
the test of time. The “craftsmanship” approach to this history of economic 
criticism is as unique as it is valuable and stimulating. 

The book, consequently, should become popular in courses in the history 
of economic thought. Brief, helpful editorial notes introduce the various 
selections, some of which are familiar classics but others of which are new 
translations by the author of less familiar articles. The volume has a succinct 
foreword by Kenneth Boulding; there is also an explanatory preface by the 
editor. The index seems adequate. As will be shawn, the coverage of the book 
is wide, and its organization is excellent. 

The Dawn of Economic Science (the first part) gives Aristotle on Plato, 
Tawney on medieval economic thought, Heckscher on Mercantilism, Jevons 
on Cantillon, Smith on the Physiocrats, and Spiegel’s own translations of 
Einaudi on Galiani and cf Marx on the Physiocrats. 

The Classical School (the second part) contains the article by Paul 
Douglas on Smith, those by Bonar, Fay and Keynes on Malthus, by McCulloch 
and Marshall on Ricardo, that by Mill on Bentham, by Viner on Bentham 
and Mill, by Cairnes on Bastiat, and by List on Say. 

Socialists and Reformers (the third part) is rather short and seems in- 
sufficient. It includes articles by Halévy on Sismondi (editor’s translation), 
Foxwell on Ricardian Socialists, Cole on Owen, Veblen on Marx, Hobson on 
George, and Tawney on the Webbs. 

. Historical and Institutional Approaches (the fourth part) is short but 
adequate. It contains Schmoller on Roscher (editor’s translation), Mitchell 
on Veblen, Perlntan on Commons, and Arthur F. Burns on Mitchell. 

The Rise of Marginalism (the fifth part) is longer and even more valuable. 
It contains articles by Schneider on Thünen, Fisher on Cournot, Walras on 
Gossen (editor’s translation), Keynes on Jevons; Hayek on Menger and 
Wiesser (editor’s translation), Schumpeter on Böhm-Bawerk (editor’s transla- 
tion), Hicks on Walras, and J. M. Clark on J. B. Clark (previously un- . 
published article). 

The Growth of Modern Economics (the sixth and final part) is short but 
helpful; it is naturally the most controversial as to what to include and what 
to exclude. It contains articles by Arthur L. Bowley on Edgeworth, Demaria 
on Pareto (editor’s translation), Frisch on Wicksell (new article), Robbins on 
Wicksteed, Viner on Marshall, Haberler on Schumpeter, Samuelson on Keynes, 
and Colin "Clark on Pigou (previousl; y unpublished article). 

The reviewer has litile fault to find with what has been included in this 
collection of criticisms in the history of economic thought. His chief lament is 
the omission of important writers and entire schools of thought. The omitted 
schools include the Idealists or Moralists (except for Halévy on Sismondi and 
-Hobson on George). With regard to individual writers, a few pages might well 
have been given tó Marion Bowley on Nassau Senior. The obvious answer to 
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the criticism that whole schools cf thought have been omitted is, of course, the 
limitations of space. Also, time has dimmed the importance of such once- 
famous optimists as Carey and Lis followers, even in America. 

S. Howarp PATTERSON 


University of Pennsylvania 


Economic History; National Economies; Economic Development 


Trade and Industry in the Micdle Ages. Editec by M. Postan and E. E. 
Ricu. Cambridge Economi- History of Europe, Vol. IL. (New York; 
Cambridge University Press. 1952. Pp. xvi, 004. $9.00.) 

Volume I of this series, putlished in 1941 and dealing with medieval 
agrarian life, announced in its preface that Volume II would be “urban, in- 
dustrial and commercial." The zeneral design was for an economic history 
of Europe, “or of the world as it impinges on Europe,” starting formally from 
the later centuries of the Roman Empire. War anc its aftermath removed con- 
tributors and cut off areas beyoad any normal expectations. The schism of 
Europe concentrated upon the western part an emphasis which was planned 
for the whole continent and is Darticularly unfortunate for a discussion of 
industry and trade. Urban problems, defined as tke growth, economic policies 
and finances of towns, together vith "the history and policy of craft gilds" 
are now put over to Volume III, already slated to deal with medieval.credit, 
finance, coinage, prices, state economy and econornic thought. 

In thus modifying a plan whick had the advantage of corresponding roughly 
with university syllabuses, textbooks and the specialization of research, the 
new editors state that the earlier plan would have overloaded the second 
volume and was no more logical -zhan the substitute. They admit that “back- 
ground" topics such as prices, pcpulation and eccnomic trends should be in- 
corporated, not put off to the fnal volume on the medieval period. What 
this chiefly means in practice is -heir inclusion in Postan's tremendous (132 
pages) chapter on medieval North-European trade. The reviewer wonders if 
this was the reason for placing hi: chapter before Lopez's chapter on medieval 
South-European trade. Considering his position in the craft, the rounded 
statement of Postman's interpretetion may well compensate for more detailed 
chapters unavoidably lost. 

However, a volume which is even more west-European in outlook than the 
first makes a notable concession with respect to tae temporal starting point. 
An opening chapter by Gordon Childe discusses the industry and trade of 
“barbarian Europe" through stome, bronze and two iron "stages," down to 
Roman times. Like Heichelhein years ago, he sketches the distribution 
over great distances of products cf basic industry—such as flint and obsidian 
points and edges— before written records. He alse stresses the importance for 
economic development of trade in ornaments and other luxuries. This position 
seems difficult to harmonize with Fostan's. - 

Chapters on Rome and Byzan-ium by Wilbank and Runciman are inter- 
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esting and informing,.but seem to the reviewer too specific for a work of 
general syrithesis. There is little to suggest the perennial movements out of 
Asia or a westward movement of settled life along both sides of the Medi- 
terranéan which was.far from complete when the Roman Empire in the West 
broke up. That the Romans occupied only about half of the Atlas highland 
region of Africa and little of the Sahara is a fact with large reverberations in 
médieval and modern history. The way in which the Moslems completed the 
occupation, trade relationships between Spain and Africa during the great 
development of Moorish intensive agriculture, and the whole problem of 
Africa as a "granary" of Europe from Caesar Augustus to Lebrun and 
Daladier have surely “impinged” upon Europe more than incidentally. 

The figure of 10,000,000 bushels for Rome’s grain imports from Africa 
(p. 47) rests on no substantial evidence, and terids to distort the problems 
of population and food supply. Victor Demontés arrived at it in 1925, Tenney 
Frank in 1940, by putting togethér casual statements of Flavius Josephus 
and Aurelius Victor, made three centuries apart. Frank seems to have been 
aware that it is absurdly large for the number of mouths. Close students of 
the African area (roughly present-day Tunisia and the Department of 
Constantine) are roughly agreed nowadays on a maximum of some 3,000,000 
bushels, and accompany any such figure with the warning that most crops 
in this erratic climáte must have afforded less, some no exportable surplus at 
all. 

One gets the impression of-a more populous Roman Gaul from this volume 
than from the first. A treatment of thinly documented commerce over a long 
period has an almost unavoidable tendency to yield an exaggerated picture. 
Statements of absolute quantities in discussing earlier societies have the op- 
posite tendency, whether comparisons with our time are made or left to the 
reader. Several af these authors quite properly insist that the volume of trade 
is a function of a particular society and situation, and is best not mentioned 
out of its setting. + 

Postan discusses the problems of quantities and records of quantities in 
medieval Norta-European trade after noting the character of the commodities 
exchanged ard their approximate order of importance. His emphasis on inter- 
regional trade in staples is no greater than, for example, Rórig's in his 1933 
' Mittelalterliche Weltwirtschaft, but Postan’s argument has another facet. In- 
sistence upon the predominantly ‘staple character of trade within medieval 
northern or transalpine Europe is rade to suggest the relative independence or 
separate development of the area, and hence by implication to combat any 
notion of a dominance-and-dependency relationship with the Mediterranean. 
Rórig, and back of him others including Sieveking and Davidsohn, have noted 
the importare of staple foodstuffs, textiles, raw materials and other nonluxury 
items in Mediterranean trade, as does Lopez in this volume. Moreover, as 
Schulte, Rórig, Braudel and others have explained, staples were fairly im- 
portant in the interregional trade between the Mediterranean and the North.. 
Finally, as the various societies were organized, trade in luxuries was not 
necessarily unimportant or even indecisive for development, as Childe has 
noted in this volume. Consistently with his position on staples, Postan is - 
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allergic to explanations of development as responding to changes in the 
supply of monetary metals or in prices. He is caretul (e.g., p. 166) to note that 
he is not arguing against such explanations as apolied to later centuries. Like 
Rórig and others, including Usher, he stresses the importance of frontiers in 
medieval economic development, and notes that Hanseatic trade was roughly 
at its peak when the League was sounded. 

The main innovation in Posten’s version of Hanseatic policy as defensive 
rather than progressive is his correlation of German history with a long and 
. general contraction or depressicn which scholars have stressed in varying 
degrees of late years. Roughly speaking, the B-ack Deatk of about 1347- 
1350 marks the onset of this period, though recurrent epidemics, the Hun- 
dred Years’ War and other struggles of the tim» figure prominently in the 
asserted decline. Note that the Hanseatic League is dated roughly from the 
1360's. Postan argues that Europe's population, cultivated area, production in 
general and trade all declined for something like a century, iollowing a much 
longer period of growth. The prevalence of strong sentences about decay and 
weak sentences about growth in this immense and generally moving argument 
made at least one reader slightly uneasy. 

Lopez has a much more restricted and moderate version of this interminable 
depression in discussing the Mediterranean area. INef, in a chapter on mining 
and metallurgy which has a remarkably sustained continuity, would settle for 
about the same population in 1350 and in 1450. It may be recalled that Josiah 
Cox Russell (Speculum, 1945) believed in a decline of population from about 
1348 to 1430, the latter time roughly marking a turning point. He relied 
mainly on demographic statistics. Postan presents a great variety of evidence, 
which is quite proper, but the reviewer got an impression that the meager 
population figures tended to disappear in the m'xture. Consistent with its 
presentation of development in ncrthern Europe as roughly equal and step by 
step with that in the Mediterranean region, Postan’s chapter seeks. to rescue 
medieval England within northerr Europe from th» relatively backward posi- 
tion which it has occupied in general accounts. This volume hes no continental 
authors, as compared with twelve in the first. 

In the other nuclear chapter, dealing with medieval trade in the South, 
Lopez has taken over less of the general subject-matzer left homeless by failures 
of expected contributions to mater‘alize. Considering his learning and his many 
revisionist studies, he here displays notable restraint, often retreating to sample 
. cases on the ground that wider generalizations wculd be unsafe. Àmong the 
: many revisions in this chapter, perhaps the most startling is that the fourth 

crusade was not diverted to Constantinople, but was so planned from the out- 
set (p. 311, n.). The opening of th» Black Sea to Letin traders was significant, . 
but the crusade as such was a failure because Asia iinor was not taken. Two 
attempts-to make Damietta in the Nile delta a Latin bridgehead failed, and 
the evacuation of the Holy Land for trading outposts on Cyprus and in Cilician 
Armenia was only a question of time. The only retl disaster for the West re- 
sulted from a Papal ban on trade with Egypt, which the Catalans ignored, 
probably harming Venice and Genoa more than they helped themselves. Italian 
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business organization at the zenith of commerce and capitalism (his termi- 
nology), from the late 11th to the early 14th century, is discussed with tanta- 
lizing brevity. The great Italian diaspora by sea and land is placed in its 
historical setting. Having objected on page 338 to Pirenne’s term “saturation” 
to characterize the crisis beginning around 1350, Lopez proceeds on page 344 
to state almost exactly what people using the term have meant by it: in this 
case the end of frontiers and the tribulations of business organized on the 
assumption of continuing expansion but facing the reality of too many com- 
petitors for available markets. Like other authors of this volume, he thus ex- 
plains a tendency toward defensive and regulative organization. 

One slightly confusing feature of this volume is the variety of “middle 
ages.” To Lopez, the period ends with the fall of (Constantinople and the end 
of the Hundred Years’ War in 1453. Postan generally carries it to about 1500. 
One of Nef’s ten subdivisions is entitled “The Boom in Mining and Metallurgy, 
1460-1530.” Nef’s chapter is itself a gold mine and hard to sample. The 
Romans, often accused of being unoriginal as engineers, are exonerated. They 
had quite deep mine shafts, as much as 600 feet, and their mechanical equip- 
ment as well as their processes were more advanced than any afterward to the 
14th century. Nef makes one of the most interesting comments—amounting 
to a “saturation” theory—on the "great depression” of the latter middle ages. 
A tremendous and sustained medieval extension of settlement opened vast 
mineral deposits near the surface. Uses multiplied. In the end, shallow deposits 
began playing out much more rapidly than methods and equipment for deeper 
mining were developed. Nef’s discussion of the generally free status of medieval 
miners, as compared with slavery and low esteem in ancient times, is most 
interesting. Another subject which he divests of countless illusions is that of 
regalian subsurface rights. 

But the most, informing chapter on medieval human relationships within a 
profession is that of Jones on building in stone. Somewhat like the merchant 
trading at a distance, the master or other mason typically operated largely out- 
side his home area. Hence he was unusually free from local regulations, The 
prevalence of wages, and of even quite large-scale contracting, have been 
recognized especially since the author and Mrs. Knoop published their 1933. 
study on the economic history of English stone building in late medieval and 
early modern times. This work got long and enthusiastic reviews on the Con- 
tinent. Jointly and individually, its authors have written much on the subject, 
but nothing which quite renders the service of this relatively brief synthesis. 

Chapter 6, by Eleanora Carus-Wilson, on the woolen industry from the 
Romans to the triumph of English cloth is an illuminating discussion of a key. 
subject. In the area around Flanders, the industry took hold because of the 
excellent wool and the situation for trade. Soon it outgrew the local supply of 
wool.’ English wool was the best, but there were competitors for it, clothiers in 
England itself eventually taking the major part and with it the market for 
cloth. Everywhere there veas some danger that mere craftsmen would become 
organized, force participation in public affairs, and perhaps even get control of 
city governments. Only in Flanders did this occur on a large scale, and it 
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occurred at a time when the goose tha: laid the golden eggs was itself struggling 
for survival. The author has stuck closer to woolens than Rörig did to fustians, 
in an account which is vastly broader in effect than one industry together with 
the trade in its raw materials and product. 

The extent and quality of the revisions presumably measure the importance 
of a volume such as this, consisting of syntheses by ranking experts. This book 
is well written, but: not for babes—it is highly condensed and presupposes 
either some knowledge of historv and geography or access to reference works. 
The advanced students, including teachers, to whom it is addressed first of all, 
will disagree with some judgments expressed. The reviewer thinks that some 
distortion has resulted from placing the chapter on northern Europe before 
that on southern Europe. Some factual statements may be questioned—nct 
very many, I think, for it is competent work. The volume will be read, and 
will influence beliefs and interpretations, for many years. This is my excuse for 
writing so many words about it, knowing full well that it must be read in order 
to gain any sound appreciation of it. 

l M. M. Knicut 

University of California 

Berkeley 


` The Browns of Providence Plantations: Colonial Years. By James B. HEpcxs. 
(Cambridge: Harvard University Press. 1952. Pp. xviii, 379. $6.00.) 

This book, the first o? a projected three-volume history of the family, carries 
the story of the Browns of Providence Plantations from the date of the first 
ledger entry by Captain James Brown on October 9, 1723, down to the ratifi- 
cation of the federal constitution by Rhode Island in 1790. In tracing the 
business activities of the family through these years, the author has drawn 
upon an unusually complete collection of letters, journals, réceipts, invoices, 
and contracts. The result is a significant contribution to our understanding of . 
the colonial business man; one that compares favorably with William T. 
Baxter's study of The House of Hancock or V. D. Harrington's book on The 
New York Merchant on the Eve of the Revolution. 

Like most of their contemporaries among the colonial merchants, the Browns 
were ready to consider almost any venture that gave promise of financial re- 
ward. This led them to engage in such diverse activities as trading along the 
Atlantic and Gulf coasts and with the West Indies, hauling slaves from Africa, 
writing marine insurance, trading with England, sending out whaling expedi- 
tions, trafficking with the enemy, blockade running, and privateering. But the 
Browns were more than merchant shipcwners. They started grinding cocoa 
beans as’ early as 1752, their spermaceti candle works were in operation in 
1753, and in 1755, they took the first steps leading to the construction of an 
iron manufactory that began turning out pig iron-and hollow ware a year later. 
In fact, by 1765, “. . . the Browns had become manufacturers first and 
merchants second. When capital was available for business expansion, it went 
not into a larger merchant fleet but into another branch of manufacturing” 


(p. 123). 
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These various activities are described in considerable detail and much new 
information is made available, especially in the chapters on the manufacture 
and distribution of candles and iron products. The author brings out very 
clearly how the diverse parts of the business were all integrated into a well 
funccioning administrative unit. . Multiple operations were in themselves in- 
surance against risks that attended almost every phase of ‘operations. The 

Browns were skillful i in adapting their business to circumstances that changed 
frequently and sometimes violently, .. i 

According to the author, the members of the family were not Cee with 
any uncanny ability to foresee the future turn of events. “The secret of their 
long-sustained success lay. ‘primarily. in the personal qualities and business 
methods of the family” (p. 329). Careful planning went into providing leader- 
ship from one generation to the next. “A younger brother, a son, or a nephew 
well trained by his elcers: was always ready:to assume the responsibilities of 
leadership at the proper time" (p.. 329). Interest in perpetuating a family 
business prompted a subordination of short- term profits to-a long-run view of ' 
operations. No important move was undertaken without careful planning, be 
ita project to corner the tobacco supply for shipment to Surinam, or a decision 
to equip a privateer. These same considerations apparently account for the 
fact that the Browns were seldom innovators in the strict meaning of the term. 
Obadiah Brown in 1736, was the. first Providence merchant to engage in the 
slave trade, but this was long after. the Newport captains had shown the way. 
The Browns were not the first to manufacture spermaceti candles in the new ` 
world and they drew heavily on the experience of Pennsylvania iron producers 
in the construction and operation of their own furnace. 

These points are- well made and emerge logically from the more detailed 
accounts of the business. There. are, even.so, some aspects of the family’s poli- 
cies and practices tha: are not entirely clear. Why, for example, did the Browns 
trade with the Dutch rather than the British West Indies? Why were their first 
connections in England. with: merchants in Liverpool and Bristol and not 
London? Was this, as one reviewer has suggested, because the Browns did not 
belong to the elite class of colonial merchants, came from Providence and not 
from ‘New Port or Boston, and lacked proper social and governmental con- 
nections? Would missing: records or a closer examination of existing documents 
give a clearer picture of the business arrangements within the family and with 
outsiders on particular _ypntures? Is the impression gathered from the narra- 
tive correct, that, „at. no: time. after 1723 -was. the raising of capital funds a 
limiting factor on expai ding operations? Could such funds always be pro- 
vided from within. the business or when the Browns joined with others on par- 
ticular projects was it th obtain financial support and not simply a measure 
designed to distribuze risks? 

But the raising of these questions is, ` more ‘of a tribute than a criticism of a 
study that by its excellence makes us eager for. others of equal quality. 

. i i Haxorp F. WILLIAMSON 

Northwestern University ` 23 y 


1 Bernard Bailyn, “Hedges’ Browns: Some Thoughts on New England Merchants in the 
Colonial Period.” Explorations in Entrepreneurial History, May 15, 1952, IV, 229-83. 
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Studies in British Financial Policy, 1914-25. By E. Victor Morcan. (New 
York and London: Macmillan. 1952. Pp. xii, 380. $6.50.) 


Of interest primarily to the specialist in British finance, these studies are 
also of interest to the general student of “defense economics.” They tell the 
much-told tale of the great changes that came over the British financial 
economy from the outbreak of World War I to the return to gold in 1925, but 
tell it with the help of previously unavailable data and the better analytical 
tools that are a legacy of the “Keynesian revolution.” 

The book is divided into four parts. Part I, “Preliminaries,” describes the 
financial crisis following the outbreak of war and the emergency measures 
taken to combat it; the growth and abandonment of “direct” wartime con- 
trols; and gerieral movements of economic activity over the entire period. Part 
II, “Government Finance," deals with expenditure, revenue, borrowing and 
conversion operations, the changinz structure and distribution of the national 
debt, and movements of interest rates. Part III, “Money, Credit and Prices," 
describes the wartime currency arrangements, and the activities of the Bank 
of England, the money market firms, and the joint-stock banks. The chapter 
describing price movements includes a useful analysis of the “mechanism of^ 
price changes” along modified Keynesian lines. Part IV, “External Problems,” 
analyzes the balance of payments on current and capital account, external 
wartime borrowing and lending, and exchange rates. A concluding chapter 
summarizes the findings of the studies as a whole. 

The presentation and derivation of statistical series and estimates occupy a 
very large number of pages. Only the hardy explorer of the jungle that is 
British financial statistics will find these fascinating. One can only see the 
importance of the book by reference to its final chapter. Yet there, as well as 
tucked in among the statistics, are judicious criticisms of financial policy and 
generally well-balanced judgments of the importance of various causal factors 
in the inflation, the deflation, and the mid-twenties slump. 

The author’s main conclusions can be briefly summarized. “Budgetary policy 
was the major cause of the steep price rise of 1915-17 and of the controlled 
inflation which continued during the closing phases of the war.” (It is-evidence 
of the progress made in the theory of wartime finance that only a generation 
ago the British government thought it "sound" wartime finance to impose new 
taxation only sufficient to meet the rising interest charges and a sinking fund 
-on the increased national debt.) Fiscal policy is seen as an active inflationary 
force only up to mid-1917, however; thereafter “the deficit played the role not 
of creating new demand, but of sustaining the Government's existing purchases 
in the face of rising costs." During this latter period Morgan considers the 
main weakness to have been uncontrolled wages. l 

Monetary policy, while fumbling, is seen as only a minor villain in the war- 
time inflation. “It is one of the main theses of these studies that money‘and 
credit exercised a permissive rather than a causal influence." The Bank of 
England was hampered in its monetary control by án influx of gold and “auto- 
matic” issue of currency notes and Ways and Means Advances to the Treasury. 
But, in the main, technical devices and Bank-Treasury co-operation overcame 
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these difficulties. There is no suggestion that monetary policy could have done 
much more to prevent inflation. 

In the brief postwar boom, Morgan finds, “Government finance . . . ceased 
to have any directly inflationary effect.” Direct controls were relaxed too soon. 
Interest rates, though very high, were perhaps not raised high soon enough. 
But the boom was mainly brought about by rising consumption expenditures, 
a burst of private investment, and a sharp change to a large favorable balance 
on current international account, conditions largely beyond practical control, 
by monetary policy. 

Morgan criticizes mast severely the handling of the slump of 1920-21,-and 
the semislump of 1922-25. Substantial budgetary surpluses aggravated the 
malady, as did the maintenance of high Bank and market interest rates in 
1920-21. “The extreme eagerness” to reduce the short-term debt by funding 
operations, an attitude based on “a widespread misunderstanding: of the 
dangers associated with the floating debt” was especially injurious. “Once the 
boom had broken, spending required not restraint but stimulus.” A more 
liquid debt structure and further broadening of the cash base “would have 
done nothing out good.” 

Morgan finds little evidence, on the other hand, for the view that monetary 
policies aimed at a return to gold at prewar parity were a serious depressing 
influence in 1924-25. “Both deposits and advances were maintained at high 
levels and short-term rates were moderate, while the fact that long-term rates 
were higher than before the war was due to conversion operations rather than 
banking policy." Here, it seems, Morgan has failed to give proper emphasis 
to the trade-disturbances caused by the rise of sterling. He rightly points out 
that the wartime destruction of Britain's short-term creditor position, and the 
worsening of her general trade position, were serious difficulties regardless of 
the level of sterling. But this further impairment of Britain's competitive 
position, plus the greater measure of domestic monetary and fiscal austerity 
required to achieve and maintain prewar sterling parity, certainly aggravated 
these difficulties. 

Morgan’s gifts to the statistical jangle-tghter are substantial. He has ob- 
tained from the Treasury and the Bank of England hitherto missing data on 
such important matters as: the operations of the "British Treasury Account 
in New Vork" (through which was channeled a large part of Britain's external 
war finance) ; British wartime loan transactions with belligerents and neutrals; 
and wartime gold production and management. These hitherto secretive insti- 
tutions also provided Morgan with numerous pieces of technical informatior. 
bearing on their domestic operations during the war. (Still kept secret, inter: 
estingly enough, are such “vital” statistics as the nature of the securities held 
in the wartime “Currency Notes Redemption Account,” a complete breakdown `> 

-of “Government” and “Other” securities held by the Bank of England, and `. 
the amounts of wartime “Special Deposits" with the Bank.) 

On the basis of these new data, plus judicious use of published statistics and 
earlier studies, Morgan makes many improved estimates. Such include: internal 

“wartime government expenditures and revenue; the impact-of the war on the . 
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distribution of holdings of the national debt; a complete wartime balance of 
payments on current and capita: account; and the wartime deterioration of 
Britain's net short and long-term: creditor position. Morgan’s work will be a 
valuable source book for close students of British financial history. 

. Jamés 8. EARLEY 
University of Wisconsin 


Economic Forces in American distory. By GxoRcE Sour. (New York: 
William Sloane Associates. 1952. Pp. viii; 568. $4.75.) . l 

The structure of George Soules: economic history of thé United States is 
unusual. The first 218 pages (Pa-t:I) relate to developments prior to 1900, 
while a larger portion of the text, -he next 313 pages (Part II), covers imerély 
the first half of the twentieth cen .uiry. The emphasis on recent history is ex- 
plained by the author as the resu t of an endeavor to illuminate the current 
scene, which exhibits a much grea:er complexity of the economic process than 
do thé earlier years. The first part-of the book begins with a brief chronolog 
of events up to 1900. This is followed by a statement of seven themes for the 
period and an equal number of chapters—one dealing with each theme and 
each introduced by a short summery. In Part II the order of presentation is 
reversed: seven chapters dealing w:th particular topics are followed by a four- 
chapter chronological cóverage of tle post-1900 period. s 

To present a detailed discussior- of the most important topics and at the 
samé time to make the reader conscicus of. the broad aspécts of development 
is the most difficult task of the histcrian..Each-section of Soule’s book, whether 
it is a discussion.of one topic ovez time or a general chronology of events, 
provides a good descriptior supplemented by an adequate amount of what 
might be called “short-run” analysis. The book is essentially.a collection of 
very g good essays, which are not effectively tied together—as far as this reader 
is concerned— despite the author's use.of chronologies. * 

The failure to give the reader a feeling of economic development is is a serious 
defect and has a ‘two-fold basis. Par- I1 is quite independent of Part I; it is as 
if the post-1900 events had no rela ion to those that preceded. Secondly, the 
author neglects to stress the broad anderlying forces that account for general 
developments. His explanations of devélopments are’ in terms of short-run 
phenomena. A prosperous period, fcr example, is éxplained in terms of what 
has taken place in the immediate past (or takes place as prosperity grows). in 
agriculture, in certain specified manufacturing industries, étc. But, except for 
a chapter dealing with technology, ro more than passing references are made 
‘to long-run forces of development. Nc stress is laid on the widening of the 
market for goods that occurred as a result of railroad expansion, and no con- 

: nection is built between the widenec market and. a number of phenomena of 
the late 19th and early 20th centurzs: the “trust” problem, the labor prob- 
lem, various problems of urban growth, and so forth. Concerning the auto- 
mobile, it is just as necessary, it seems to me, to write in terms of the wider. 
market it has given labor and the numerous long- -run repercussions of such a 
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widened market, as it is to write in terms of the changes in the demand for. 
(and supply of) automobiles and the repercussions of these changes on a phase 
of a givén business cycle. The latter Soule does well; the former gets no atten- 
tion. Such omissions give the book a lack of unity that evolutionary threads 
would provide. 

In many ways the presentation is very good. After the reader gets over the 
first few pages of “fine” phrases, the separate chapters will appear as excellent 
essays. This is particularly true of the chapters of Part II where the author 
treats technology and the volume of production, various aspects of national 
income, the réle of money, international economics, the labor force, the ups 
and downs of the farmers, the relations between government and business, and, 
the évents of the last fifty-years in a well-organized running account. Some 
readers máy object to the favorable attitude toward the increasing rôle of 
government in the economy, but only ardent opponents of intervention will be 
offended. The short-run forces are very well handled, but the scant treatment 
of the long-run, basic, fundamental forces is disappointing in a book entitled 
Economic Forces in, American H istory: 

HE G. HrBERTON. Evans, Jr. 
The Jolms Hopkins Urner say, 


Report on Cuba. Kepari of a Mission of the International Bank for Recon- 
struction and Development. (Washington: International Bank for Re- 
construction and Development. 1951. Pp. xxiv, 1,049. $7.50.) 


This book, the work of sixteen authors who comprised an International 
Bank Special Mission under Francis A. Truslow, is a virtual encyclopedia on 
the-econorxy of Cuba. There are chapters on topics ranging from Mineral Re- 
sources to A Bag Mill for Cuba. The first two chapters present the diagnosis 
and recommendations, while the remaining 48 chapters cover specific problem- 
aréas that are relevant to an analysis of the development task in which Cuba is 
engaged. The book abounds with CSPE material of significant reference 
value. 

As wou-d be expected, sugar is the target: of exterisive critical analysis. The 
dominant theme is that too largé a part of Cuba's total economic éffort is in 
sugar and not enouga in a diversified list of other products. Sugar is a seasonal 
industry, offering employment mainly over a period of four months beginning 
in the middle of winter. Moreover, the product is subject to the vagaries of 
price flucczuations traceable to Cuba's rôle as a residual supplier in the world 
market. By diversifying its output, Cuba could make more, effective use of 
labor resources, reduce the impact: of varying prices and export outlets for 
sugar, and pethaps moderate the disincentives óf the unehterprising gambling 
spirit ‘tha: is said to be a by- produch of heavy reliance on the changing fortunes 
of sugar. 

A variation on the máin theme is labor policy, jarabi the high wagé 
demands and featherbedding that charactérize cohtemporary Cuban labor. 
Such labor demands and practices, we are repeatedly told, constitute a stum- 
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bling block to industrial and agricultural diversificacion that is only second in 
importance to the-national habit of pinning hopes 5n sugar. If there is any- 
thing to the idea that wage levels are established in export industries, however, 
it seems to me that the complaints of Cuban development enthusiasts and the 
Mission really demonstrate the strength of sugars comparative advantage 
rather than many of the things mentioned in this Refort. 

Another point that recurs throughout the volume i: the reluctance of Cubans 
to invest their savings in ways that accelerate the economic diversification of 
the economy. There is too much investment in real estate and American se- 
curities, and too great a propensity to hold idle balances. But are rates of 
return, the necessary allowances being made for special (and very great) risk 
factors, really more attractive in many of the lines that accord with the diver-’ 
sification thesis? Since there is little in the Report to indicate that the motiva- 
tion of Cuban investors is significantly different fron that of our own people, 
one wonders whether anything like the appropriate zllowance for risk is made 
by those who are critical of Cuban investors. In fairness, however, it should be 
pointed out that the Mission calls attention to the need to improve the invest- 
ment climate in Cuba. If this is done, and it can onlr be done by the Cubans, 
perhaps the resulting pattern of investment in due ccurse will yield the much- 
desired returns in terms of a solidly based diversiication of the economy. 
Domestic (gross) savings, incidentally, averaged about 13 per cent of Gross’ 
National Product during 1945-49 (p. 516)—a fairly respectabie figure, even 
after'allowance is made for the favorable position cf sugar at the time. Al- 
though such an investment climate would do much to facilitate augmented 
foreign investment in the country, the Report is strangely silent about this 
aspect of the development problem. 

Mention may also be made of several of the more important general recom- 
mendations of the Report. It calls for a re-examina-ion of Cuban-American 
tariff preferences, urges that steps be taken (despite the restrictions of bi- 
lateralism) to expand the sale of sugar in Europe, recommends (with praise- 
worthy emphasis) against the establishment of a stee industry in the light of 
resource deficiencies, market size, and economic p-oximity to the United 
States, advises that policies should continue to stress the value of exchange- 
rate stability without exchange control, and recommends that monetary and 
fiscal measures which aim at general economic stabili:y be restricted-to those 
that are consistent with exchange-rate stability. 

One misses a general statement of the theory of economic development, 
especially in its application to Cuba, a country that is among the most de-. 
veloped of the underdeveloped areas. If a chapter or two had been devoted to 
such a theoretical statement, readers would have been able to obtain a clearer 
idea of the Mission’s conception of the development problem. We are all for 
economic progress in the form oi rising per capita production, especially when 
it is not entirely or mainly at the expense of others thzn the nationals benefit- 
ing therefrom. In particular, such a theoretical statement would have been 
helpful by setting forth the chief assumptions. involved. Moreover, I venture 
to assert that if a careful theoretical statement of abont 5 per cent of the size 
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of the volume had been written, much of the descriptive material would have 
told a more persuasive story, the alternative opportunities for using labor 
during the “dead season” in sugar production would have been stated more 
effectively, the length of the Report considerably shortened and repetitive 
material omitted, and the necessarily ‘slow process of development more clearly 
demonstrated. The last point in particular deserves emphasis. Strong emphasis 
on-the process of development would have integrated the various parts of the 
Report anc indicated in a more logical way the responsibilities of individuals, 
firms and governmen: if given objectives are to be met. There is every reason 
to believe, however, that the volume should have more than a modest guidance 
value to tbe leaders of the Cuban community upon whom, in the last analysis, 
the task of development falls. 

: VIRGIL SALERA 
Washington, D.C.: 


s 


The Economic Development of Guatemala. Report of a Mission sponsored by 

the Internationzl Bank for Reconstruction and Development in collabora- 

` tion with the Government of Guatemala. (Washington: International 

Bank for Reconstruction and Development. 1951. Pp. xviii, 305. $5.00.) 

Public Finance and Economic Development in Guatemala. By Jonn H. ADLER, 

EucENE R. SCHLESINGER AND ERNEST C. OLSON, in collaboration with 

the Research Department of the Banco de Guatemala. (Stanford: Stan- 
ford University Press. 1952. Pp. xix, 282. $5.00.) : 


An International Bank Mission, headed by Dr. George E. Britnell, has sur- 
veyed Guaiemala’s potentialities for development “in order to enable the Bank 
to make ~ecommendations with respect to the general directions in which such 
developrrent could be most fruitfully undertaken and the conditions required 
for its success." In the report, published by the Bank, the Mission states that 
its development program has been influenced by three criteria. It has en- 
deavored to allocate resources, first, "into fields which promise early . 
improvements in income and the standard of living"; second, into fields which 
promise cumulative improvements in income and the standard of living; third, 
to accomplish these: two “without imposing an excessive strain on the country's 
ability to maintain a sound balance of payments position." 

Accordingly, top priority is given to the promotion of coffee, the main export 
crop, and to the mechanized development of the richest but underutilized food 

-producing area. Coffee production offers the greatest possibilities for early 
returns and is alsc the “outstanding potential source of the increased revenue 
and foreign exchaage needed to carry out a national development program." 
At the end of the tenth year of the proposed plan, the Mission expects coffee 
exports to be fifty per cent greater than the present level. The highway de- 
velopment plan, which accounts for a large percentage of total development 
expenditure, is also designed to facilitate the rapid expansion of valuable out- 
put which will produce foreign exchange quickly. The mecharized food pro- 
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duction program is expected to provide “a prompt and substantial increase in 
foodstuffs at reduced prices . . . [and] a better supply of raw materials for 
industry.” l 

The first criterion which influenced the Mission’s recommendations is an 
application of the marginal analysis and, by definition, will produce the great- 
est addition to real national income that could he ohtained from given re- 
sources at any one time. The third criterion is uscd more as a note of caution 
limiting the scope of the development program than as a guiding principle for 
determining the desirable: contents of that program. However, the marginal 
principle (first criterion) is not necessarily compatible with the growth 
(second) criterion. For example, if instead of being invested in conformity 
with the principle of short-run marginalism, more capital were invested in 
developing an economic structure which would yield a higher rate of growth 
than existed formerly, although the level of real national income would be 
lower in the short run, it would be higher in the long run. 

As indicated, criteria one and three, based upon marginalism and pru- 
dence, are quite adequately satisfied in the plan; but how much emphasis 
has. the Mission placed upon its second criterion? Tke growth criterion may 
hest be satisfied if a “concatenation of industries’ is developed. Such a 

“concatenated” structure has these attributes: first; an increase in the output 
of any one consumers’ good or export, x, may increase the demand for and the 
‘ output of other domestically produced goods which, in turn, react back and 
stimulate the demand for and the supply of x. The process then’ repeats itself. 
If the supplies of the various consumers’ goods act as incentive goods to the 
other producers, or if the demand for the consumers’ goods is complementary, 
such a concatenation may easily occur. Moreover, it should be possible for 
any major industry to serve as the initial stimulus for the expansion of the 
rest, in contrast with an export economy where the fates of the.other forms of 
economic activity are completely dependent upon the vagaries of the export 
crops. ` . 

Secondly, the “concatenated” industries utilize a large volume of inputs 
which can be produced, or are available, at home. Whenever thé output of 
consumers’ goods is stimulated, in the. manner just cescribed, further pro- 
duction or fuller utilization of inputs is induced. Additional incomes are 
thereby generated and the relatively unskilled and underutilized labor force 
may obtain further training. "This, in turn,. enables real incomes to grow 
further since increased ‘output of ‘Boods and ‘exports may be stimulated either 
by higher incomes or by greater productivity of the inputs. Thus, the growth 
process is started over again. Such an economic structure does not necessarily 
involve any contempt for the principles underlying the gains from trade. Need- 
less to say, this is not a short-run process, especially in backward areas; but 
is the process of growth ever a short-run affair? 

Given this analysis, how far has the Britnell Mission’s plan been influenced 
by its growth criterion? The Mission gives top pritrite to the development 
of coffee, corn and cotton production, but is noncomrittal concerning the 
priorities of industrial growth. Thereby, the plan's ability: to sadsly the 
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Mission's growth criterion is somewhat lessened. Food, exports, cotton and 
textiles are mildly “concatenated” to provide the foundations for economic 
growth in the sense discussed above. However, the Mission does not specify 
that the development of the textile, shoe and leather industries should receive 
priority over the development of the beverages industry. The choice as to 
which industrial products are to be developed is an important one. An eco- 
nomic structure based upon the coffee, food, cotton, textiles, shoe and leather 
and livestock industries may very well satisfy the growth criterion. On the 
other hand, an economic structure based on coffee, food and beverages may be 
unable to satisfy this-criterion. The fortunes of coifee will affect those of the 
latter two; but it is difficult to see either how an increased demand for food or 
beverages might be induced any other way, or how an increased demand for 
one of the latter two could stimulate substantial growth in the others. What 
domestic inputs would be stimulated, and would such a structure provide 
training for labor? . 

The heavy orientation of this medium-run program "awards criteria one 
and three may not be unjustified since it may be necessary to increase the 
relative emphasis upon projects which mainly satisfy these criteria, i; the most 
desirable projects according to the growth criterion are unable to cope ade- 
quately with the foreign exchange and inflationary dangers. A long-range de- 
velopment-program, however, should definitely place major emphasis upon 
the growth criterion, since the main value of a development program is its 
ability to create an economic structure which will generate its own rate of 
growth at a higher level than existed formerly. 

This interesting report will probably be read by many people who will be 
called upon to implement development programs in Guatemala and in other 
countries. Such people, particularly, would profit more from the Mission's 
report if it had, developed more fully the factors which influenced its decision 
to place major emphasis upon criteria one and three instead of upon the growth 
eriterion. ME 
-> The authors of the second volume under review have undertaken a type of 
study which is essential to a rational formulation of any program for economic 
development, Their study examines the impact of.the Guatemalan fiscal opera- 
tions upon the economy, the effect of these operations on the rate of economic 
development, and the extent to which the fiscal system can contribute to eco- 
nomic development. Since an important way in which fiscal policy may in- 
fluence the rate of economic growth is through its effects upon the profitability 
—both before and after-taxes—of different industries, the authors devote some 
attention to the impact of the fiscal system on business. Here, they analyze the 
effects of taxes upon resource allocation by .determining the difierent tax 
burdens borne by various industries and the effect of the tax structure upon 
the form of business organization, the size of business firms and the structure 
of producticn. Tr $ e T l 

An extremely suggestivé and interesting observation is made concerning an 
indirect relation between the tax system and the structure of production. Since 
the ‘market structure is very conducive to tax shifting—about eighty per cent 
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of the total business taxes are shifted to consumers—it is concluded that taxes 
weigh most heavily upon products having high inccme elasticities of demand. 
From this, one may infer that inferior goods consumed by the nonbusiness : 
sector, which bears the incidence of these taxes, an luxury goods, consumed 
by businessmen (in the broad sense of the term) who shift these taxes, would 
gain from taxes which could be shifted, while taxed products which have very 
low price elasticities of demand would not suffer very much. Unfortunately, 
the available information precludes any more definite statement as to which 
products would be affected by these indirect effects However, if the products 
which are hurt by these taxes are those whose development the government is 
trying to stimulate, then the use of such taxes may be inimical to the govern- 
ment’s economic development program. On the other hand, in Guatemala 
taxes which can be easily shifted curtail consumptior: and thus may be effective 
anti-inflationary devices. Therefore, it is to be hoped that the authors may in. 
a future study evaluate the desirability for economic development of a tax 
structure which is based heavily upon taxes which can be easily shifted. 

Fiscal policy can also influence the rate of economic growth by combating 
inflation, which often is induced by a development program, and by mitigating 
the impact of cyclical fluctuations. The authors, therefore, raise three basic 
questions to be answered in the latter part of the book which is mainly con- 
cerned with aggregates. First, is the revenue system “adequately flexible for a 
process of gradual expansion of general economic activity without inflationary’ 
price increases?” Second, is the present fiscal system capable of stemming “an. 
inflationary tide" which may result from development? Third, what is the 
“proper degree of revenue flexibility" if the impact of cyclical fluctuations is 
to be mitigated? 

Since a large part of the revenue depends upon the volume of imports which, 
the authors believe, increases more than proportiorately with.real income, it 
is stated that the fiscal system is sufficiently flexible to finance the gradual 
growth of output, if inflation is avoided. It is, therefore, maintained that a 
strong case can be made for continuing to rely heavily upon the yield from 
import taxes as a major source of government reven je. It is to be feared, how- 
ever, that this policy recommendation may be misunderstood by the fiscal 
authorities. The case for a continued heavy reliance upon import taxes must 
presuppose that exports will grow proportionately "with imports. Such a pre- 
supposition is not without justification because a large growth of exports is 
planned by the Britnell Mission in the near future. But, how long is this 
growth of exports likely to continue? If imports tead to rise more than pro- 
portionately with real income and if exports do rot, will not the resulting 
balance of payments difficulties force the volume of imports to conform to the 
available foreign exchange reserves? Import tax revenues will not be able to 
continue to grow at the present rate since the grovth of imports will be re- 
strained by government decree. Furthermore, it is probable that a long-range 
development program will reduce the relative growtF of exports to real income. 

Therefore, since the long-run growth of exports cannot be assumed to equal 
the growth of imports—before government interven:ion—the fiscal authorities 
should be cautioned that they may be forced to modify the tax structure, 
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gradually, to rely less heavily upon import duties for a major part of govern- 
ment reventes. f 
The authors’ analysis of the “proper degree of revenue flexibility” to miti- 
gate the impact of cyclical fluctuations, and of the revisions in the tax structure 
which are designed to correct an inflationary problem, are further examples of 
how their policy recommendations and analyses give thoughtful consideration 
to the unique structure of underdeveloped countries and avoid the facile 
application oi the usual economic rules of thumb which have emerged from 
the experiences of industrial countries. 
Jerome L. STEIN 
Wesleyan University : 


Evolución Histórica de la Industria Siderurgica Chilena e Ibero-Americana. 
By Carros SancuEz Hurrapo. (Santiago, Chile: Editorial Nascimento. 
1952. 2p. 398.) 


There are iew Latin Americans today who do not want to industrialize their 
countries. Those who oppose the establishment of heavy industry—specifically 
an iron anc steel industry—are almost as uncommon. There are now iron and 
Steel industries, or more or less well-advanced plans for bringing them into 
existence, in Brazil, Chile, Mexico, Argentina, Colombia, Peru, and Venezuela. 
Even the smaller nations are thinking in terms of establishing metal fabricat- 
ing industries. The iron and steel industry has come to represent economic 
maturity in the southern republics of the hemisphere. 

The present volume deals with this problem in two parts. The first is a 
study of tke development of the iron and steel industry in eight countries in 
South and Middle America other than Chile; the second and larger half con- 
cerns the development of that industry in the shoestring republic. The author, 
a Chilean, is particularly interested in the development in his own nation, and, 
is concerned with the industry in the other countries principally in so far as it 
throws light on the situation in his own. 

Sanchez Hurtado is an enthusiastic supporter of the new Huachipato steel 
plant which first entered into production in Chile in 1950. He examines with 
considerable care the problems which have faced this enterprise, and how they 
are being overcome. For instance, he looks at the prospective markets for the 
plant's prcducts, concluding that a large enough market is likely to exist in 
Chile for a plant of the present capacity oi Huachipato, and hints that in 
time there may even be sufficient markets in Chile and the neighboring coun- 
tries for a piant capable of producing at the most efficient capacity, according, 
to United States standards, which would mean a plant about three times the 
present size of Huachipato. His analysis of this possible expansion of plant 
rests fairly heavily on the likelihood of an export market for a considerable 
amount of output in Argentina, which will probably never have an iron and 
steel industry capable of meeting its own needs. It rests less heavily on the 
possibilities of exporting to the neighboring countries of the Pacific coast of 
South America. d 

The author examines the raw material situation of the industry, analyzing 
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Chile’s resources of iron, coal, electricity and other required products, Al- 
though there is plenty of iron, and of most of the others, the possible Achilles 
heel is coal. E 

Problems of location, and difficulties in obtaining a labor force and technical 
skill, are also discussed. Finally, Sanchez Hurtado describes in some detail the 
financial arrangements which were máde with the Export-Import Bank. He 
stoutly defends the terms of the agreement with th» Eximbank, terms which 
because of their requirement that American engireers and technicians ad- 
minister the plant in its five years, have come in for a gřeat deal of attack in 

' Chile. 

This study is a product of the Seminar in Economics of the Univetsity of 
Chile, This seminar, directed by some of the country's leading economists, has 
been responsible for some of the best studies of Latin American economic life 
which have been made. The present work takes its place as one of the most 
distinguished of these research projects. It is schólaily in its research and 
ope It has an exceedingly useful DI appended. 

ROBERT J. ALEXANDER 

Rutgers University 


The Economic EN, of Iraq. Report of a Mission organized by the 
International Bank for Reconstruction and Development at the request of 
the Government of Iraq. ANR Johns Eopkins Press. 1952.. Pp. 
xi, 463..$5.00.) 

This report might have been suib-titled: The Art of Soeiiditig Large Funds 
Wisely, or, Inflation in Moderation. The International Bank’s mission to Iraq, 
headed by Ivar Rooth, with John C. de Wilde as chief economist, had the . 
unique and enviable task of making recommendations for am economic de- 
velopment program in a situation in which the prcblem is not à cramping 
shortage of funds but, rather, the effective use of : a virtual ced of revenues for. 
development. 

In accordance with an agreement reached in 1951, the three internationally 
owned oil companies operating in Iraq have. undertaken. to raise oil output, 
which amounted to 6 million tons in- 1950, to some 30 million tons per year by 
the end of 1955 and to turn over to the Itagi government half of the profits 
before the deduction of taxes. On this basis it is anticipated that over a five- 
year period the government may receive net revenues amounting to as much 
as 214 million dinars from oil alone. (One Iraqi dinar equals £ 1 or $2.80.) 
Under the terms of a law passed in 1950 all such oil revenues are to be used 

"for developmental purposes. 

To carry out the proposed five-year program, de government :will have “to 
gear itself” to an annual rate of development expentitures which at the end 
of the period will need to be about ten times the total public capital outlays 
(ID 5,200,000) in 1950-51. The mission's report strésses the dangers involved 
and certain of the basic requirements. ‘The experience of other countries in 
process of development illustrates that it is not easy to-spend money rapidly 


BOOK REVIEWS 425 


id 
and efficiently on. well-conceived projects. .. . Such a rate of expenditure will 
be achieved only with great effort and by careful planning." 

The mission’s majo- préscription for preventing a severe and disruptive 
wage and price inflation is for the government to allow liberal use of its 
sterling income from oil to pay for imports. Measures to curb credit expansion 
are also proposed. La-king reliable information at almost every point, the 
mission must skirt many: of the critical issues: Granted the wasteful use of 
manpower on the land, can a sufficient labor force be recruited rapidly, and 
can it be done without a serious drop in agricultural production? Certain types 
of skilled labor are already in short supply; will the development projects 
tend to siphon off this supply and disrupt the existing industries and services? 
In the face of the obvious difficulties posed by the unprecedented situation 
and the lack of information, the:mission provides a thoughtfully conceived 
set of general guide-lines, including a recommendation that a committee of 
economic experts be formed to keep watch on the nature of the changes that 
the economy is undergoing to provide a basis for more detailed planning. 

The report provides a brief, but careful, analysis of the underlying economic 
problems of tae country and a detailed description of the major problems and 
potentialities within: tae agricultural and industrial sectors. Iraq has a rela- 
tively rich natural resource base. In addition to its fabulous oil resources, 
it has a vast land frontier. Official. estimates suggest that the amount of 
“cultivable” land is almost three times that under cultivation. Projects for the 
storage of the flood waters of the Tigris and the Euphrates can open up large 
new areas for settlement, while the drainage of lands which have deteriorated 
owing to salting oe do much to raise the present low productivity of agri- 
culture. 

Industry is as yet. little Sait! but here too the mission finds condi- 
tions favorable to fairly rapid expansion. In oil and natural gas the country 
possesses a cheap source of power and fuel as well as an important source of 
raw materials. An éxpanding agriculture will provide a variety of materials for 
processing. The mission makes- specific suggestions as to what industries 
might be expanded and what new'industries might be established, based on an 
analysis of :he prospect for efficient production on a competitive basis. 

The existing transport system.is found to serve the present needs of the 
country adequately and, with the implementation of programs for improve- 
ment of the road network and the railway system, transport capacity should 
have no difficulty in meeting the growing requirements of agriculture and in- 
dustry. 

The great hurdles.to rapid economic progress are seen to be not in the 
- realm of natural resources and financing, but in the “underdeveloped” state 
of the human resources. and in the generally backward-looking and often 
exploitive institutional arrangements which dominate the Iraqi scene. The 
Iraqi fellah lives in the direst poverty and suffers from debilitating diseases; 
he is illiterate; ignorant and tradition-bound. Also, he is exploited (he some- 
times has to turn over as much as six-sevenths of his crop to the landlord) and 
he is overtaxed. 
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Throughout the report, the mission stresses the importance of improve- 
ments in the quality of the human resource. Several chapters are devoted to 
measures for raising the levels of health and education and expanding the basic 
community services. The most advanced thinking in these fields is drawn upon 
and the whole subject is treated with thoroughness and insight. An unusual ' 
feature of the report is a section on community planning and the róle it can 
play in improving the living conditions of the population and the efficiency of 
the public services. 

Far less satisfactory is the treatment afforded the hurdle to progress posed 
by existing institutions. The report refers to a few of the difficulties—for 
example, the tendency for new and improved land to. fall almost entirely into 
the hands of the big landowners, and the excessive, monopoly-creating protec- 
tion of existing industries—but the few minor changes proposed would seem 
to fall far short of providing for a "climate" in which the ambitious targets 
set could possibly be achieved. Here, cf course, is involved the difficult ques- 
tion of how far a “foreign” mission can and should go in discussing under- 
iying social, political and economic institutions. Under any circumstances, one 
might question the advisability of setting targets and proposing programs in- 
volving unprecedented rates of progress, especially for a country which for. 
many centuries has remained virtually static, without at the same time 
specifying fully the conditions for such progress. Expert missions have the 
opportunity—and, it may be argued, the responsibility—of treating prob- 
lems within their usually narrow terms of reference in a context which relates 
economic development to broad social issues-and provides a challenge to aim 
at progress on a truly broad front. Within its own terms of reference, the 
mission to Iraq has provided a competent and valuable report. 

Harvey S. PERLOFF 
University of Chicago i 


Challenge and Response in the Middle East. By HEDLEY V. Cooke., (New 
York: Harper & Brothers. 1952. Pp. xiii, 366. $4.00.) 

Recent events in the strategic Middle East should not baffle those who have 
read Hedley V. Cooke’s basic and timely study. The book explains in some 
detail the circumstances which underlie the unrest and revolution in Egypt, 
the thorny problems which stand in the way of a rational settlement of the 
Jranian oil question, the rapid strides which Israel and Turkey have made 
since the end oi World War II. 

Challenge and Response in the Middle East is an account of the economic, 
political, and social conditions of the area, showing how these conditions arose, 
are perpetuated, and what can be done to improve them. 'The book opens with 
an introduction and follows with chapters on each country of the region— 
Tran, Iraq, Syria, Jordan, Israel, Egypt, Turkey, Lebanon, Saudi Arabia, 
and Yemen. A chapter on regional planning and one on the future conclude 
the study. The country chapters provide, for each political entity of the 
area, factual and analytical material on the general background; the nature, 
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application, and the results of the various plans which have been made for 
economic and social improvement; and recommendations for future action. 

This study should appeal to a wide audience, and find a place on the reserve’ 
reading shelves of college courses in economics and geography. Both well- 
written and scholarly, it could be read with profit by those interested in this 
strategic region and America’s róle in international economic dévelopment. In 
particular, economic planners, the institutionalists, regional and agricultural 
economists, geographers, as well as development engineers, will be amply re- 
. warded by a study of this document. 

In part, this work is the story of what exaggerated emphasis upon national- 
ism, xenophobia, tradition, together with unenlightened class interest, can 
mean in terms of physical impoverishment. It is easy to see how the Middle 
East pattern of income distribution has retarded the rate of economic develop- 
ment, with its great inequality between very narrow upper and very wide lower 
limits, and with its heavy emphasis upon incomes from property as against 
those from personal effort. 

Hedley Cooke offers no pat solution for the problems of the area. Although 

he apparently favors the regional approach, he is cognizant of its pitfalls. He 
seems to have considerable confidence in the capacity of Point IV to aid in 
the development of the area—but one wonders, in view of the magnitude of 
the task, if sufficient funds are available to do more than scratch the surface of 
the problem. 
. Two possible avenues to the development of the area—private investment 
and trade promotion techniques—are not explored in any detail, although the 
investment experience of the oil companies in the Middle East and the results 
achieved by the American and European trade promotion programs afford 
good case material on both methods. 

The study sketches, somewhat too briefly perhaps, the work done by the 
Middle East Supply Center, an Anglo-American organization created during 
World War II to aSsure a minimum flow of essential goods to the region and 
to maintain its political stability. This organization, which had the confidence 
of virtually all groups of the area, was liquidated at the end of hostilities 
together with Lend-Lease. In view of the substantial achievements of the 
Middle East Supply Center during World War II, its continuation, together 
with Lend-Lease, into the post-war period might have proved of considerable 
aid in the development of the Middle East. 

Economic planners will find little solace, but much food for thought, in the 
` author's analysis. The Middle East has not suffered from any dearth of 
. planning. The plans, by and large, have not been carried out and this work 
spells out in some detail, the reasons for these failures. Institutionalists, on 

the other hand, will find much evidence in the pages of this book, of the power 
of the institutions— especially those of land tenure—to influence the level and 
_the pattern of economic, life. 

Hedley Cooke assembles and analyzes the results of recent scholarly inves- 
tigations and adds material and insight gleaned from several years residence 

in: the region as a Foreign Service officer. The result is a top-notch contri- 
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bution to our understanding of the problems of the Middle East, readably 
presented with objectivity and competence. 
E i i Max J. WASSERMAN 
-Howard University : ; 


The Soviet Financial System: Its Development and Felations with the Western 
World. By Mrxuait V. Convo. (Columbus: Bureau of Business Re- 
search, College of Commerce and Administration, The Ohio State Uni- 
versity. 1951. Pp. xiii, 230. $4.00.) : 


‘This book is notable for the fact that it represerts the: first attempt by a 
Western student in almost fifteen years to undertake anything like a systema- 
lic survey of the Soviet financial system. It seems cirious that this aspect of 
Soviet economic activity should have received so little attention in the West, 
particularly since this is one field in which the Sovie- government's restrictive 
information policy has been applied with relative leniency. A considerable 
volume of descriptive as well as statistical material or. Soviet finance continues 
to appear from Moscow. While this material is notcriously fragmentary and 
often difficult to interpret, it does presént the meticulous student with a promis- 
ing opportunity to examine and appraise the functicns of Soviet financé and 
its : role i in Soviet economic development: 

Professor Condoide's study, unfortunately, does not take full advantage of : 
this opportunity. Its positive contribution is a description of the legal-institu- 
tional framework of Soviet finance. On this level, it exémines the organizational 
structure and operational details of the banking and credit system, defines thé 
legal status of money and gold, describes the revenue and expenditure compo-- 
sition of the government budget and outlines the methods of financing foreign 
trade. The material is illustrated with a iair collecticn of summary statistics 
and supplemented by a detailed bibliography: and some interesting documen-^ 
tary appendix material. However, the usefulness of :his descriptive material 
is impaired by some notable omissions (e:g., no mention of the State Insurance 
System, no data showing outlays on “internal-security”), by factual inaccura- 
cies (e.g., faulty statements on savings bank interest rates and services, p. 45; 
wartime changes in tax rates, p. 96), by errors of interpretation (e.g., confu- 
sion between national budget end financial plan, pp. 77 and 160); and by 
some irrelevancies (e.g., 40 pages of text and appendix devoted to Soviet for- 
eign policies and violations of treaty obligations). 

In its analytic aspects the study is disappointing. In his attémpts to analyze 
the functional aspects of Soviet finance and to assign finance its propér rôle 
in Soviet economic organization, Condoide is hamperec by a superficial.under- 
standing of Soviet economic processes. His statements that “the allocation. of 
labor is authoritative" (p. 13), that. “all economic activity is financed by the 
state" (p. 20) and that "the state is the sole producer and distributor of 
coramodities" (p. 20) depict the central authority as a ubiquitous and omhip- 
otent decision-making entity and completely ignore tae important róle that 
decentralized decisions and nongovernmental organizations play in Soviet 
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economic activity. His comments on the functions of money, credit and prices 
are often vague and sometimes contradictory. Thus he claims, on the one 
hand, that “the government's investment plan is carried out automatically, as 
a result of the allocation of physical resources, no matter how it is financed" 
(p. 14), and concludes, on the other hand, that “Soviet banking, credit and 
monetary policies provided practically unlimited funds to promote industriali- 
zation; hence what provided employment was this spending and not planning 
as sometimes assumed" (p. 47). : 

In his analysis of financial policy the author shows.a tendency simply to 
reproduce, without further comment, thé ambiguous and cryptic official Soviet 
stereótypes which purport to explain the objectives and rationale of their 
financial operations. His efforts to probe behind these stereotypes show little 
insight. Thus, while he takes issue with the Soviet claim that gold reserves 
are related to the tempo of socialist development, he assumes that the pegging 
of the ruble to gold will make gold' reserves “to a much greater extent than 
heretofore; the foundation and security of the Soviet currency system" (p. 58). 
Condoide dwells at length on.past Soviet failure to hold in check the in- 
flationary forces generated by Soviet industrialization; but neglects to point 
out that, at least since 1948, the hard lessons of monetary instability seem to 
have been learned. In this connection, a discussion of the use of the budget 
surplus as à fiscal counterpart to bank credit creation, and other deflationary 
techniques applied by the Russians with conspicuous success in recent yn 
would have been welcomed. 

To the general reader, this book m may prove helpful as an introduction tó 
the financial institutions of the USSR; because of its analytic deficiencies, 
however, it cannot be recommended to the specialist. 

s Hans HEYMANN, Jn. 

The RAND Corporation : 

Santa Monica, California 


Labor in the Soviet Union. By SoroMoN M. SUNOS Ney York: Broderick 
A. Praeger. 1952. Pp. xviii, 364: $6.00.) 


Dr. Schwarz notes.at the outset of his book that he is toxsidering only 
certain topics within the larger field of subject matter which the title corinotes. 
His concern is with the theory and practice of Soviet labor policy in four 
areas: the labor market, ivages and. the standard. of living, hours and condi- 
tions of work, and social insurance. Furthermore; he deals only with that 
portion of the total labor force which works for hire, the "workers and em- 
ployees?' They comprise the overwhelming bulk of the industrial (and urban) 
labor force, but they are less than half of the total. 

If there is a theme in his book, it'is that Soviet labor in the four areas is 
far from as well off as it could be were official policy otherwise and as the 
Soviet press would have the people at home and abroad believe it is. This 
means something different in each of the areas, and the book can theréfore 
best be reviewed one area at a time: zi 
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Compulsory control is the aspect of Soviet policy in the labor market which 
receives most of the author’s attention. The discussion centers on the labor 
laws of 1938 and 1940. In certain of their provisions, designed to strengthen 
plant discipline.and curb labor turnover through “moderate” compulsion 
involving pressures and penalties, these laws are an extension of past laws. 
Schwarz describes the development of this type of legislation in great detail, 
giving special attention to its origin in the transition from the New Economic 
Policy to the First Five-Year Plan. In their more drastic provisions, however, 
the laws of 1938-40 represent “a fundamental change in the labor relation- 
ship" (p. 100): the introduction of workbooks, the establishment of a labor 
draft, provision for the compulsory transfer of certain skilled personnel, and 
the ordering of criminal punishment for quitting a job without permission of 
the employer. Even here, the author finds some precedence in earlier legis- 
lation. 

These laws gave to individual ministries and enterprises compulsory con- 
trol over the labor in their jurisdiction. Whether the absence of a central ad- 
ministration of labor control (except for the training program) made this 
compulsion any the less pervasive from the standpoint of the worker, the 
author does not clarify: “. . . practically all elements of . . . compulsory labor 
were at hand . . . lacking [only] an administrative setup to make it operate as 
a coordinated compulsory organization of work processes" ip. 119). 

On the question of postwar developments in the labor market, Schwarz 
is very brief. After noting that extraordinary measures adopted during the 
war were apparently dropped after 1947, he says only this: “The enforcement 
of the decree of .. . 1940 seemed . . . uncertain in 1945 and 1946. This... 
was ...a passing phase. The government . . . strove . . . io overcome the 
weakening of their rigid system . . . [and] in the field of labor policy . . . 
seemed ready for a consistent pursuit of the course . . . strikingly expressed in 
the ‘reform’ of June, 1940” (pp. 128-29). 

The chapters on wages and the standard of living cover the movement of 
money wages and consumer goods prices, in order to show what has happened 
to real wages since 1928. The presentation is detailed, but the author does not 
attempt, as others have, to consiruct an index from the incomplete price data. 
Consequently, his conclusions on the movement of real wages are in general 
terms: Real wages dropped about 50 per cent from 1928 to 1932, rose about 
20 per cent from 1935 to mid-1938, and then fell continuously until 1946. A 
rise after 1946 is still going on; but he is sure that real wages in 1928, 1938 
and probably even 1940 are “far from attained” at present. He summarizes 
the views of other analysts on this question and takes issue on certain points. 
Within an area of general agreement on developments since 1928, his is the 
relatively pessimistic view of recent wage trends. 

The author estimates that “socialized wages” (e.g., ile health) show a 
trend which more or less parallels the movement of real wages; therefore, “it 
can hardly be concluded that they . . . make up’ for the latter's decline" 
(p. 249). 

Three-quarters of the book is devoted to the sections above on the labor 
market and wages and living standards. The treatment of tre third subject, 
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hours and working conditions, includes the time-organization of production, 
from the seven-hour three-shift day with continuous work week used early in 
the plans to the present eight-hour day and 48-hour week; the practice of 
“socialist competition" (up to 1937); the widespread use of overtime and the 
violation of restrictions on the use of female labor (called a “decline in labor 
protection”); and the deterioration in work safety. On postwar developments 
the author gives only a summary impression, namely, that hours and the work- 
day are the same as in 1940, although overtime is probably not as prevalent, 
and that with respect to the decline in labor protection and safety, “a certain 
leveling off . . . seems to be in the making" (p. 303). 

The final section of the book, on social insurance, is a short but compre- 
hensive survey of legislation in the field. The theme is that social insurance, 
more than providing security for the worker, is a weapon in the drive to raise 
productivity and strengthen labor discipline. 

This book evaluates Soviet labor policy in terms of its effect on the Soviet 
worker, and it finds that the cost of the policy in freedom and material well- 
being has been very high. As a result, many of the goals of the revolution and 
the five-year plans are seen betrayed. Other books on Soviet labor have 
reached the same conclusions,’ but Schwarzs' treatment of the theme is note- 
worthy because he develops it more systematically, in greater detail, and 
with more documentation—and because he is able to include wartime de- 
velopments. (His treatment of the postwar period is a limited one, as noted.) 
Furthermore, the book has unique value in the person of the author, a lifetime 
student of Russian and Soviet labor, whose commentary on specific points 
and issues will be of lasting benefit to specialist and nonspecialist alike. 

In the end, on the grounds of both universal ethics and the lofty aims of the 

Bolshevik revolution, Soviet labor policy must be judged as Schwarz has 
judged it, in terms of “its impact on the every-day lives of workers and em- 
ployees” (p. vi), all other conditions aside. In the meantime, however, it must 
also be evaluated ¢if not judged) in terms of the chiefly impersonal ends 
which it was designed (also) to achieve—the increase of production and labor 
productivity, the lowering of costs of production, the effective distribution of 
the labor force, etc., in other words, the solution of the basic economic 
problems. 

Schwarz does not address himself to answering these questions, but he does 
touch on them frequently, a fact which may lead the casual reader to associate 
his secondery observations with the extensive foundation built to support 
his main theme. This may not always be justified. For example, while examin- 
ing the beginnings of compulsory control, he makes this observation con- 
cerning the labor market of the ’thirties, following the abolition of unemploy- 
ment insurance (1930): "the market automatism of labor supply and de- 
mand vanished" (p. 51). To accept such an unqualified statement, the reader 


The two most recent are*M. Gordon, Workers Before and After Lenin (New York: 
Dutton, 1941) and L, E. Hubbard, Soviet Labour and Industry (London: Macmillan, 
1942). The first puts the conclusions in even stronger terms than Schwarz does. The second, 
while reaching essentially the same conclusions, places them in perspective alongside other 
aspects of the total picture. 
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must be given as thorough a presentation of all the aspects of the labor market 
as he is of only one of them. Compulsory control ever labor distribution and 
discipline may have been the dominant (if not exclusive) factor in the 
“market” after 1940, but it does not seem to have been such in the middle 
thirties (according even to evidence elsewhere in this book). On the contrary, 
enough of the characteristics of “demand and supply,” as economists under- 
stand the term, were still evident prior to 1938-40, that the term may be 
"used as an apt g generalization of much of the market's activity. 

Warren W. Eason 

The Johns Hopkins University 


Economic Systems; Planning and Reform; Cooperation: 


The Cost of Industrial Movement. By W. F. LUTTRELL, assisted D. A. 
Cocutm, F. G. Daviwson, anc J. F. THomrson. Occasional paper No. 
xiv of the National Institute of Economic and Social Research. (New 
York: Cambridge University Press. 1952: Pp. ix, 104. $3.75.) 

In the British Coalition Government's famous White Paper on Employment 
Policy for a *High and Stable" Employment, and in the policy of all subse- 
‘quent governments, regardless of party, the problem of industrial location 
has loomed large. This was natural since in certain “depressed” areas, of which 
the biggest were South Wales and the North East Coast, unemployment in 
1933-37 was at least double the average for the whole country, and there was, 
besides, a large reserve of unoccupied women of working age. In the Distribu- 
tion of Industry Act, 1945, also fathered by the, Coalition Government, de- 
velopment areas were formed out of these depressed areas and manufacturers 
virtually forced to build any new factories there, if anywhere. This is perhaps 
the nearest approach Britain:has made to positive planning, and it was 
rendered possible by the postwar shortage of building materials. If manu- 
facturers in “congested” areas proposed to build extensions to their main fac- 

tory rather than branches in the development areas, they might not get the 
necessary allocation of timber and steel. 

Free-enterprise enthusiasts will naturally want to jug the extent of the 
resulting damage to the economy; and in a most laudable attempt to assess 
the economic costs, if any, of their own policy-of insisting on branch factories 
rather than extensions, the Board of Trade, the responsible government de- 
partment, financed Birmingham University, University College, London; and 
ihe National Institute of Economic and Social Research, to enquire into the 
relative costs of the different locations. This volume is a preliminary “interim” 
contribution, but the general plan of enquiry is explained in Sir Penty Clay’s 
preface. : 

Mr. Luttrell has devoted himself to comparing new branch factories, mainly 
in the shoe industry, started in places unused to the industry, though not 


à / 
BOOK REVIEWS 433 


necessarily in a development area. He finds that in the first years of their 
establishment new branch factories have, on average, much higher total costs, 
but that they gradually manage to reduce costs so that by the third year the 
four. branches studied that long had 30%, 1996, 13% and 4% higher total 
costs than their main factory. ‘These different percentages were associated 
with, differences in the training of new workers and in the provision of a 
nucleus of skilled workers. Distance of. branches from main factories was 
“also important because of accessibility to skilled workers in the old district 
and to management services of the main factory... 

An unexpected discovery of these studies is the lack of knowledge of firms 
about the precise burden of their costs. Once the- goodwill of firms had been 
obtained, with full. access to their accounts, definite and fairly exact conclu- 
sions might have been thought possible. In. fact, firms themselves seem in the 
dark or, if they appear to theniselves in the light, it is often a false light. Mr. 
Luttrell coraments, for instance, on the undue disregard of overhead in 
comparison to direct labour cost,. "though overhead costs may be two or three 
times as great. Whether firms know their own costs or not, however, is in 
the present British situation not so important as might be supposed. With 
full employment, unfilled vacancies and lag in filling housing, needs it is often 
not-a matter of getting labour cheaper or operating cheaper. generally in one 
place than another, but of getting labour at all. Many a Birmingham firm that 
cursed the government for insisting that it build a branch in a development 
area rathe- than extending its main factory must now be thanking its stars 
(but not of course the government) for this bit of State planning. For with 
the presen: prosperity and over-employment in Birmingham, labour is not to 
be had; thcugh still available in areas some distance away. 

Mr. Luttrell is to be congratulated on.presenting his case studies clearly 
and yet in detail. After a brief introduction (Chap. 1), he is careful to explain 
tlie scope and methods of his. enquiry (Chap. 2 and 3) before describing 
(Chap. 4-5) his four detailed cases, three in the shoe and one in the engineer- 
ing industry. But he is not just descriptive. In his final chapter he puts for- 
ward some tentative conclusions as to the importance of training labour and 
the difference between a branch thirty miles and a branch sixty miles from the 
main, works—conclusions which cannot be said to be novel.or to arise very 
clearly from the, cost comparisons. But in this pilot enquiry it is good that the . 
author is careful to contrast the straight comparison between branch and main 

works with the more relevant comparison between branch and an equivalent 
extension of operations at the main works. If main works is not fully utilized, 
extension is, by spreading.overheads, likely to be cheaper. But this assumes 
that labour can be secured at the main works location. Under present British 
conditions of full employment this assumption is not realistic and Mr. Luttrell 
is right in soft-pedalling the comparison of branch with extensions to main 
plant, though it is the more logical comparison. We look forward: eagerly to 
further publi: zations of this goyernment-sponsored research. .. 

P. SARGANT FLORENCE 
University 0 f Birmingham ; 
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-Marx Against the Peasant: A Study in Social Dogmatism. By DAVID 
Mirrany. (Chapel Hill: University of North Carolina Press. 1951. 
Pp. xiii, 301. $4.50.) A i 
. Populism in Eastern Europe has its roots in the deep discontent of the 
peasant class. The land hungry (often landless) subsistence farmer was pri- 
marily interested in the redistribution of land. Populist writers borrowed 
from the physiocrats all the arguments in favor of an “independent” peasan- 
try, protected by a benevolent government against feudal and urban exploita- - 
tion. Mitrany's book is a good example of Populist writing. As a disciple of 
Proudhon, he felt impelled to attack what he thinks are twin enemies of the 
independent peasant: the liberal and the Marxist economist. Both “regarded 
the agrarian problem from the angle of production rather than from that of 
social organization,” both looked upon “large-scale production . . . as the first 
condition for general well-being." Capitalist farming and collectivization lead 
to the same end—the destruction of the small family holding, which, after all, 
should not be looked upon “merely as a means of living but as a way of life.” 
Large-scale farming (according to Mitrany), as exemplified by the English 
inclosures and the latifundia in Italy and Eastern Europe, did not raise the 
productivity of the soil nor emerge as “a better system through free competi- 
tion" (p. 11). This is true, of course, of latifundia, a feudal anarchronism, 
which kept the peasants in bondage (hence overcrowding, malnutrition, and 
low productivity). The inclosure movement, on the other hand, complemented 
the industrialization of England by providing a surplus of agricultural pro- 
duce to feed rapidly expanding towns, which at the same time provided new 
avenues of employment for those not wanted on the land. If, however, the 
surplus farmer had been permitted to stay on the land, the result would have 
been as disastrous as in prewar Poland, for example, where minute subdivision 
of the land reduced peasant holdings to ‘agricultural slums. 
There is a lot of nonsense in Mitrany's book about “peasant mystique,” 
about “the pernicious effects which followed from superimposing Western 
capitalism upon a simple peasant society," and about rural overpopulation— 
the worst type of concealed unemployment—which, perverting the concept of 
full employment, he assumes to be a contributory factor to full employment! 
“A country eminently agricultural... is a country eminently poor and socially 
and economically backward.” This basic fact, expressed by a Populist writer 
whom he quotes (p. 28), leaves Mitrany unconvinced. But farming in in- 
dustrialized Western Europe—depending, of course, upon availability of 
arable land—succeeded in balancing cash crop and diversified production, 
which neither the latifundia type of large-scale farming nor the small sub- 
sistence farmer in Eastern Europe was able to achieve. Still more important 
is the fact, that the peasant class in Western Europe retained its social 
organization, and became solidified as the core of a traditionally conservative 
society which, unlike the semifeudal East, was not averse to rapid industriali- 
zation and absorption of the landless in urban centers. This is what Stolypin 
' (Russian Prime Minister, 1906-1911) proposed to do in his great land reform 
in Russia. He had in mind the creation of a loyal well-to-do peasantry as a 
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balance against the. dty proletariat, an ill-fated attempt to stave off 
revolution! 

Peasant-dominated governments inspired by Populist ‘ideals had their 
chance in power after the First World War, and muffed it. Hasty land reforms 
gave. “millions of poor sharecroppers and landless laborers . . . a new status as 
formally [!] independent peasants even if economically many were not better 
off than dwarf owners" (p. 94). The division of land resulted in a “reduced 
supply of food to towns” (p. 95). Mitrany chides Western economists who 
“simply looked upon the fall in the production.and export of cereals as proof 
of a declire in productivity" (p. 100). Why, farming had changed now from 
farming for the market to farming for subsistence! The peasants, "in an 
economically stronger position, satisfied first their own needs before they 
started producing for the market" (p. 101). In fact, a change from backward 
latifundia into backward small holdings brought about a deterioration in the 
balance of payment position and a further decline in the standard of living in: 
these countries. | 

' Thus redistribution of land—creating innumerable dwarf holdings— 
actually retarded the economic development of these countries. Poverty and 
unrest, as before the war, became a permanent feature, especially after the 
disastrous price drop of farm products in the early 1930's. Military coups 
- d'état and court intrigues finally succeeded in eliminating reform governments 

under peasant leadership. Yet Mitrany leaves the impression that a “victori- : 
ous” Populism had emerged as a sort of peasant Third Force (see Ch. 10, 
“Not, Capitalism, Not Socialism”). On the contrary, its ideology has now been 
discarded as no longer useful. Peasant leaders, now in exile, have accepted the 
Western type of agricultural organization (i.e., capitalist production with its 
legal guarantees of property holding, profit making, noninterference, etc.) 
as their ultimate goal. This they pledged in the so-called "Williamsburgh 
Declaration of 1952," a platform for restoration of Western-oriented regimes. 
On the other hand; former Populists who remained and joined the various 
front governments seem to have consented (or been forced to consent) to the 
` destruction of small-scale farming and to rapid CODEPRVIRHOR on a Russian 
model as a feit accompli. 
Fior SETHUR 
The City College of New York 


Money and Banking; Short-Term Credit; Consumer Finance 


The Growth of a Central Bank. By L. F. Gratin. (Melbourne: The Mel- 
bourne University Press. 1951. New York: Cambridge University Press. 
1952. Pp. xi, 363. $5,00.) 

Soon after extensive Australian financial legislation was passed in 1945, the 

Commonwealth Bank of Australia commissioned Professor Giblin to write 

. a history of that bank covering a period as far back as the previous major 
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financial legislation, the Commonwealth Bank’ Act oi 1924. The- Bank could 
not have chosen an author with more intimate knowledge of the subject: 

Giblin was one of the first professional economists to have been employed by 
thé Commonwealth government; from 1935 to 1942, he was a member of the 
Commonwealth Bank Board, and from 1938 to 1946, he was chairman of the 
' Conmmonwealth Advisory Commitee on Financial and Economic Policy. 
The resulting volume can be considered a kind of: personal memorial to Pro- 
fessor Giblin; he died as it was in press. 

This- history, even though “official” and commissioned dces not suffer from 
an excess of reticence. Giblin makes wholly clear the shortcomings of both 
men and laws in the struggles of the Commonwealth Bank to achieve ‘central 
banking stature. He reveals the limited vision of the. Bank’s founders, the 
inadequacies: of the laws under which it operated, and finally the limited ob- 
jectives of those who managed the Bank during its early years. 

One of the greatest mistakes was the éffort to use the English model with- 
oat sufficient adaption to local problems. The Commonwealth government 
patterned the Comnionwealth Bank after the Bank of England. It tried to 
endow the Bank with similar powers and similar résponsibilities. But the 
Commonwealth Bank could not discharge thése responsibilities with these 
powers primarily because the pervasive influence cf banking tradition did 
not operate as it did in the City of London. The Australian banks were able 
to challenge the financial influence o: the Commonwealth Bank with impunity. 
Only the financial necessities of wir finally forced the government to give 
the Bank real central banking powe-s. Perhaps the chief of these new powers 
was an enforced rule concerning the character anc amount of commerical 
banking reserves. 

Professor Giblin explains at length two banking dévelopments not ade- 
quately reported elsewhere. During the war, Australian batiks were not subject 
to excess profits taxation; as a result; one of the waz duties ‘of the Common- 
wealth Bank was to control the profits of banks. This was done by adjust: 
ment of the special accounts which will be’ mentiored in the next few sen- 
tances. The second feature of general interest was the introduction of second- 
ary reserve requirements, somewhat similar to those -the Federal Reserve 
sponsored in the early postwar years. This plan was tne outgrowth of a system 
cf war finance by which bank participation was managed by direct allocation 
t» special accounts and not by voluntary subscription as in the United States. 
The obligations were similar to the treasury deposit receipts (TDR’s) used by 

- Great Britain except that the accounts were of indefirite maturity. The system 
worked well; asa result it was carried over into the permanent, financial struc- 
ture by legislation i in 1945. 

The reader of this book is forced to reflect ruefwily that one of its: major 
forecasts has already been proven wrong. Giblin concluded that high interest 
rates would never again be used as £ device for restraint of credit. He adhered 
to this view, not for the reasons that are sometimes associated with the name 
cf Keynes, but because he expected all central banks to be dominated by their 
respective treasuries and treasuries would universally want low rates. 

This book is unfortunately marred by the lack of a subject index. The 
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chronological orgaiiizátion of the book requires a constant: shift in attention 
among several subjects, such as the general econotnic scene, fiscal policy, ` 
monetary policy, and the state of external arid internal banking reserves. This 
results in a choppy narrative style; a reader becomes easily confused with- 
dates and events for which théré is no ready remedy except a search of pre- 


ceding sections. Nevertheless, the results are worth the work. 


ROLAND I. ROBINSON 
Northwestern University 
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Inflation. By PAUL Eva. (London: Chattó and. Windus. 1952, Pp. 223. 
$2.50.) 

Dr. Einzig has provided a stimulating contribution to the current literature 

on inflation. What he has to say is not as riovel as he implies; nor is the rigor 

of the analysis likely to appear adequate at: all times to the academic econo- 


. mist. Nevertheless, he is on the right track, in the opinion of this reviewer, and 


i 


his argument is at least provocative when not compelling. 

The author rejects what he calls the usual “static” definition of inflation as 
an excess cf purchasing power over what is required by the attainable level of 
output at the curfent price level. In its ‘stead he offers a: more “dynamic” 
concept of inflation as “a state of disequilibrium in which an expansion of 
purchasing power tends to cause, ot is the éffect of, ah increase of the price 
level” (p. 22); and which “is sufficiently pronounced and persistent to set into 
motion a spiral of rising cost-of-living, wages, cost of production, and mone- 
tary réquirenients and volume of money” (p. 23). What he considers to be 
novel in his definition of inflation is, I believe, the emphasis on price changes 
ds the causal factor, with monetary expansion the’ result (“price inflation”), 
and on thé dynamiic interaction of moneétaty inflation arid price inflation. 
Any upward miovernént in prices is likely-to set off a cóntinuoüs spiraling 
movemerit which the monetary authority is éither unable or uriwilling to 
check, Armed with this definition Einzig examines the relation to inflation of 
a wide range of circumstances and measures of policy. There is space here to 
mention only a few of these. 

When tke “undertone” (state of T is inflationary, increased 
taxation will not have a disinflationary effect, according to Einzig. Direct as 
well as indirect taxes will result in higher prices and income demands. 
These, in turn, will necessitate monetary expansion to sustain’ the ‘higher price 
level, This i is‘ true even when the tax revenues are utilized to provide social 
services.. For social service béhefits tend to be considered as cost-freé additions _ 
fo income which are received as a matter of right. - Consequently, income 
claims will rise in order to. offset the iricome-reducing effect df the taxes levied. 
For this reason and because of a tendency toward over-full employment, 
the welfare state is inhereritly inflatioary i in Einzig’s opinion. 

Thé author effectively puts to rest'cértain ndive nótióris about the disin- 
flationary character of price increases. Surprisingly often in the recent debates 
over inflation one has come upon the argument that open inflation was prefet- 
able to suppressed, that the removal of subsidies on’ food prices would be 
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disinflationary or that the rise in the prices of imported goods was disinflation- 
ary because it mopped up purchasing power. These arguments, Einzig points 
out, ignore the dynamic nature of irflation wherein price rises lead to mone- 
tary expansion, to further price rises, etc. 

His emphasis on price inflation leads him to reject the arguments of the 

“mild inflation forever” school. First, he doubts whether inflation with its 

dynamic character could remain m: ld. But, further, he suggests that price ` 
inflation may combine the disadvantages of both inflation and deflation. Price 
inflation is not employment-stimulating; rather, monetary expansion is re- 
quired to follow it merely to keep employment from falling. Conceivably, 
continuous price inflation could accompany both Phrereraployment and mone- 
tary stringency. s 

This no more than begins to toucà upon the wide range of issues to which 
Einzig addresses himself with equally provocative results. There are comments 
on the post-Korean experience of the United Kingdom and a discussion of 
alternative policies for that country which, unfortunately, have been rendered 
less timely by the events of the more then one year which elapsed between the 
completion of the manuscript (as indicated by the date of the preface). and 
the publication date. ~ 

One shortcoming, in the opinion of this reviewer, is the failure to make 
explicit the assumptions which underlie the analysis. Whereas the traditional 
concept of inflation was adequate for a highly competitive economy where no 
problem of unemployment is recognized, Einzig's deiinition is tailored to a 
modern economy wherein competition is limited and the government is com- 
mitted to the maintenance of full (or high-level) employment. It is only when 
“price makers" (to use Scitovsky's term) dominate markets that prices can 
be raised in advance of an expansion of purchasing power. And it is the full- 
employment commitment which is crucial in compelling the monetary au- 
thority to permit monetary expansion following on price rises; for the failure 
to do so would mean reduced output and employment, not reduced prices. 
This is implicit, I think, throughout the book, ura its explicit statement early 
in the volume would have been help:ul. 
Joun POWER 
Williams College i 


a Monnaie. By RosERT Mossf. Bilans de la Connaissance Economigue: 
(Paris: Lib. Marcel Rivière et Cie. 1950. Pp. 205.) 


. This book is the first of a series of “surveys of economic knowledge.” The 
&uthor undertakes to present a sketch of our knowledge of monetary affairs 
and ideas as they have developed in the last fifty years; “it is certainly not 
‘a digest, for it is directed towards a synthesis rather than towards an , 
analysis . . ." Obviously to attain this goal in 130 pages (the rest of the book 
is taken up by Howard Ellis’ Introduction, by the "Observations" of two 
other authors, and a bibliography) a careful selection was necessary; rather 
than to charge the author with omissions we should try to understand thé 
viewpoint which guided him. 


Wa natina Avet that tha moanatarv thearict/e diclika far nrahlems af credit ` 
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institutions is not fully overcome; n discussing, €.g., the controversies con- 
cerning the ‘ssue of banknotes, which filled the 19th century (p. 63), the 

_ author does not even mention the róle of bills of exchange (or, more generally, 
of eligible paper) as collateral for banknotes. 

Secondly, as far as monetary doctrine is concerned, the book ENT stops 
with 1932: theoretical problems arising in connection with Keynes’ General 
Theory are not discussed at all, except for a few paragraphs about the multi- 
plier in Chapter 3. This omission is the more serious, since this chapter, after 
briefly stating the quantity theory in Fisher's version, presents Aftalion's 

: theory of monetary revenue (R) determining the price level (R = PQ). 
Mossé does not seem to realize that Aftalion's formula is not an explanation 
byt an identity (p. 79: "attention is concentrated on the equilibrium between 
the monetary revenue designed for purchases and the total values of sales of 
goods and services"); nor that money does not even appear in the equation. 
Otherwise, he would have realized that it was precisely the achievement of the 
General Theory, by introducing functional relations, to relate income to the 
quantity of money, and to convert a mere identity into a set of determining 
equations. 

Thirdly, even where the theoretical thinking of the past is 1 
brevity rather than clarity seems to have been sought. In discussing the 
quantity theory, Fisher's distinction between normal relations and transitional 
period is at least implicitly presented (p. 74), but no definition and analysis 
of the concept of the velocity of circulation of money can be found, except 
the statement that, according to the quantity theory, it is either "constant" 
or “always neutralized by the ‘velocity’ of commodities (see Marget)." (How 
shall the reader understand this?) In discussing the quantity theory in the 
Cambridge version (Chap. 3), the author overlooks the difference between 
the ex ante nature of the k-coefficient and the ex post character of the trans- 
actions velocizy. In expounding the multiplier, Mossé asserts that “it is neces- 
sarily associated with period analysis," though the Keynesian multiplier is 
static, and Haberler's article of 1936, to which Mossé refers, deals with the 
Keynesian, not with. the serial multiplier. In, a footnote Mossé raises the. 
question: "Is not the multiplier simply another name for income velocity?" 
though the former is a pure number and the latter has the dimension of time. 

For these defects in the theoretical "synthesis," the reader is, to some 
extent, compensated by the vivid sketch of the state of monetary thinking 
before 1914, and, in particular, of monetary history after 1914. The American 
reader will be somewhat surprised by the stress laid repeatedly on the dispute 
between "metalism" and “nominalism,” which fortunately did not infect 
Anglo-Saxon and Scandinavian economists. Mossé greatly overrates the influ- 
ence of Knapp’s “étatistigue” theory of money; it was almost unanimously 
rejected by both German economists and German bankers; the paper-money 
inflation of 1914-23 was, as in other countries, the result of muddled thinking. 
and indecision in an emergency, not of “nominalism.” How, by the way, is the 
claim that raetalism was generally accepted around 1900, compatible with the 
prevalence 0: a "nominalistic" quantity theory of some son among Anglo- 
Saxon economists? 

There are added to the main text of the book two sets of * Observations." 
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Those by Professor Triffin, of Yale, are mainly concerned with exchange-rate 
problems, which were excluded from Mossé’s discussion. The Observations 
furnished by Professor Federici of Milan undertake to justify Mossé's neglect 
of Keynesian thinking, which “does not contribute anything basically new 
to the knowledge of the monetary process as it can be gained from a modern 
interpretation of Fisher's theory” (p. 133). Federici, however, read Keyries 
in his own peculiar way. Keynės.is supposed to treat “as secondary and sub- 
ordinate the furiction performed by money precisely if it is not spent" (p. 123); 
most of Keynes! readers had been under the impression that he assigns 
a rather exaggerated rôle to liquidity preference. “In the modern theory the 
monetary quantity i$ reduced to a secondary role if compared with the role 
played by the volume.and proportion o? expenditure": (p. 129). This is trpe 
for certain post-Keynesian applications of hi$ theory and easily explainable 
from the high supply elasticity of credit money since 1933. In the General 
Theory, however, the quantity of money is treated as the only strategic 
parameter, whose changes govern those of the interest rate, of investment, 
income and employment. 

Space forbids the further enumeration and denson of details. Points 
mentioned must suffice to.justify the réviewer’s feeling that, despite some 
undeniable merits, this bilan has not einmed s its aim of. being a synthesis of 
monetary theory. 

Hans NEISSER 

New School for Social Research, ` 
New York City 


Geld und Gesellschaft. -By WivHELM Gerrorr. (Frankfurt am Main: 
Vittorio Klostermann. 1952. Pp. 288. DM 25.00.) 

This is a valiant and interesting, but only partially successful attempt to 
develop a social theory of money. ‘The author has covered much of the ground 
previously in other books, particularly i in his Die Entstehung des Geldes und 
die Anfaenge des Geldwesens. 

The major part of the book consists. cf a sociolcgical and anthropological 
analysis oi the origins.of money. Its eccnomic significance i is discussed only 
marginally, and relatively superficially since the author's conclusion is that the 
origins of money are to be found in the social sphere. They have little, if any, 
relationship to economic necessity or even convenience. Money entered the 
economic area only late in its development; when it did, however, its im- 
portance grew immensely... 

It is the author's thesis that the three major stages of the development of 
money are closely related to three human sources of cultural development: 
instinct (Trieb), habit (Gewohnneit) and reason (Verstand). The basic 
instinct, we are told, is the desire-for recognition of one's achievements, and 
resultant'social distinctions. This instinct causes the hoarding of valuables. 
The origin of money lies:in its-function as a hoarding device. From the habit 
of using money for.this purpose developed the practice of using it as a 
means of payment for noneconomic functions, such as the purchase of wives, 


BOOK REVIEWS::--  - 44 


expiation of sin, or the settleznent of reparations. Reason finally turns it int 
barter-money and somewhat later into a tool for more general economic ex 
change. “Der Weg vom ritualen Geldgebrauch zum tationalen ist der We; 
des Funktionswandel des Geldes.” 

Money thus had its origin in tribal customs, RET of a magic o 
mystical nature. At first they involved the making of gifts and at a late 
stage the exchanging of gifts. The objécts that were repeatedly used for thi 
purpose beczuse of their general desirability—usually luxuries, such as ring 
_—slowly developed into money. They were desired; however, not:because the: 

gave the holder économic advantage, but personal. recognition and socis 
distinction. Economic man is a fiction; homo ambitiosus is vivid reality, an 
primarily explains the origins of Tiene This pus of the thesis i is develope 
at great Jength. 
- Barter is the crucial step sahich gave money economic significance. Wit 
the expansion of economic institutions, the use of money grew: from a toc 
for barter to a general means of payment and pricing. This was not a simpl 
causal relationship, for money in turn assisted. enormously’ in’ economic e 
pansion. Money finally reached its greatest height in the liberal capitalisti 
economies of the nineteenth century. As various forms of governmental cor 
trols are imposed upon these economies, monéy loses some of its functions, an 
declines in importance. 

The author's attempt. at a dëtached, anthropological approach does ne 
always succeed. For example, from the proposition that "correct" money : 
“ust” money he concludes that such money requires a monetary unit whic 
maintains iis value. Money which declines in value leads to spendthrift cor 
sumption, paralyzes the will to save, and thus endangers social welfare. Th 
conclusion—mistakenly generalized=-has considerable, but not absolut 
validity. In America, for instance, it is quite possible future economic we 
fare requires a measure of such “pardlysis, "4e. an increásed ene 
function. 

A great deal of the analysis is: 'téuly fascinating, but it is buried in an ocea 
of verbiage. This will trouble Americans considerably more than German: 
for the latter have been confronted with such writing in their social and ec 
nomic literature for many years. It is repetitious, badly organized, ànd e 
ceedingly verbose; much that is obvious is hot only stated, but frequent] 
repeated. Many a straw man is set up only to be knócked dowh successfull; 
The book deserves to be carefully edited and, together with some of tl 
author's other ae in this field, should be made available to the Englis 
speaking world. 

ji E E . Hans A. ADLER 
š W ashington, DC. | ME 


Money ard Economic Activity—A Selection of Readings in the Field | 
Money and Banking. Edited by LAWRENCE S. Rirrer. (Boston ar 
New York: Houghtor Mifflin Company. 1952. Pp. vill, 404. $2.95.) 


. An up-to-date book of readings in the fiéld of money and banking has bee 
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lacking in the United States since the late 1920’s. In the decade of the First 
World War this need was met by Phillips? and in the following decade by 
Ivan Wright.? But during the 1930’s and 1940’s a hiatus existed. Thus, it re- 
mained for Professor Ritter to provide the first book of general readings as a 
supplement to single-text material for the 1950's. This he has done in 
creditable fashion. 

The book is divided into five parts, the first of which deals with “Money and 
Commercial Banking." It contains eighteen selections on the nature of money, 
banking, and a money economy; asset management of commercial banks; 


adequacy of bank capital; and the supervision of banking, including proposals f 


for reform. 

Part II, containing thirty selections, is concerned with “Central Banking.” 
The topics covered are methods of credit regulation, factors related to member 
bank reserves, interest rates, war finance, and proposals for reform in 
monetary policy. 

The next Part deals with “The Treasury and Monetary Policy,” and includes 
twenty-two selections. The main headings are gold and the monetary system, 
monetary aspects of treasury operations, and central bank-treasury relations. 

Part IV, “The International Economy,”. presents five selections on. inter- 
national finance, the balance of payments, gold movements, and the dollar 
shortage. 

The final Part concludes with four selections on monetary policy and eco- 
nomic stability. 

The book is on the whole well organized, with a thread of continuity from 
beginning to end, in so far as is possible in a collection from many sources. 
A few exceptions, however, detract from the organizational pattern. Selection 
5 introduces multiple expansion of bank credit and the methods of credit 
control prematurely, and is repetitive with Part II, Chapter 6 on “Central 
Banking.” Selection 6 on the par collection system would fit more logically 
in Part II on “Central Banking.” Also, this reviewer feels the inadequacy of 
the space given to “Money and Commercial Banking" (Part 1)—98 pages, 
compared with 165 pages on "Central Banking" (Part II), and 70 pages on 
“The Treasury and Monetary Policy” (Part III). The central problem of 
determination of the value of money receives no attention, and inadequate 
space is accorded bank loans and investments. ` 

The individual selections are well chosen from a variety of authoritative 
sources and with an eye for different pcints of view. Large use is made of the 
wealth of material growing out of the Douglas Committee investigation and 
of publications of the Board of Governors and the Federal Reserve Banks. 
The editor introduces each selection with a helpful summary of the leading 
ideas. 


* Chester^A, Phillips, Readings in Money and Banking (New Work, 1916) 845 pages. 

*Ivan Wright, Readings in Money, Credit and Banking" Principles (New York, 1926) 
1,081 pages. 

* This statement does not overlook Readings in Monetary Theory by a Committee of the 
American Economic Association (Philadelphia, 1951), 514 pages. By design this excellent 
collection of the best articles was directed to one segment of the field. 


XL 
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Teachers of money and banking should find Ritter’s volume a welcome 
contribution to available teaching materials—especially in two-semester 
courses that devote considerable time to problems of central. banking and 
monetary management. l 

G. W. WoopwortH 

University of Michigan ` 


Business Finance; Investments and Security Markets; Insurance 


Share Ownership in the United States. By Lewis H. Kiwmet. (Washington: 
Brookings Institution. 1952. Pp. xi, 140.) 


Share Ownership in the United States was prepared by the Brookings Insti- 
tution at the invitation of the New York Stock Exchange. Lewis H. Kimmel 
directed the project. Its successful completion, however, was the result of the . 
cooperative effort of thousands of individuals, business concerns, and financial 
groups. The study concerns the ownership of publicly owned corporations. 
Proprietorships and partnerships were excluded, as was ownership in family 
and closely held corporations. The sole test for the inclusion of a stock issue 
was whether there was su‘ficient public interest in such issue. It should be 
noted that publicly owned corporations are considered to be those which are 
owned by individuals in their own right, in contrast to government ownership. 

The study is divided into two parts. In Part I the objective is to determine 
the nature and characteristics of shareholdings. Each listing in the stock trans- 
fer book is counted as one shareholding. If a person owned stock in ten differ- 
ent corporations, this was counted as ten shareholdings. The analysis of share- 
_ holdings is based upon usable data furnished by 2,991 corporations covering 
3,954 stock issues. Of this number 1,022 were preferred stocks; 1,436 of the 
issues were unlisted. It is estimated that the present study covers about 25 
per cent-of all publicly owned stock issues. 

Apparently this is the first time any study has included a classification of 
shareholdings by type of holder. Reference will be made, however, to only 
a few of them. The shareholdings of record, when classified by‘type of owner, 
refutes the popular notion that women own most of the nation’s securities. The 
figures indicate that, while more women than men are holders of common and 
preferred stocks combined, men not only own a greater number of shares but 
the total market value of their holdings is greater than that for women. 

Part I presents, apparently for the first time also, an analysis of share- 
holdings by states and geographic divisions. The heaviest concentration of 
shareholdings, both for common and preferred stocks, is in the state of New 
York, a fact attributable in part to the numerous holdings registered in the 
names of nominees, brokers, insurance companies and other types of financial 
institutions. Shareholdings of record are also classified according to size of 
business and type of business. 

Considerable attention is deyoted to an analvsis of shareholdings registered 
in the names of nominees of banks and trust companies, as well as in the 
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names of brokers and dealers. The purpose is to show how such shareholdings 
are distributed among the several. classes of beneficial owners. This is 
probably the first attempt to analyze these aspects of share ownership. The 
shareholdings of record for the reporting corporations are adjusted to show 

: how they would appear if there were no shares registered in the names of 
nominees and brokers and dealers. 

Part II analyzes the number and characteristics of share owners. It is 
estimated that 6,490,000 individuals in the United States are share owners in 
publicly owned corporations. The study reveals that owners are relatively 
more frequent among people 50 to.59 years of age than in any other age 
group; also that there is a direct relationship between share ownership and 
education. Also affecting share ownership, as might be anticipated, is the level 
of income. 

- With respect to: occupation, share ownership is shown to be highest for, 
administrative executives, about 45 per cent of these being share owners. Pro- 
fessional workers rendering personal services— doctors, lawyers, and others 
—rank fourth with 12 per cent. Share ownership is iound to be relatively 
more frequent in families of one or two members, and the proportions of 
families and individuals owning shares is highest in the far western states— . 
about 12 per cent for families and 6 per cent for individuals, Share ownership 
per family is found ‘to be:relatively.highest in cities with à population of 
25,000 to 100,000. It is.estimated that the average number of different issues 
per individual share owner is 4.1. Also, more individuals own shares in manu- 
facturing companies than in any other type of industry. | 

Life insurance, savings accounts, United States Series E Bonds, annuities 
and pensions, outrank publicly owned stocks as a form of investment. Fol- 
lowing stock ownership.as a form of investment is ownership in other govern- 
ment bonds, privately held stock, real estate mortgages and bonds, and 
corporate bonds. 

The major reasons prompting incividuals to acquire stocks are given as 

: the desire for profit value appreciation (28 per cent), and a desire for income 
from dividends (22 per cent). Onlv 1 per cent of those questiored indicated 
they were motivated by a desire to hedge against inflation. 

The study indicates that many people have a direct stake in American in- 
dustry and business enterprise. Not oaly are there some 6,490,000 individuals 
who own stock in publicly owned corporations, but millions more have an 
interest through their ownership of bonds and other credit instruments, as 
well as indirectly through ownership of life insurance.and savings accounts. . 

The book is brief (140 pages), and yet it covers the subject in a satisfactory 
manner. Each tabular presentation, and there are many, is well explained. 

'The inferences to be drawn from this study, however, will have to be those . 
of the reader. The author sets forth the various estimates and the analysis of 
the data in a dispassionate manner. No moral is drawn as to whether or not 
a particular state of facts is “desirable” for our economy. 

'This study is probably the most comprehensive that has yet been made of 

-stock ownership, either as to:shareholdings or as to share owners. It provides a 
wealth of information as to the ownership of the corporate sector of our 
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economy anc, while the book will be particulariy kebi to those intimately 
concerned w: ‘th this subject, it should be required reading for all who have 
an interest in the welfare of our economy. 

P LEROY A. SHATTUCK, JR. 
University of Pittsburgh 


International Economics 


The Economics of the International Patent System. By Eprrm TILTON PEN- 

ROSE. (Baltimore: The Johns Hopkins Press. 1951. Pp. xv, 233. $4.00.) 
The central purposes of ‘this book are to examine the economic significance 
of the right of an inventor to obtain patent protection not merely in one 
country but throughout most of the world and to evaluate the precautions 
miost frequently taken by governments against abuse of this right. Though 
Mrs. Penrose regards the economic arguments usually used in support of the 
patent system as open to serious question and qualification, she provisionally 
accepts them in order to focus attention upon the significance of the type of 
patent grant that covers inventions already patented and worked in foreign 
countries. The principle of such grants has been generally adopted, she finds, 
because of pressures from large industrial countries, exporting firms, patent 
lawyers, ard spokesmen for so-called internationalism, in spite of persistent ' 
and often well-founded doubts on the part of- various small and underde- 
veloped countries that their interests are served thereby. 

Mrs, Penrose concludes that when the geographical scope of patents is ex- 
panded by licensing ‘foreign inventions, there is little reason to expect a sig- 
nificant increase in the rate of invention or industrial development and that, 
ior the world as a whole, any such social gains as may appear are likely to 
be outweighed by heavy social costs taking the form of higher prices and less 
efficient use of resources. Nevertheless, she thinks that an international exten- 
sion of patent protection is necessary to cope with problems as to the location 
of industry that would. otherwise be created by national patent systems. If 
an invention could be patented in only one jurisdiction, patents would tend to 
concentrate in the larger industrial countries, and, in so far as. there were 
requirements that the patents be worked, plants would be constructed, not in 
the best locations, but in the patent-granting jurisdictions covering the larg- 
est markets and thus offering the largest potential profits from patent 
monopoly Moreover, concerns not possessing the patent would erect plants in 
other countries in- order to escape control by the patentee. Thus tactics re- 
lated to patents might overcome economic considerations bearing upon in- 
dustrial location, and the export trade of patent-granting countries might be 
reduced hy the frequency of the incentives to produce abroad rather than 
deal,with the patent-holdars. 

Two ways of reducing the social costs. ‘of the international extension of . 
patent rights are analyzed by Mrs. Penrose. The first, compulsory working of 
the patert within the patent-granting country, she finds to be not only in- 
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effective but also conducive to an uneconomic multiplication of plants, some in 
undesirable locations. The second method, compulsory licensing, she considers 
an effective and flexible way of preventing most of the more serious restric- 
' tions upon industry, especially the monopolistic activity of certain inter- 
national cartels and the withholding of new techniques developed abroad 
that are needed by domestic industry. 

In developing her central argument, Mrs. Penrose relates it to the more im- 
portant provisions of the International Convention for the Protection of In- 
dustrial Property. She concludes that although the convention is one-sided 
it cannot be blamed for the defects of the international patent system and 
that the effort to use it to eliminate working requirements has been sound. 
However, she recommends that its restrictions upon compulsory licensing be 
eliminated, that use of this device be encouraged, that nonindustrial countries 
be exempted from the obligation to grant patents upon foreign inventions, and 
that the possibility be explored of using the Convention to alleviate restric- 
tions on trade and industrial activity incident to unregulated patenting. 

This reviewer finds nothing to criticize in the execution of this book, except 
possibly that the argument is presented too compactly. Important questions 
are put, and clear and persuasive answers are given. However, the general 
plan of the book has certain defects. The chapter on the history of patent laws 
is only tangentially related to the central theme, and, though well done, is too 
brief to be useful to the audience to which the rest of the book is addressed. 
The chapter on the rationale of national patent systems summarizes and 
criticizes arguments on behalf of patent laws, but, having been conceived as 
introductory and therefore brief, it does not reach conclusions zs to the effect 
of the patent system upon industrial development within a single country. For 
lack of these conclusions, the discussion of the effects of an international ex- 
tension of patent rights has a provisional flavor. Its logical place is in the 
second volume of a two-volume work, but volume one is missing. It is to be 
hoped that Mrs. Penrose will supply it later. But in spite of this gap in the 
exposition, the present volume is one of the best among the few works con- 
cerned with economic aspects of the patent system. 

Corwin D. Epwarps 


Washington, D.C. 


Survey of United States International Finance, 1951. By GARDNER PATTER- 
son and Jack N. BEHRMAN. (Princeton: Princeton University Press. 
1952. Pp. xi, 325. $2.25.) 

With the appearance of its third report, it is hoped that the International 
Finance Section of Princeton University will no longer regard the publication 
of an annual summary on international economic issues of the United States 
as experimental, but will conclude that the survey has established itself along 
with the annual reports of the Economic Commissior for Europe, Organization 
for European Economic Cooperation, Bank for International Settlements and 
governmental institutions. Unlike the ECE and BIS reports in that it eschews 
opinion, and differing from the OEEC and governmental writing which must 
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ignore the existence of differences of opinion even when taking a side of an 
issue, the Survey has won its place as one of the indispensable annual addi- 
tions to the library of economists concerned with international economic 
matters. 

The Survzy's purpose is to Kon facts and issues. Unlike the ECE it is 
not interested in the imaginative use of statistics to make a point. Its statisti- 
cal contribution is limited to the presentation of balance of payments data for 
the United States, slightly reworked to eliminate Sees and for 
clarity. 

Its discussion of issues, moreover, is not confined to “international finance" 
but ranges over a wider field into commercial policy, European integration, 
and Point Four. Finance in the narrow sense, in fact, is not a concern of the 
authors, for the chapter headings include nothing on the foreign exchange 
value of tha dollar, nor do they discuss international capital movements in 
detail with the use of the weekly data. Entirely properly, the Survey is 
directed to Snance in the broader sense. 

Within this area, it is possible to take exception to the emphasis given by 
the authors to the events of 1951. The nationalization of the Abadan refinery 
in Iran anc the collapse of commodity prices from the giddy heights reached 
in March of that year are both discussed only tangentially, though they cast 
their shadow far into the future in the United States’ financial relations with 
‘the rest of the world. No mention is made of the United Nations’ experts’ 
report, Measures for International Economic Stability, although the other two 
UN reports by experts are referred to. 

The usefulness of the Survey, already high, might be Ssa by the in- 
clusion of an annotated bibliography of documents and ‘articles bearing on 
issues. Much of this is already made available, but strewn Miraúgh the foot- 
notes, from which it must be exhumed via the index. 

What must be.admired is the authors’ capacity to remain above the battle 
and to describe issues and even to characterize reactions but not to take sides. 
Most of tke adjectives used are descriptive but involve no subjective evalua- 
tion. The nearest thing to a slip in this regard is the reference to an article by 
John Foster Dulles as “lucid.” This departure from the high standard of aloof- 
ness otherwise maintained may perhaps be forgiven on Freudian grounds in a 
Republican year. 

C. P. KINDLEBERGER 

Massackusetis Institute of Technology 


The Pattern of United States Import Trade Since 1923. By Jonn H. ADLER, 
EUGENE R. SCHLESINGER and EVELYN VAN WESTERBORG. (New York: . 
Federal Reserve Bank of New York. 1952. Pp. 136.) 

- In this study, covering the period 1923-1950, the authors have investigated 

the U.S. demand for impérts, compiling separate series for the main geographic 

areas of origin. For each area—with a few unimportant exceptions—there are 
value, price and quantity series for crude foodstuffs, manufactured foodstuffs, 
crude and semi-manufactured materials, and finished manufactures, as well as 


4 


448 THE AMERICAN ECONOMIC REVIEW 


for total imports. This detailed treatment is of particular help in studying 
problems that have a varying geographical impact, such as the effect of our 
business cycle on imports from the Sterling Area, and thus on the British 
balance of payments. 


Two conclusions stand out. Confirming earlier findings, the zione „agree - 


that the level of economic activity and real income in: this any, were the 
primary determinants of our imports from each area. ^. - 

The second, more surprising, conclusion is the estimate of price Pus 
for finished manufactures, particularly those from Western Europe (the 
European Recovery Program countries). The authors believe that a change of 
1 per cent‘in the relative’ price of this category would change our imports (in 
the opposite direction) 2 to 3 per cent in volume terms. For many commodi- 
ties, the price elasticity tends to be greater the larger the proportionate changé 
in price; and it also becomes greater the longer the time period considered. 
This is contrary to the belief of many students, some of whom have felt that 
the elasticity for this group may even be less: than : 

Some of the other findings regarding price are similar to | dius for- ie 
domestic economy that F. C. Mills' work? has shown. Over the cycle, the 
greater the variation in price, the less the variation in quantity, and vice versa. 
Prices of primary imports fluctuate more than those of finished manufactures. 
Geographically, this means that the ERP export price structure is more-stable 
than that of Latin America or the outer Sterling Area, but the ERP volume-of 
sales, and thus employment, faces greater fluctuations. wo 

The possibility of the price mechanism serving to facilitate the substitution 
of foreign for U.S. goods in the U.S. market is greatest for finished manufac- 
tures. Not only would the total volume of our imports of this group rise if their 
prices fell, relative to competing U.S. goods, but their relative ipd of our 
market would also increase. 

As compared with the prewar Serie: our gross national sae in n 
terms has risen more than the volume of imports. For raw materials and semi- 
manufacturés this may indicate a change in the fundamental relationship to 
domestic activity, although. the authors believe that for small year-to-year 
changes the prewar relationship still holds. For finished manufactures, liow- 
ever, it is thought that the relatively greater rise-in foreign export prices com- 
pared with competing U.S. goods is a principal cause of the downward sbift 
since prewar in the proportion of these imports to domestic output, and that 
a reversal of this price shift would restore the prewar ratio. 

The postwar decline in the proportion of our imports coming from the ERP 
countries was noticeable also in the interwar period, and reflected the down- 
ward trend for finished manufactures imports in general. Part of the recent 
relative loss may have been caused by the fact that World War II stopped 
almost all imports from continental Europe, thus transferring U.S. demand to 
other sources- (including domestic suppliers). But part of the shift can’ be 


? Relative to the price of finished manufactures from other arcas including those produce 
in the United States. : 
* Cf., €.8., Prices in Recession and Recovery (New York, 1936), Ck. TIT. 
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attributed to the great.increase in our demand for durables, items which have 
always been negligible among our imports. l 

Within the ERP group the relative decliñe has been greatest for those 
countries whose export prices have risen the most, proportionately. The average 
price level for the group as a whole has also risen relatively to our prices; this, 
the authors believe, led to a'shift away from ERP goods. Their conclusion, 
however, may not be the only important explanation; it is possible that the 
dislocations caused by the recent war curtailed supplies so much— particularly 
in the export. trades, whose connections with this country had been disrupted 

: for almost six years—that the mechanism worked from a shortage of goods to 
a price rise. In other words, the greater the shortage of a particular product, 
the greater the relative price rise, and the greater the relative fall in its share 
of our imports.  .«  .. 

One assumption which may be questioned is with respect to the elasticity of 
supply of finished manufactures to the U.S. market. The authors assume almost _ 
perfect elasticity over the relevant range. It is true that goods can be shifted^ 
from the ERP home market if the suppliers so desire. But this may not be as 
simple as the authors imply. Even if prices are more attractive in this country, 
it may. be difficult to establish sales outlets—in fact, in view of the vagaries of 

..our market and tariff policies, it may not be worth the risk. For example, let 
us assume a strong demand for automobiles in this country. On a purely com- 
parative price calculation it might pay to ship autos here rather than sell them 
at home or in other markets. However, there may not be the necessary repair 
and service stations to maintain the cars; there may not be the dealers" outlets 
willing to stock new—and, to the American consumer—strange products. 
Moreover, if the sales effort is successful, a tariff may be placed on this item, 
ending the imports and making the previous sales efforts worthless. Hence, the 
supply inelasticity may be quite high, particularly when the normal inertia 
süpplements the other obstacles. So long as other profitable markets exist into 
which entry is less difficult, the greater profitability of the American market 
may not offset these other fears. 

It isin the price policy implications that we find another possible weakness 
in the study, although one that is probably inevitable. Based on historical data, 
the study shows thai a decline in the relative price of finished manufactures 
imports would increase the volume of sales so much that total receipts would 
rise. The obvious policy inference is for foreign manufacturers to reduce costs 
and.prices. But what cannot be certain is the reaction of U.S. competitors. If 
the per unit margin is sufficiently large, our prices can be reduced to meet this 
outside threat; in other words, although a relative fall in foreign sales prices 
would boos: imports, any serious inroad into domestic markets might result in 
Sharp reactions by cur own producers, even ignoring the further complication 
of pressure to increase the tariff. The only two widespread decreases in foreign 
finished manufactures’ prices relative to U.S. competitors were those associated 
with the devaluations in 1931 and 1949. In both cases the income effects on 
sales were so strong that producers may not have been aware of the influences 
of the accompanying price changes. It will be recalled that 1931 was a year of 
almost steadily declining incomes and output in this country, while in mid- 
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1949 the recovery from the preceding recession began. If, in a future situation, 
foreigners reduce their prices relatively, and if it is clear that a successful pene- 
tration of our markets results from this policy, U.S. producers may react price- - 
wise more vigorously. Hence, although a relative price reduction might aid 
foreign sales, in fact, it might also call forth corresponding cuts by U.S. firms, 
so that the gain to the foreign seller would thus be much less than is implied 
by the calculated elasticity.’ 4 

Another weakness of the study is the assumption regarding the constancy 
(over the relevant ranges) of the price and income relationships. In the study 
both arithmetic and logarithmic equations were employed. The former implies 
that the marginal propensity to import was assumed constant; the latter im- 
plied "that the income and price elasticities are constant throughout the entire 
range of observations and independent cf the size of absolute changes" (p. 49). 
Yet, it may well be true that at different levels of national income, a given 
change in incomes will produce differert changes in imports. In a depression, 
with much unemployment of domestic resources, increases in income may go` 
mainly into the purchase of domestic supplies, while at near-full employment 
a greater impact will be felt on foreign supplies because of the tighter domestic 
supply situation.* Again, the impact cn specific commodities, and thus on 
different areas, may also change with changing income levels. The 1950 up- 
swing in U.S. economic activity after he Korean outbreak boosted certain 
imports much more than a similar upturn from a lower level would have done. 
Steel and chemical imports from Western Europe rose much more than would 
have been the result had the economy been at, say, only 75 per cent of 
capacity. 

Implicit in the preceding criticism is the observation that a given change i in 
national income (or GNP), even from the same absolute level, may not always 
have the same impact on imports. An upturn resulting from rearmament may 
so concentrate demand on, say, the domestic steel industry, as to result in 
capacity operations—and thus the need for more imports—at a national in- 
come level lower than an upturn resulting from government expenditures on 
public works. In the former, steel imports (and thus total imports) would rise 
more, proportionately, than in the latter case, even though the proportionate 
change in national income were the same in both possibilities. 

It is exceedingly difficult—if not impossible—to allow for these various pos- 
sibilities, Indeed, even if the functional relationships suggested could be de- 
duced, the extra "work required for the refinements ar.d the more complicated 
mathematical equations resulting, woulc probably rot be justified. Hence, 
these observations are to be interpreted as qualifications, rather than rejec- 
tions, of the findings. 

Epwarp Marcus 

Brooklyn College 


*IÍn fairness to the authors, it should be noted that they have recognized these two 
influences—price and income—and have employed calculations intended to separate them . 
out. Cf. their study, pp. 50-51, 59; also, Ch. v. 

* Cf. the case of interwar Canada in the study of E. Munzer, “Exports and National In-. 
come in Canada,” Can. Jour. Econ. Pol. Sci., Feb. 1945, XI, 35-27. 
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Business Administration 


Economics of Business Enterprise. By Leonarp A. Dovre. (New York: 
McGraw-Hill. 1952. Pp. xiii, 343. $5.00.) 


Professor Doyle has written a text whose aim is to make marginal analysis 
the central theme and integrating principle of an upper division and graduate 
training in business. In particular he puts forward techniques that he believes 
would enable practicing businessmen to apply economic analysis directly to 
managerial decisions. In addition, Doyle tries to give the student the equiva- 
lent of a rigorous course in intermediate economic theory. His book is an un- 
usual combination of topics, some of which are treated in an unusual manner. 

The first two chapters are introductory, setting the discussion of the business 
enterprise system in a broad frame. Doyle describes the structure of the Ameri- 
can economy through the device of an imaginary trial in which the private 
enterprise system is charged with suppressing competition and promoting 
monopoly. In the course of this trial, basic data describing the number, size, 
industrial composition of firms, profitability of corporate firms by size, national 
income variations, measurement, and sources are set forth. The use of the mock 
trial form helps to kindle interest in what might otherwise have been a dull 
presentation of data and statistical methodology. 

The second chapter deals with two quite separate subjects. The first is the 
nature, prob:ems, and structure of the firm. Combined with this discussion is 
a treatment of the rationale of a free enterprise economy, concluding with a 
crisp, penetrating discussion of the discrepancies between the rationale and 
the real economy. The contents of this chapter are excellent, though its organi- 
zation leaves much to be desired. ; 

There follow two chapters dealing with the nature of pure competition and 
demand, with emphasis upon the benefits to the individual businessman of 
escaping the rigors of competition, primarily by restricting entry. In explain- 
ing the operations o? pure competition, Doyle works through an agricultural 
illustration, employing elaborate numerical computations as well as the routine 
geometric tools. The discussion of market demand is commonplace, but ade- 
quate. 

In the second of these chapters entitled “The Behavior of Market Demand,” 
Doyle discusses monopoly and imperfect competition, indicating briefly how 
they come io pass and their attractions to the businessman. The arrangement 
of topics is somewhat perplexing but the author’s meaning is clear enough. 
Missing frem this chapter is the basis for Doyle’s conclusion (p. 330) that... 
*, , . the elasticity of demand decreases as the quantity is increased," which 
he says was explained in this chapter. The income pyramid described in detail 
by Doyle tempts one to infer, on the contrary, that the elasticity of demand 
frequently rises at lower prices and larger quantities. 

As illustrative of imperfect competition, Doyle discusses the professions and 
retailing. His discussion af the professions is a cursory but interesting essay . 
concerned as much with the socialization of medicine as with anything else. 
However, it contributes little to the author's fundamental objective and might 
have been omitted. 
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Doyle's discussion of imperfect competition among retailers is one of the 
more difficult parts of the book. I: introduces some improvisations and varia- 
tions on the break-even chart that this reviewer has not encountered before. In 
addition, it deals with various problems, among them “fair” trade laws, the 
mark-up method of pricing; and the reasons for diverse types of retail outlets. 
While this chapter covers important subjects and is anything but routine and 
unimaginative, it probably will prove troublesome to student and teacher alike 
because of the brevity with which major problems are touched upon. For the 
most part, the chapter sets up apparatus that will enable a retailer to decide 
how much it must sell at a given level of mark-up to break even and to cover 
its costs, including a target rate of profit. While retailers probably do think in 
terms of mark-ups rather than absolute price, the transformation oi one into 
the other is hardly vital for basic understanding and might not justify the. 
effort required to master it. Specialists in the subject of industrial pricing will, 
however, find it of interest. i 

In discussing the advantages of large-scale operation, Doyle covers more 
than is ordinarily treated under that head. He discusses at scme length the 
determination of obsolescence costs and the suppression of new machines and 
methods. This chapter is careful and ccmpetent. The use of twelve involved 
diagrams, however, threatens real difficulty for even the best graduate students 
of business. 

Like most other chapters, the one treating costs of distribution represents a 
collection of interesting and illuminating remarks combined under a frame- 
work of organization that is somewhat strained and novel. Much of this 
chapter is devoted to a discussion of vertical integration and the diverse 
movements of price and alleged differences in demand elasticity at various 
stages between raw material production and final purchase. 

The most strategic chapter in the book is entitled “The Marginal Analysis 
and Practical Business Operation." It is here that Doyle elaborates the break- 
even chart, relating it closely to the marzinal cost-marginal revenue equality 
of traditional price theory. In addition, reference js made to conventional 
business practice and the amount of information available to the average 
businessman. This section of almost thirty pages is tightly written. While no 
- careful Count has been made, the word “if” probably appears more frequently 
than any other, for supposition follows supposition and the reader is required 
to work through numerous successive examples. In effect, these examples re- 
quire the reader to make some numerical calculation to determine whether 
revenue rises more than cost from a specific circumstance. — . f 

We learn in that chapter that the break-even and profit charts are the tech- 
niques that enable businessmen to apply economic analysis to managerial 
decisions. If I understand Doyle rightly, he concludes that economic analysis 
contributes to practical -business operaticn by: (1) directing the decision- 
maker to ask whether a particular action contributes more to total revenue 
than it adds to total cost; (2) calling atter:tion to the possible effect of output 
on unit cost; and (3) directing thought to the responsiveness of sales to price 
changes (p. 333). l i 
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The chapter which follows applies the break-even chart directly to decisions 
of multi-procuct firms, and completes the discussion of price and output 
decisions of tne individual firm. Subsequent chapters are concerned primarily 
with general pricing practices and their social implications. 

Chapters 11 through 13 deal with price leadership, uniform delivered price 
systems and price discrimination. These chapters depart little from the con- 
ventional treatment of these topics, though there are many statements that are 
not proved cr shared „by economists generally. They will not injure the ad- 
vanced business student, however, for his prejudices are likely to run counter 
to Doyle’s. 

The last two substantive chapters attempt to explain the incomes -of labor 
and management and discuss the interest cost and financial solvency problems : 
of the individual firm. These chapters will do little more than afford an oppor- 
tunity for teachers so inclined to introduce these topics. Apart from well- 
balanced staiements about labor relations in general, the first of these simply 
makes difficult to comprehend the simple dictum that employers should not 
pay workers more than they contribute to total value of output. The final 
chapter, entitled “The Economics of Finance and Bankruptcy,” touches on 
less familiar ground, but here again straightforward concepts are over- 
elaborated end probably obscured by the author's desire to say everything 
geometrically. : 

It is difficuit to make general statements about a book that is so uneven in 
its separate parts. On the debit side, Doyle may have made a strategic error 
in making che book so short, or, equivalently, in deciding to do so much. 
Although his writing style is crisp and clear much of the time, the better-than- 
average student probably will find this book very difficult. Part of the student’s 
difficulty will result from the book’s organizational weaknesses. Especially in 
the arrangement of topics and sequence of ideas, within individual chapters is 
improvement possible. The book also suffers from a shifting viewpoint. Busi- 
ness practices are discussed from the standpoint of owner profits and social 
benefit withcut clear-indication of which viewpoint is being applied. Also, 
greater justification for the heavy reliance on the break-even chart than has 
been offered would be desirable. The reader waits in vain for discussion of the 
difficulties zhat are faced in applying it in concrete cases and for an examina- 
tion of alternative methods that might be employed to obtain similar results. 
Finally, Doyle, as most other authors writing in this general field, makes 
numerous statements about business procedure or conditions that are un- 
supported. They are stated as if they were generally accepted conclusions, 
even when they are minority, though possibly correct, opinions. 

On the credit side, Doyle undertook an eminently worthwhile task. The 
value of economic analysis for a practicing businessman has long been a major 
problem confronting college teachers and administrators. That this reviewer 
does not share Doyle's conclusion on this matter is irrelevant. Each reader can 
decide for himself whether or not Doyle has shown that refined economic 
analysis is an important aid to a practicing businessman. Doyle certainly has 
been intelligent, industrious and imaginative in trying to make economic 
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analysis relevant and useful to business operation. In addition, from my 
limited knowledge of the literature, Doyle has introduced refinements for 
_break-even chart analysis that some will find useful. 

The reader will almost certainly come away from this book with the feeling 
that it is intelligent, imaginative and sensible. Doyle clearly could write a 
lucid, original and illuminating book about business operation and decision- 
making. However, he did not Quite reach the mark in this book. 

A. R. OxENFELDT 

The City College of New York 


Marketing in the American Economy. By Roran S. VAILE, E. T. GRETHER, 
and Reavis Cox. (New York: Ronald Press. 1952. Pp. xviii, 737. $6.00.) 


The appearance of this book was eagerly anticipated by many teachers in 
the field of marketing because of the recognized standing of its authors and 
because teachers were led to believe that a new approach to the subject would 
be taken. It does differ substantially from other widely used introductory texts 
in marketing. 

The authors state at the outset that “We have a common meeting ground 

. in our conviction that students can best be introduced to marketing by a 
textbook whose primary point of view is the transcendent importance of this 
social institution as a vast and complex function of our free-enterprise econ- 
omy.” This statement together with all it implies to people trair-ed in the social 
sciences serves well to characterizé the book. Marketing teachers recognize 
that the subject can be approached in the manner suggested or primarily from 
institutional, functional, or managerial points of-view. Inevitably there is 
something of each in any comprehensive treatment of the subject but primary 
emphases may differ and, in this instance, the emphasis is definitely upon the 

- social and economic significance of those activities which have come to be 
included under the term “marketing.” 

The authors think of marketing as fhe directive force in a free-enterprise 
economy. Specifically, the two principal or basic tasks of marketing are stated 
as follows: (1) to direct the use of resources and allocate scarce supplies in 
conformity with existing demand, and (2) to aid in making consumption 
dynamic in conformity with changes in our ability to cater to human wants.” 
Furthermore, the concept of “resources” is a broad one as it includes human 
as well as natural resources and “the political and economic institutional 
arrangements under which we live.” It ‘s likely that these broad concepts are 
foreign to the thinking of many teachers of marketing. Perhaps they will not 
find themselves in agreement with this conceptual pattern but at least their 
thinking will be stimulated by the ideas presented, particularly those in Part I 
under the title, "Marketing in Our Economy." 

The book proceeds with Part II, Specialization and Integration in Market- 
ing; Part III, Buying and Selling; Part IV, Pricing? Part V, Marketing within 
and between Regions; and Part VI, Marketing Efficiency and Control. Part II 
is particularly well organized. After an opening chapter on channels of distri- 
bution there are excellent chapters on collecting, sorting, and dispersing mer- 
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chandise and on organization of the flow of ownership. These are followed by 

a too short discussion of wholesalers and retailers. The authors then consider 

nonprofit agencies, nonowning agencies, and, finally, questions of stability and 

change in marketing agencies. In this latter chapter there is a short discussion 

of the historical development of marketing. While, to the reviewer, this is a 
most welcome addition to any introductory textbook on marketing, there is too 

little of it. Marketing students need more historical perspective. After reading 

many textbooks in marketing, students may well think that goods and services 

were first marketed about the time of World War I. 

Part III ot Buying and Selling comprises a number of very short chapters 
on buying, on selling of primary products, and on selling by manufacturers ' 
ahd distributors. They are too short to be reasonably comprehensive, particu- 
larly the one on selling of primary products. The marketing of farm products 
is given but scant attention anywhere in the book. The last chapter in this 
section, on nonprice competition, while good, again is too abbreviated, par- 
ticularly in its treatment of aggressive selling as a nonprice weapon. A better 
balance of attention to subject matter according to its relative importance 
would have been gained if this part of the book had been expanded, with more 
attention to the activities of the manufacturer, the wholesaler, the retailer and, 
perhaps, other intermediaries as marketing institutions. This expansion would 
have overcome a possible criticism that the student may actually know little 
of such institutions after reading this text. 

In Part IV the authors have compressed much on pricing and price policies 
into about one hundred pages. The topics and subtopics are well chosen and, 
while the discussion of each is necessarily limited, these chapters do serve well 
as an introduction tc the whole field of pricing. Chapters are included on the 
mechanics and procedures of pricing, pricing problems and policies, pricing by 
primary producers and manufacturers, pricing by distributors, and price struc- 
tures and the price system. 

Marketinz teachers will have mixed reactions to Part V, Interregional 
Marketing. While the material presented is important, of interest, and new to 
introductory marketing texts, the question arises whether it should appear 
therein in view of space limitations. Publishers apparently feel that textbooks 
of 700 to 800 pages are of “right” length. This imposes difficult problems of 
choice of materials upon authors. Furthermore, knowledge in this field of 
marketing has grown so tremendously in the past three or four decades that 
authors must, of necessity, give much attention to problems of inclusion and 
emphasis. Part V, to this reviewer, is marginal material for an introductory 
text, and it might well be condensed or reserved, in part at least, for advanced 
texts on marketing or for those on marketing research. If this material was 
condensed, more attention could be given to marketing history, to marketing 
institutions, to the marketing of agricultural products and raw materials, and 
to other subjects which are dealt with too briefly. 

The finel section, Part VI, Marketing Efficiency and Control, is well inte- 
grated and well related to other parts of the book. The authors discuss market 
research and information; budgeting and accounting controls; the social per- 
formance of marketing, with particular attention to the problem of measuring 
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efficiency; and government regulation To a greater extent than in Parts 1I 
and III attention sufficient to satisfy the reader has been given to each subject 
covered. The nature of the attacks on marketing and the defenses against 
them and questions relating to the social significance of marketing are par- 
‘ticularly well handled. 

Teachers will find this book more difficult to use than other marketing texts. 
For its effective use the iristructor will have to be better prepared and more 
competent in' the social sciences. The concepts are so erudite, the materials 

- presented so condensed that the studert will need more explanation and dis- 
cussion in class sessions than is usually the case. While the book has a most 
interesting and challenging approach, it may be questioned whether some 
teachers of marketing are sufficiently well prepared to use it effectively: 
Furthermore, it deviates so much from <he texts most commonly adopted that 

' the instructor may have to reorient his :hinking on marketing. Still the use ož 

this book will provide a stimulating educational experience for both instructors 
and students. 

It might also be noted that the contemt of advanced marketing courses may 
have to be changed if this introductory text is used. The reason is that the 
instructor can not assume to as great an extent as with other texts that the 
functions and practices of market intermediaries are known by students; or 
that they have a thorough groundwork in all phases of marketing, particularly 
from an institutional point of view. Ncr does the book lend itself well to a 
joint case-textbook approach in a course. 

The foregoing comments should not be taken as sitai ones but only as a 
recognition of the fact that the authors have seen fit to prepare a different type 
of book than has customarily been written in this field. There is penetrating 
analysis in this book, there are many bits of wisdom sprinkled on its pages, 
there is good organization of subject matter and much good writing. More- 
over, in general, collaboration among the authors has been effective. But 
whether such a book as this meets the -equirements of a good introductory 
text unless the first course in marketing is postponed to the junior or senior 
year-will be questioned by many marketing teachers. Few will doubt that the 
~ book should be required reading by students of economics and by those of 
business administration at some time during their college years. 

D. M. PHELPS 

University of Michigan 


Industrial Organization; Publiz Regulation of Business 


Defense, Controls and Inflation. Edited bv AARON DIRECTOR. (Chicago: Uni- 
versity of Chicago Press. 1952. Pp. x, 342. $3.5Q.) 

In April 1951, the University of Chicago Law School sponsored à conference 

‘designed to “clarify the areas of agreement and disagreement" concerning 

economic controls during the post-Korea mobilization. Attending were 70. 
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persons selected from business, law practice, journalism, labor organizations, 
legislative and administrative posts in government, and members of law and 
economics faculties. Working from a prepared agenda, separate sessions moved 
fromi monetary policy to fiscal policy, then to direct controls and on to the 
special problems Britain faces, and to the long-run effects of alternative con- 
trol programs on free institutions. The verbatim report of the conference, in- 
troduced by a summary chapter by the chairman of the planning committee, 
constitutes tne volume reviewed here. 

From the opening session to footnote dissents to the one-chapter summary 
of the discussions, two sharply divergent policy programs were argued. One 
which was labelled that of the “Chicago School," consisted solely of vigorous 
monetary control carried out by Federal Reserve open market operations. No 
direct controls over wages, prices, or uses of materials, or over total amount 
or direction of use of investment funds should be imposed. Even a balanced 
budget, while helpful, would not be fundamental, for a deficit could be offset 
by still tighter money and the restricting effect of higher interest rates. Dis- 
sent from this extreme viewpoint was sharp and brought out an alternative 
program. Thé fundamental points of this plan were to place fiscal policy in 
the active rôle, with its effects reinforced by a marked, but not drastic, 
tightening cf bank credit, and by varying degrees of direct control over in- 
vestment ard over the use and prices of scarce materials. Few argued for the 
general wage and price controls which were in force at the time. 

These sharply different policy proposals are not new but the discussions of 
them provide an opportunity to reflect on the rôle of economists in one or more 
of the following steps in policy formation. (1) Clearly the economist is best 
qualified to provide, and is responsible for, the delineation of the underlying 
general relationship(s) in the area(s) of economics in which the problem 
falls. (2) Likewise, this reviewer contends, the economist must adapt such 
general theory, or blend it with other relevant theory, so as to develop the 
economic aspects of policy which the peculiar attributes of the particular prob- 
lem require. (3) The further adaptation to what is legislatively and ad- 
ministratively feasible is the final step but one for which the economist has no 
particular. competence. His counsel on probable economic consequences of 
alternatives may nevertheless be of value. . i 

The propcsal for sole reliance on interest rates as a mobilization period con- 
trol does not go beyond step one. It is a literal application of the general 
doctrine that the price system is an efficient means for allocating resources. A 
business boom, a mobilization period, or full-fledged war all call for the same 
prescription. No attempt was made to show how, under the existing circum- 
stances, resources would be reallocated with the speed and in the direction 
needed. Rather appeal was made to the logic of the price system, or how bad 
the alternatives are. On the specific point of whether interest rates could con- 
trol inflation dissent was vigorous, but to criticisms of the plan the repeated 
response was in the vein of the poet’s mountain climber, “Excelsior.” Interest 
_ tates of 12 per cent would not bother Hayek (p. 59), for example. Such 
reasoning led Harrod to observe, “I should like to say that I do not think it is 
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an issue that can be decided by logic but rather by history and experience, 
and my contention is that history does not show that a tight credit policy can 
prevent the development of inflation in the kind of situation where there is a 
real demand for goods and services such as we have at the present time” 
(p. 64). 

In like manner, but aimed directly at the logic of the “Chicago School's" 
position, was Hitch’s observation that the theory which demonstrates the 
superiority of “free markets and the price system is a theory of ‘comparative 
statics.’ It shows that in a quite technical sense we can get an ‘efficient’ alloca- 
tion of resources by using free markets in certain circumstances. But tke 
method of analysis used is comparative statics. I know of no satisfactory 
theory which shows either that the peth which the economy takes from one 
position of equilibrium to another is an optimal one or that, when time is im- 
portant, we traverse that path at the optimal of speed" (p. 218). 

Economists may debate whether existing theory gives insight into the 
character of the inter-equilibrium path, but that need not be resolved here, 
for it is speed and accuracy of readjustment of resource use which is funda- 
mental. The risk of major errors cannot be taken for national security is in- 
volved. It was not economists at the conference who pointed out the irrelevance 
of Jewkes’ argument that reconversion after the war in the United States and 
Germany showed how rapidly free markets could reallocate resources: Instead 
it was two lawyers and Senator O'Mahoney who indicated the fundamental 
difference between attracting resources temporarily from their long-term use, 
which is the mobilization problem, and releasing them to return to their long- 
term use, which is the reconversion process. i 

Equally important is the time pattern of developments during the mobiliza- 
tion period and the speed at which various controls can become effective, or 
cease to be necessary. That there had been the sudden impact of the Korean 
action, that there was under way a sharp buildup to a probably long-sustained 
higher plateau of military expenditures, got into the discussions only in- 
cidentally. What these facts meant for or against particular control programs 
or their duration does not stand out in the proceedings. 

That the discussions did not deal systematically with such topics reflects 
the fact that the conference did not start with a consideration of the unique as- 
pects of the mobilization problem. Had this been done, attenticn would have 
focussed quickly on step two mentioned above. That this was not done indi- 
cates once more the viewpoint of those who prepared the agenda for they are 
of the “Chicago School.” To them mobilization is not or should not be dealt 
with as a unique problem. That is the logic of their position, although that 
logic is reinforced by step three considerations to the effect that controls may 
damage the free market system permanently. 

Proponents of the composite program, which would include at least some 
direct controls, also had their views of political desirability. These included 
political inacceptability of very tight money and of falling prices and wages 
in sectors of the economy from which demand shifted. Consequently the mone- 
tary program would be ineffective and inflation substantial and real damage 
would be done to free institutions. 
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In noting the positior. taken by participating economists, one finds a fairly 
high, but not perfect, correlation between the extent to which individuals had 
been involved in public policy formulation and the program they supported. In 

'general those who had had active róles in World War II or Post-Korea 
mobilization, or had participated in the policy studies by such groups as the 
Committee for Economic Development or the RAND Corporation, favored the 
composite program which included at least some use of direct controls. Does 
the view of economists in these positions reflect a bending to political ex-' 
pediency, or a greater awareness of the unique problems of a mobilization 
period? Or do those who adhere to monetary policy only, or even that plus. 
active fiscal policy, understand the economics of the situation more clearly; 
or are they blind to essential conditions? The reviewer frankly is of the former 
school and suggests that the “discipline of responsibility" aids in the formula- - 
tion of, but should not dominate, economists! views on policy. When the lay 
*participants in the conference referred to the "highly abstract" character of 
much of the discussion, this was their way of asserting that the proponents of 
the exclusive use of tight money had not adapted their analysis of the market 
system to the facts and forces of a mobilization period. 

RicHamp B. Hsrtéso eue 

Northwestern University 


Gréssenordnung und horizontale Verflechtung in der Eisen- und Stahlindustrie 
der Vereinigten Staaten, Grossbritaniens, Frankreichs, Belgiens, Luxem- 
burgs und Deutschlands. By HERBERT STEINER. (Kiel: Institut fiir Welt- 
wirtscheft, Universitat Kiel. 1952. Pp. v, 119.) 


This very well documented publication investigates the dlie size and 
horizontal integration of the iron and steel industry of the six countries men- 
tioned in the title of the book. The relative size of the firms is measured in two 
ways: first by comparing the volume of output, and second by comparing the 
amount of capital investment. The relatively greatest concentration of eco- 
nomic power is found in Luxemburg where in 1950 the leading concern 
(ARBED)p-oduced 64.5% of the raw steel Next in line was Germany 
(Vereinigte Stahlswerke, 38.7% for 1938), the United States (U.S. Steel 
Corporation, 32.596), Belgium (group Cockerill, 32.196), France (group de 
Wendel, 19.566) and Great Britain (United Steel Cos., 13.1%). The schedule 
of capital investment does not completely parallel the above sequence. In 
France and Great Britain the top producers are not the ones with the largest 
, capital investment. 

Much more interesting than the above, purely statistical, survey is the part 
of the publication dealing with horizontal integration. Here, the author shows 
the basic diference between industrial organization in the United States and 
in the European countries. The concentration and growth of heavy industry 
in the former has taken the form of holding companies (U.S. Steel and Beth- 
lehem Steel) or outright mergers (Republic Steel) rather than of loosely 
organized concerns based on mutual shareownership and interlocking directo- 
rates customary in Europe. 
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Unfortunately the author gives us no information at all of the horizontal 
integration in Germany prior to May 1, 1952, the date on which the disinte- 
gration of German heavy industry by order of the Ruhr Authority was com- 
pleted; nor does he draw any coxclusions concerning the effects of horizontal 
integration on output and price fo-mation. : 

HERBERT C. WITTGENSTEIN 
. Stanford University, California 


Public Utilities; Trensportation; Communications 


' Atomic Power—An Economic aad Social Analysis. A Study in Industrial 
Location and Regional Economic Development. By WALTER Isarp . 
and Vincent WHITNEY. (New York: Blakiston. 1952. Pp. xi, 235. 
$4.75.) 

Highly significant public policy issues may arise during this session of 
the Congress as the nation’s legBlatcrs seek to clear the statutory way for 
future industrial development of electric energy from nuclear sources. Looking 
beyond these domestic policy proolers, Isard, an economist, and Whitney, a 
sociologist, have joined forces in a successful interdisciplinary effort to analyze 
the more distant influence of nuclear power upon the location of large fuel- and 
energy-consuming industries and upon the development of industrially de- 
veloped and undeveloped econom.es. The study follows by a year and a half ' 
the rather similar one prepared, andet the direction of S. H. Schürr and J. 
Marschak, by the Cowles Commi:sion.* Both are useful preliminary explora- 
tions into uncharted territory, thet alluded to in Séction 7(b) of the Atomic 
Energy Act of 1946. This directs the U. S. Atomic Energy Commission and 
the President to submit to the Corgress a report, with legislative recommenda- 
tions, setting forth their “estimate of t3e social, political, economic, and inter- 
national effects" when the industr.al, commercial, or other nonmilitary use of 
atomic energy has been "sufficiently developed to be of practical value." 

. The Cowles Commission study made rather optimistic assumptions concern- 
ing the future cost of nuclear power, but after surveying a number of large 
fuel- and power-consuming industries found that the probability of substantial 
savings in cost appeared small, although locational shifts might be facilitated 
by nuclear power in special circumstances, Tae findings of Isard and Whitney 
are not essentially different, althouzh the method of analysis diverges in certain 
essential aspects, to be mentioned later. 

At this stage of our knowledge Isard and Whitney are compe:led to speculate 
on, rather than to measure, the expected impact of future nuclear power utili- 
zation. They first review the oper literature on reactor technology (Part I) 
although the point of doing so is hardly made clear in economic terms. While 
recognizing that military needs during a long period of international tension 
are. likely also to. promote technical progress for peaceful applications, they 


1 Economic Aspects of Atomic Power. An Exploratory Study Under the Direction of 
Sam H. Schurr and Jacob Marschak (Princeton, 1950). Reviewed in this journal, Decem- 
ber 1950, XLI, 994-95. 3 
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- fail to appreciate the significance of possible dual-purpose nuclear reactors, 
producing as joint products power and fissionable material. After reviewing 
(in Part II) the scanty literature available on estimated nuclear power costs, 
practically all of it enthusiastically inspired during the first year after Hito- 
shima, Ïsard and Whitney take a skeptical attitude toward specific unit cost 
estimates, notably those of Schurr and Marschak, derived from the so-called 
Thomas report (1946). They quite properly conclude that no one can yet 
“really predict even a meaningful range of costs of atomic power at future 
stages ‘of development” (p. 25). They prefer instead to think in terms of the 
levels to which nuclear power costs must fall to affect production costs, loca- 
tion of industry, or the introduction of new processes. The weakness of the 
specific cost approach can be readily demonstrated. If the cost of electric 
power from nuclear sources is dependent in part upon the “price” of by- 
^ product fissionable material, then the specific cost of electric power becomes 
indeterminate: S 


The direc: cost-saving effects of nuclear power, Isard and Whitney proceed — 


to show, are likely to be small, noting that purchased energy and power for 
United States manufacturing industries have never exceeded 7 per cent of the 
value addec by manufacture. They look momentarily at possible indirect 
effects, concluding that Leontief's input-output analysis of interindustry rela- 
tions may hold some hopé of providing à method of measurement. After ana- 


lyzing the theory of industry location, the authors state that “any lowering of: 


power costs based on nuclear energy will hardly be of sufficient importance to 
nullify other locational forces. Any wholesale relocation of industry is un- 
likely” (p: 71). Case studies are made of the ceménit, glass, iron and steel, and 
aluminum industries. : 

In Part ITT the authors assess the impact of nuclear power upon economic 
devélopment and upon regional economies, recognizing the contributions of 
Such sociologists as W. F. Ogburn, H. Hart, and S. C. Gilfillan, who have 
stressed the cultural factors impeding or facilitating technological innovations. 

_ Isard and Waitney find that utilization of nuclear power, as for other innova- 
tions, will be determined by the conflict between “cultural resistances” and the 
effective need for low cost power. Thus, in industrially undeveloped nations 
cultural resistarices and lack of real demand for energy resources may combine 
with the shortage of capital and skilled persorinel to prevent significant utiliza- 
tion of nuclear power. Ari interesting case study is made of Brazil, an essen- 


tially agricultural eccnoniy deficient 1 in both petroleum. and coal. Power, they . 


conclude, is unlikely to be the key to the economic growth of such industrially 
undeveloped nations. 

- Turning to industrialized areas, the authors suggest that the “stage of in- 
dustriáliza-ion" may greatly influence the cüritribution of nuclear power but 
the brief for this seems hardly convincing. There is no disputing the fact, how- 
ever, that while màtüre economies may posséss requisite capital and technical 
resourcés, perhaps the controlling factor will be the extent to which aggressive 
industrial leadership, possibly assisted by government, will feel impelled to 
uhdertake nuclear power development. After comparative study of a number 
of highly :ridustrialized countries, Isard and Whitney somberly conclude that 
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"among major nations, the United States appears least likely to improve its 
relative economic status through atomic development" (p. 187). Their final 
conclusions are realistically restrzined. They foresee major cost savings as un- 
likely, and expect only limited commercial use of nuclear power. They concede : 
that there may arise new industrial processes and a host of indirect effects not 
now discernible. This study is noz the last word on a speculative subject, and 
the authors would be the last to suggest that it is. 

Having benefited by two useful exploratory investigations, economists may ` 
now well ask, “How should we, and other social scientists, usefully proceed to 
analyze the advent of nuclear power?" Enumeration of the topics both studies 
failed to explore may be helpful. First, neither study assayed what small sav- 
ings in power-generating costs might mean to the electric utility industry as 
such, having considered electric power consuming industries only. It is in the 
electric utility industry that nuclear power must make its economic way. Sec- 
ond, both studies were preoccupied with conventional industrial applications of 
relatively low cost electric power, and avoided consideration of specialized 
applications where nuclear power, because of its special technical character- 
istics, may be a peculiarly attractive and economical alternative. Nuclear 
power plants may ultimately have special advantages either as small *package" 
plants (for use in isolated areas, in ships and cargo planes) or as large com- 
plexes, exceeding 1,000,000-kilowatt capacity, located in bigh cost areas of 
heavy consumption. Third, one would hope that a careful analysis will be made 
of the nation's long-term need for nuclear power weighed against the vast con- 
ventional energy resources likely to be available over the next half century, 
but with rising fuel costs pushing electric power rates higher. Does industrial 
nuclear power on economic grounds warrant a major national effort? Finally, 
and most important perhaps, it is bout time that economists and other social 
scientists began to direct special attention to the immediate issues of national 
economic policy impinging on the introduction of nuclear power for industrial 
purposes. 

'The U. S. Atomic Energy Commission recently announced that four in- 
dustrial groups had submitted comparatively optimistic interim reports on the 
industrial development of dual-purpose power reactors. Such reactors were 
said to be technically feasible; the problems remaining are essentially economic 
and political. Should it prove possib-e to declassify these reports for public use, 
economists will have available for the first time technical and economic data 
. needed for fruitful analysis of long-range implications, as well as imminent 
economic problems. 

Here are some of the notable issues appearing, as the present provisions of 
the Atomic Energy Act of 1946 become impaled on the emerging facts of in- | 
dustrial nuclear power development: government monopoly is provided in the 
Act; should a new public policy be established permitting private ownership 
of nuclear power plants? How can the development of nuclear power be made 
consistent with the overriding reau:rements of the national defense? Should 
fissionable material needed to fuel civilian reactors be diverted from military 
uses? Should the federal government guarantee a long-run market for industry- 
produced plutonium? What róle.sbould such federal agencies as the TVA 
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and the Department of the Interior play in the industrial development of 
nuclear power? These ard many other questions are now arising to challenge 
economic analvsis in the formulation of public policy. : 

: Parner MULLENBACH* 


* The author is on the staff of the U. S. Atomic Energy Commission. The views ex- 
pressed are those of the author and should not be considered as representing the views of the 
Commission or its staff. 


Transportation: Principles and Problems. By T. C. Bicmam and M..]. 
Roserts. Znd ed. (New York: McGraw-Hill. 1952. Pp. xvi, 710. $6.00.) 


The present volume, which is a revision and enlargement of a well-known 
text on transportation, is similar in scope to other texts in this field, but, as 
might be expected, differs in emphasis and organization. Since it is of moderate 
length and scmewhat shorter than its leading competitors, some topics in- 
evitably are treated very briefly. Opinion will doubtless differ widely as to the 
wisdom of the authors’ allocation of the available space. The reviewer’s opinion 
is that most subjects receive adequate attention and that in general the present 
volume is an improvement over tke first edition. The most significant improve- 
ment, in his view, is the addition of chapters entitled “Transportation and 
Production” and “Transportation and Exchange.” These cover the important’. 
subjects of the effect of freight rates on the location of industry and the rela 
tion of freight rates to the prices of commodities. 

‘On the other hand, the reviewer feels that somewhat fuller treatment of a 
few topics wculd have been desirable. One such topic is transportation cost, 
which is good as far as it goes but which might well have included some dis- 
cussion of empirical studies of cost, such as the rail and motor cost studies 
prepared by the staff of the Interstate Commerce Commission. A second topic 
which, in the reviewer's opinion, deserves somewhat more space than the nine 
pages allotted to it in this volume is public policy with respect to control over : 
entry, especially as regards motor and air transportation. Third, the legal obli- 
gation of carriers with respect to such matters as acceptance of shipments, 
supply of equipment and liability for loss and damage would seem to merit at 
least a substantial portion of a chapter, whereas only about one and one-half 
pages are devoted to them. Finally, one other general topic which might well 
have warranted further attention is the organization and procedure of the 
federal transportation regulatory agencies, proposals for the reorganization of 
these agencies, and the relation cf regulatory agencies to the courts and to the 
executive branch of the government. In contrast more than half of the chapter 
on the general level of rates (32 out of 58 pages) is devoted to the question of 
valuation and rate of return, an allocation of space which seems somewhat 
excessive in view of the relatively subordinate róle played by these matters in 
discussions of transportation policy at the present time. . 

The general plan of organization of this volume is to treat successive topics 
“across the Eoard" with reference to each agency of transportation instead of 
giving a complete treatment of each agency of transportation jn turn. The 
reviewer expresses no opinion as to the respective merits of these two general 
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approaches but he would recommend at least. two changes in the organization 
of individual topics. One of these is in connection with the treatment of trans- 
portation cost. Chapter 6, entitled “Transportation Costs: Economic Basis of 
Rates and Regulation,” discusses constant arid variable cost, common and 
separable cost, discrimination and ruinous competition; while Chapter. 12, 
entitled "Principles Underlying Particular Rates," considers the economies of 
full utilization, long-run decreasing cost and value of service. "The purpose of 
the authors in thus separating the treatment of these topics is apparently to 
make Chapter 12 serve as an introduction to the succeeding chapters on rate 
structures and the control of discrimination. The reviewer is of the opinion, 
however, that considering the close interrelationship of the topics mentioned . 
there would have been a clear advantage in treating thém together in the 
earlier chapter. 

The reviewer's other principal comment with regard to ilis obpadlenton of 
the volume is that a more unified treatment of the problem of transport co- 
ordination would have been desirable. The volume contains much good : 
material on this subject, notably in the chapter on interagency rate relations, 
but it might be difficult for students to obtain a comprehensive view of the 
various aspects of this intricate problem because the various aspects are not 
drawn together and related to one another in a single chapter or series of 
chapters. 

The authors’ views regarding transportation policy are anven sum- 
marized in the concluding chapter. Among other things they recommend that 
the declaration of national transportation policy in the Interstate Commerce 
Act be broadened to embrace promotion as well as regulation and to include 
air transportation in addition to the agencies presently covered. They favor 
centralizing regulatory authority over all forms of transportation in the Inter- 
state Commerce Commission, maintaining the status of the Commission as an 
independent agency, and centralizing promotional functions in a Department 
of Transportation or in a division of the Department of Commerce. They pre- 
sent-in some detail recommendations for the relaxation or liberalizing of regu- 
lation in some directions and for the extension of the scope of regulatory 
authority in others. 

With a few changes in the order of assignment of chapters along the lines 
suggested above, and with the introduction of supplementary material at a 
few points, the reviewer believes that this volume should prove to be a satis- 
factory text for a general survey course in transportation. 

~ RosertT W. HARBESON 
University of Illinois 


Economics of Transportation. By RUSSELL E. WESTMEYER. (New York: 
Prentice-Hall. 1952. Pp. viii, 741. $6.00.) 

A writer of a text in transport economics must rfecessarily select an caps: 

sis, for the volume of material and problems to be described and analyzed in 

the field is too large to permit complete treatment. In his approach, Professor . 
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Westmeyer-has emphasized the public utility characteristics of transportation 
and the railroads among the major agencies. Thus, the text will appeal most to 
those who desire to give primary attention to the history and development of 
regulation and to railroad problems. Notwithstanding, considerable discussion 
is found of problems in air, motor and water transport, although subsidy and 
its effects upon the railroads receive the most thorough analysis; and some 
problems, such as the economics of highway investment, are scarcely men- 
tioned. Freight forwarding, railway express, parcel post and Pullman services 
are discussed briefly, but many will regret elimination of reference to inter- 
national shipping, the réle of the automobile, and intracity transport. 

The text is somewhat long for a one-semester course in transport economics, 
, but with supplementary readings in periodicals and monographs, it could 
additionally be used in a transport problems course. It is readable and the 
exposition is clear. The -author desirably avoids use of too many -details of 
interest only to technicians and offers students the aid of numerous background 
explanations. The general tone is objective. Many economic problems are 
raised for discussion, with little tendency to express definitive judgments. Two 
methodological features open to criticism até the slight use of maps and charts 
showing facilities, traffic flows and the relation of rates to distance, and the 
infrequent reference to the best periodical literature. While other texts are 
cited frequently as suggested readings, the limited references supplied will not 
stimulate inquiring students to read more thoroughly in the ‘appropriate theo- 
retical works and in special monographs. However, helpful footnote references 
to leading regulatory decisions are found in chapters on regulation. 

As with most transport texts, this one is heavily descriptive with respect to 
transport development, regulation; and rates and services. Although general 
statements of the nature of the transport market as a whole, the incidence of 
freight rate changes, the theory of transport démand; and the theory of rates 
are not found, much pertinent analytical comment appears throüghout the 
book in reference.to particular problems. Such analysis is usually clear-cut and 
competent. Nevertheless, many readers will regret the lack of a unifying frame 
of reference. As one proceeds through the chapters tó'the final two devoted to 
general transport problems and policies, one becofnes increasingly aware that 
the author is concerned with an economic allocation of resources in transport. 
Yet Westmeyer:does not inform the reader of that dominant theme at the be- 
‘ginning, nor does he comprehensively develop the theory and requirements of 
economic allocation. Much of what ‘disturbs him about the resource allocation 
depends upon his assuniptions of a normal ovérsupply of transportation, excess 
capacity in the railroad industry, and a high ratio of constatit costs in that 
field. The económies of utilization and highly variable profitability in railroad- 
ing are frequently mentioned in calling attention to the pessimistic conse- 
quences to the railroads and the public of the growth of other agencies relative 
to the railroads; of development of facilities in each agency independent of 
the effect upon other agencies; of the oppórtunity to operate which is granted 
to limited common carriers and to contract, private and exempt carriers; and 
of the excess iransport supply resulting from subsidies to air and water trans- 
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port. And while the criterion of the position of the railroads is applied through- 
out, far less attention is/given to the benefits of technological and service inno- 
vation, the advantages of reasonable excess capacity, the relation of transport 
to economic development, and the economics of investment. Does Westmeyer ~ 
think a repetition of the restrictive tendencies of the 1930’s in transport regu- 
latory policy desirable? Some transport economists thought that the last war 
had ended the myopia of aren years in regard to adjustment of supply 
to demand! 

Since transport economics basically must be concerned with allocation of 
resources, any text must examine the economic effects of promotional and 
regulatory policies upon the railroads. Those concerned with wastes in trans- 
port and continued private ownership of railroads will heartily endorse West- 
meyer’s frequent reference to evidence of the wasteful effect of subsidized 
transport. Admittedly, removal of subsidies would improve the allocation of 
resources, although Westmeyer appears at several points to exaggerate the 
benefits to railroads. But aside from measures to reduce subsidy, it is not 
shown how further coordination, which is described in confident and glowing 
terms, can be accomplished. Coordination is a nice word but its real poSsibili- 
ties cannot be developed without serious consideration of advantages of un- 
coordinated transport where subsidy has been removed and without close 
analysis of the workability of competition in transport. Neither is treated ade- 
quately in the book. The disbenefits of further control of interagency compe- 
tition, a policy strongly implied, must be realistically appraised, not just 
mentioned and glossed over. And it is questionable that economic coordination 
can be evaluated solely in terms of high constant costs in railroading. 

Despite the text's concentration upon regulation in each transport field and 
substantial exposition of regulatory policies, little attempt is made to develop 
comprehensively the economic results, positive or negative, which regulation 
and regulatory agencies have accomplished for the public. This is a common 
fault of most transport texts. Since transport functions through regulated 
markets, there appears an uncritical tendency to accept the regulatory struc- 
ture and merely to describe key policies. While this may be informative, West- 


meyer's statement of accomplishments of regulation in terms of the number of. 


application and other cases which the Interstate Commerce Commission and 
the Civil Aeronautics Board have successfully handled is not very meaningful. 
It is not the process of regulation which is ultimately important, but whether 
it does, in fact, stimulate investment, innovation and invention; improve the 
allocation of resources; and work towards lower real costs. However, West- 
meyer can be commended for drawing attention to some particular regulatory 
policies, such as certificate restrictions, which merit examination from the + 
standpoint of end results, ' 
The text is teachable and a useful addition to the growing alternatives wak 
able to those who offer courses in transport. ; 
, *. James C. NELSON 
Washington. State College 


x 


23 


BOOK REVIEWS | : 467 ` 


Industry Sadie. 


-Competition in the Rayon Industry. By Jesse W. MARKHAM. (Cambridge: 
Harvard University Press. 1952. Pp. xvii, 245. $5.00.) 


Professor Markham’s analytical study is a useful addition to. the literature 
«of industrial organization and behavior. The principal sources of his factual 
information were the trade journals and Federal Trade Commission hearings, 

but the author has also had personal experience in the industry and has 
enjoyed the cooperation of some of its members in estimating the relationships 

` between cost and size. He successfully explains the structure of the industry 
and its behavior in terms of its underlying technology and of its historical and 
institutional background and then proceeds to evaluate its performance accord- 
ing to criteria of competitive workability. 

The rayon industry in the United States dates from the establishment of 
the American Viscose Corporation as a subsidiary of Courtaulds, Ltd. in 1910. 
Patent protection and requirements for technological “know how,” even in 

` the absence of patents, acted as barriers to entry and limited success in the 

. early years to subsidiaries of established European producers or to companies 
which could secure their help. The rayon industry thus was highly concen- 
‘trated from the start, and marked cost advantages to size have kept the num- 
ber of firms small. There are now 16 firms, 4 of which do 75 per cent of the 
business. 

The products of all firms are identical grade for grade which suggests that 
in a concentrated market, price tactics nfust be either cutthroat or cooperative. 
Among other influences, common historical links to members of the European 
rayon cartel have encouraged cooperation. Cooperation has been achieved 
through price leadership, which Markham identifies with Stigler's “dominant 
firm" and “barometric” types, and through outright collusion on at least one 
occasion. 

The cooperative interest in price is restrained, however, by two other maxket 
factors: the competition of other fibres and a strong incentive on the part of 

' each firm to maintain capacity production. With technological progress rayon 
fibre has become an increasingly close substitute for other fibres in an increas- 
ing number of uses, with a consequently high cross elasticity of demand. The , 
industry also believes that stable rayon prices are attractive to the fibre-using 
branches.of the textile industry. Thus competition of other fibres both limits 
the level of rayon prices and encourages their stability. 

The limit to the level of prices is reinforced and the stability of prices is 
threatened by the interest of each producer in capacity production. Each-plant 
at any point in time has an inflexible upper limit to output while unit and 
marginal costs rise if output is curtailed below this level. Seventy-five per 
cent of capacity is a critical level below which costs rise sharply. Thus if sales 
decline, production is maintained for a time and inventories rise. With a pro- 
longed decline, output mušt be cut and costs rise. The smaller firms, owing to 
higher cost levels, are most seriously affected, and if the cut is severe, they 
are likely to shade prices in secret while list. prices, which usually are the 
actual prices, remain identical for all producers. If output is curtailed more 


t 
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than 25 per cent the price leader is likely to reduce list prices thus re- 
establishing uniformity and enabling rayon to compete with other fibres on 
better terms, In this way a cooperative solution is found to the conflicting aims 
of price stability and capacity operation under conditions of Pactuecne and 
highly elastic demand. : 

The net results of this marke? pattern buch been rapidly denn technol- 
ogy, rapidly growing production and steadily falling price. In the early days 
when rayon producers had an effective monopoly of an inferior product with 
few close substitutes, the profit rate was high. By the late 1930's with a vastly 
improved product competing closely with other fibres over which rayon pro- 
` ducers had little control, the profit rate on investment was no higher than the 
average for manufacturing. corporations. There is little evidence either of out- 
put restriction or of price rigidity at the expense of output. 

Markham concludes that the industry is workably competitive and sug- 
gests no revision of its structure. He observes that rayon bas enjoyed a 
sheltered market as à result of absolute tariff protection since 1930 and as'a 
result of the support given to cotton prices by the agricultural programs. The 
gradual removal of tariff protection is suggested. 

This reviewer finds little reason to differ. with Markham's analysis of the 
industry on any important issue. My prircipal complaint is against a generallv 
awkward organization. As one example, Chart 11 which is first discussed on 
page 49 does not appear until page 150. To some extent this type of thing is a 
matter of personal taste and at the most-detracts from the pleasure and ease 
of reading. It does not prevent this from being a good, convincing and en- 
lightening book. 

RicHaRD B. TENNANT 

New Haven, Connecticut E 


Land Economics; Agricultural Economics; Economic Geography 


Resources for Freedom. VoL. 1: Foundations for Growth and Security, Vor. 
II: The Outlook for Key Commodities. VoL. WI: The Outlook for Energy 
Sources. Vor, IV: The Promise of Technology. Vor. V: Selected Reports 
to the Commission, A Report to the President by the President's Materials 
Policy Commission. (Washington: Supt. Docs. 1952. Pp. viii, 184; x, 210; 
viii, 43; x, 228; x, 154. $1.25; $1.50; 50g; $1.75; $1.25.) 


As economics has grown in:scope and complexity, economists have begun 
to search for a single ` unifying concept around which to organize the massive 
collection of factual data and analytical tools which the student of economics 
is expected to master. Such attempts have failed so far, as in the brief vogue 
of consumer economics a few years ago, but the search by no means has been 
abandoned. Neverthless, if success should be achieved it may not be the result 
of direct search but may well come through serendipity. _ 

Certainly, the President’s Materials Policy Commission did not set out to 
look for a unifying concept for economics, even though a study of its five- 
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volume report leads one to conclude that it may have taken a long step toward 
finding it. The Commission was charged with the responsibility of attempting 
to discover how. large a supply of materials would be required by the American 
economy in the future and whether such materials would be forthcoming. In 
its attempt to answer these questions, the Commission undertook to examine 
the growth potential of the national economies of the "free. world," and in 
particular to project the growth of the American economy to 1975. "This em- 
phasis on economic expansion is so consistently present and so well related 
to the discussion of.various economic problems associated with the procure- 
ment of materials that, it emerges as the central theme of the Report. Indeed, 
the handling of the growth concept is so skillful as to suggest the possibility of . 
a general reorientation and. integration of the diverse, specialized fields of 
economics around this single unifying concept. For the Commission’ S study of 
the materials problem: has led it into virually every field of economic inquiry 
and has resulted in a document which contains something o; interest and sig- 
nificance for many more economists than those whose primary interest is in the 
field of resourses utilization. 

Price economics is represented. in at least iire forms. First, there is the in- 
sistence of the Commission that “nothing should be permitted to interfere with * 
the principle that materials should be obtained at the leas: possible cost for 
equivalent values” (Vol. 1, p. 20), arid its equal i insistence on the fundamental 
importance of real cost as distinguished from money cost. Second, the Com- 
mission emphasizes the institutional character of the price- -making process and 
examines these interferences with the processes of price determination which 
tend to hinder the development of a given resource, encourage its wasteful use, 
or discourage the introduction of substitute materials i in the face of growing 
scarcity, Third, the Commission discusses the nature of cyclical price insta- 
bility in the world markets for raw materials and relates these instabilities to 
the problems. faced by-the American economy in assuring itself of a steady and 
uninterrupted supply of essential materials, both for economic ic growth and for 
. national security.:. 

In the field of. international trade’ the Conii ‘examines the effects on 
materials:acquisition of the multitudinous barriers to trade which exist in the 
world: today: It discusses the possibilities of private and public investment in 
foreign countries as a means of securing for this country adequate supplies of 
needed or essential raw materials. In line with its emphasis on growth factors - 
the. Commission pays particular attention to the problems of economic ex- 
pansion in the. 80- -called underdeveloped areas of the world. In line with its 
necessary concern with problems of national security and defense, the Com- 
mission, discusses the military strategy. of raw materials supply; and in doing 
so divides the world into two groups—the “free, non-comrauist world” and the 
communist group of national states. Both in its appraisal of the present world 
situation and in its recommendations for policy this Report offers substantial 

contributions to the economics of international trade. 

Theré are, of course, soutces of controversy in ‘this part of the Report. H the 
projections of materials consumiption for the United States and for the rest of 
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the “free world” are taken as forecasts they can only be challenged on tech- 
nical grounds, but if they are interpreted as guides to policy a question im- 
mediately arises. For a policy based on these projections would seem to claim 
a lion’s share of future output of many materials for the United States, while 
failing to allow for adequate aggregate expansion elsewhere. Some of the 
friendly nations are likely to describe this attitude as “economic imperialism,” 
thinly disguised for the American reader by the Commission’s justification of 
such policies by the principle of “enlightened self-interest.” 

On the other hand, the Commission does refuse to approve private or public 
policies of procuring our raw materials from the underdeveloped countries by 
the overt methods of colonial exploitation. Instead it cites with approval (and 
in Vol. V describes at some length) the policy of Venezuela which uses the 
revenues from the development of that country’s petroleum resources to pro- 
mote the education, social services and industrial progress of the Venezuelan 
people. 

Turning to a third field of economics, it may be noted that the Commission 
attacks boldly and at length the delicate problems which arise in the general 
area of social control and economic planning. At the outset the Commission 
states that its members 


believe in private enterprise as the most efficacious way of performing in- 
dustrial tasks in the United States. With this belief, a belief in the spur 
of the profit motive and what is called “the price system” obviously goes 
hand in hand (Vol. I, p. 3). 


They further state that: 


We believe in a minimum of interference with these patterns of private en- 
terprise. But to believe in a minimum of interference is not to believe that . 
this minimum must be set at zero. Private enterprise itself has from time 
to time asked for helps, or restraints, or counterpoises from Government to. 
keep the system working at its best; for this reason, among others, we have 
' experienced for a long time a mixture of private and public influences on 
- the functioning of our economy. The Commission sees no reason either to 
blink this fact or to decry it; as we see the future, the co-existerce of great 
private and public strength is not only desirable but essential to our 
preservation (Vol. I, p. 3). 


Probably there will be little disagreement with these propositions as a state- 
ment of principle. The rub. comes when one attempts to define precisely what is 
included in, and excluded from, “a minimum interference with private enter- 
prise.” Throughout the Report there is a struggle with just such an attempt at 
definition. In Chapter 5 the Commission states the basis of its own policy 
recommendations as follows: 


The task of overcoming the materials problem is far greater than merely 
locating enough physical resources. The task is to overcome the multi-. 
tudinous barriers described in the last chapter, but, more than thet, to offer 
positive spurs and encouragements for developing and applying energy 
and technology to the materials field, for insuring a sufficient flow of capi- 
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tal into it, for guarding our security, and concerning ourselves at every 
point with insurance.against rising costs (Vol. I, p. 17). 


Having set its goals the Commission then recognizes the impossibility of 
achieving them without a program of economic planning, saying that: 


Such a set of accomplishments will never be achieved at random: only 
a consistent policy toward materials can hope to bring them about. Policy: 
means here intelligently directed action toward consciously determined 
goals—as distinct from aimless drift and blind faith. It is not enough 

. to solve the problem “eventually”; while the Nation waits it can encounter 
such a succession of individual shortages as to disrupt the cost pattern 
and defeat an “eventual” solution altogether (Jbzd.). 


The Commission then deals with the problems of materials supply as-: 


signed to'it by the President by setting forth in Volume I some seventy-eight 
separate recommendations, most of which are specific and technical in nature 
and nearly all of which require government action. In addition, the Com- 
. mission staies its conclusions or beliefs on a larger number of other points 
. which involve implications for policy decisions. These recommendations and 
suggestions for private and public policy are justified as being attempts to 
minimize interference with the least-cost principle as applied to the utilization 
of resources in the process of production and trade. Equally, the Commission's 
emphasis on real costs makes it possible to interpret the least-cost principle 
as dealing primarily with ERAN social costs rather than with marginal 
private cos:s. 

Many economists will agree with the Commission's philosophy, but profes- 
sional and entrepreneurial opinions concerning the specific recommendations 
are likely to vary widely, partly for technical reasons, but also because of 
doubts whether the Commission's recommendations can be implemented with- 
out doing violence to the Commission's own belief “that the bulk of the task of 
insuring adequate future materials supply can best be carried out by private 
business under the competitive market structure, operating within broad policy 
outlines which it is the responsibility of the Government to provide" (Vol. I, 
p. 17). But whatever one’s opinion on this issue it must be agreed that the Com- 
mission in dealing with the problem of the functions of advance planning and 
with the réle of government in the contemporary economic affairs of the United 
States so directly and explicitly, has made a substantial contribution to pres- 
ent-day political economy. By the same token, it also has contributed to our 
understanding of the institutional aspects of economic growth. 

The above discussion has dealt with what might be called the by-products 
of the Commission's primary task. Viewed as a statement of the problems of 
resources utilization for the next quarter-century.the Report is worthy of very 


high commendation. It is almost the first government report on resources to - 


emphasize the economic end administrative aspects of resources development 
rather than the physical. It is, in effect, an elegant and massive superstructure 
built on the foundations provided by Zimmermann and Dewhurst; although 
there are, cuite naturally, many unfinished and unfurnished rooms in the edi- 
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ficé.* The Report contains studies and reports on dozens of raw materials and 
examines in'separate volumes the future outlock for key commodities (Vcl. 
If), and for sources of energy (Vol. III). In Volume IV most of these com- 
modities are re-examined in terms of the promise of future technological 
change. Volume V completes the Report with a series of supplementary studies 
selected from the large number prepared for the Commission: Although the 
Report gives consideration to virtually all materials, its discussion of problenis 
`of soil and water utilization is brief, and recommendations in these fields (ex- 
cept for industrial water supply) are left to other agencies. | 
No review could summarize or criticize 'adequetél; y the many aspects of this 
Report. The Commission’s recognition oz the rôle of technology in our-society,,’ 
and of our failure to make the most cf the promise of technology or even to 
train enough technologists is very important. Equally significant is the empha- 
sis upon the need for further research in many directions—economi¢, .adminis- 
trative, and social as well as in the areas of the physical sciences. "The presenta: 
tion in a public document of the projections to.1975 of. population, Gross Na- 
tional Product, and disposable income in the United, States is even more ex- 
citing. Such projections provide the essential base, for any realistic discussion 
of the problems involved, and of the policies required. to assure the nation of 
adequate supplies of materials i in the future. Nothing could bring home better 
to economists or to laymen the great. promise of the future, or the: reality,of the 
problems to be solved if this promise is to OPE realized. For as the Commission 
itself observes: : 


'The five volumes of this Commission's Report are dere: -only ¢ as à: i be: 
ginning. The most important conclusion this Commission presents is thus 
-that the job (of.assuring materials supplies) must be carried on coopera- . 
tively by Government and private citizens, not ee at wide- -spread | 

intervals, but day by day and year by year. - : 7 


The ultimate influence of the Presiderit’s Matérals Policy ‘Cominission: will 
depend upon how well the entrepreneurs of the American ey, both 
private and public, take heed of this conclusion. ' : 
Morris E GARNSEY " 

University of Colorado in phe E 


Housing Market Behavior In A Declining Area. By Lzo.GnEBLER; Publication 
of the Ínstitüte For Urban Land Use and Housing. Studies. (New York: 
Columbia University Préss. 1952. Pp. vii, 265. $4.50.) : ` 


Dr. Grebler’s book is the first of a projected series of studies in the behavior 
of urban housing markets undertaken by the Inscitute for Urban Land. Use 
and Hoiising Studies of Columbia University. The Institute is ‘under the able 
leadership of Dr. Ernest M. Fisher, universally recognized asa pase in ‘the 
scientific investigation of these’ fields. ` vl Se 4 


1 World Resources and Industries (Rev. ed), by Erich W. Zimmermann, (New York, 
Harper and Brothers, 1951). America's Needs auc Resources, by J. Frederic Dewhurst and 
Assoc. (New York, The Twentieth Century Fund, 1947). 
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Through the intensive application of some known research methods and the 
development of some new and ingenious series, Grebler has succeeded in trac- 
ing the history of New York City’s Lower East Side over a fifty-year period 
beginning in about 1900. His is not merely a general descriptive history, but 
much more importantly, an attempt to analyze market behavior in historical 
terms, to separate cause and effect, to identify and interpret the interaction of ` 
forces. Probably the most significant contribution of the book, however, is in 
fulfillment of one of its stated objectives, namely, to identify the materials 
and techniques required for the study of market behavior. It is to be hoped 
that another of the objectives will be realized: “to stimulate a number of local 
studies in various cities, which in the aggregate should make it possible to 
arrive at both generalizations and differentiations in respect to market behavior 
- at the bottom end of the housing supply.” 

This is an exciting and stimulating book for students in the field, and these 
words are used advisedly, because they can but rarely be applied to research 
studies. While this reviewer could hardly be said to have read the book breath- 
lessly. he: did have his interest held throughout, even while examining the 
charts and tables and the appendices, and even while reading Grebler's care- 
fully expressed limitations upon a generalization of his findings based upon 
this single exploration. The absorption with which the book is read is not only 
a tribute to the material, its logical organization and unusually good writing 
but very significantly, to the fact that the reader, probably for the first time 
in his experience, is provided an almost complete set of data on real estate 
market pheriomena and the interpretations of a capable analyst with which he 
can agree or disagree. 

While recognizing the signal contribution of this book, both as an investiga- 
tion and as a prototype for other studies, it was impossible to be free of the 
nagging feeling that the Lower East Side is an extremely atypical area and 
New. York City is perhaps the most atypical of American cities. It was even 
somewhat difficult at first to accept this as a declining area in the general use 
of the term. This was an area which was originally built with relatively low 
grade housing many years before 1900. Even today, about 70 per cent of 
residential units, exclusive of public housing, are in “old-law tenements” 
(p. 121), which means units built before 1901. Furthermore, Grebler reports 
(p. 120) that during the last half of the nineteenth century and at the begin- 
ning-of this century there is ample evidence that the quarters on the Lower 
East Side were below accepted standards, and (p. 6) that much of the area 
was considered by the community-at-large to be detrimental to health, safety, 
and welfare. 

The case is made that. this area in 1902 had an average rental not much 
below that for other areas in Manhattan. The normal implication of compa- 
rable’ rents is comparable quality. Grebler explains (p. 121) that the small 
differential invents was probably due in part to “the almost compulsory factors 
which at that. tithe caused immigrants, without knowledge of English and of 
ways of ‘getting around’ in a foreign country, to crowd into the. area." The 
clear implication of this is that at the time ‘the study begins i in 1900, but for 
abnormal demand factors, there probably would have already been a wide 
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rental differential between the Lower East Side aad the remainder of Man- 
hattan. 

It is evident that since 1900 the area has declined relative to the rest of 
Manhattan. The question arises: would the relative decline have been so great 
but for the fact that at the beginning of the perioc rents were held at a high 
level by unusual circumstances? Probably too much emphasis has been put 
upon this as a declining area. The purpose ofthe analysis would have been 


equally inet—and the contribution certainly no less—if the study had been 


cast in the framework of market behavior over time in an area which was rela- 
tively low grade to begin with. In fact even less attention has been paid to the 
latter than to the decline of fashionable or upper-class neighborhoods. . 
After an excellent summary of present thought on the “filtering down" 
process, Grebler suggests that probably the best measure of “filtering” is the 
. change in position of a dwelling unit or group of dwelling units in the distribu- 
tion of rents and prices in the community as a whole. Unquestionably this 
measurement is a very useful one in analyses of ma-ket behavior. It does not 
appear, however, to measure the phenomenon that economists for a long while 
have described as the “filtering down” process, as defined for example, by 
Ratcliff (cited by Grebler, p. 56). It is difficult to see how the concept stated 
by Ratcliff, and generally accepted, can be subjected to measurement without 
data on both the incomes of occupants and the rentals or prices of the units. 
The reader is somewhat puzzled (pp. 61, 62) as to whether Grebler disagrees 
with the generally accepted concept of “filtration” or concludes pragmatically 
that the empirical data necessary to its testing cannot be assembled. He does 
not in any event make the case that his is a better o- more rational measure- 
ment of the same phenomenon. 

While much of this review has been used for raisirg questions about Greb- 
ler's book, to have said all the good things about it wculd have taken infinitely 
more space. This book is a major contribution and marks a significant advance 
in the understanding of both the data required and -he concepts involved in 
analyses of market behavior. It is highly importart for Grebler, and the 
Columbia Institute, to push on. 

: LAWRENCE N. BLOOMBERG 

Washington, D.C. 


Labor 


The Impact of the Union. Edited by Davin McCorr Wricur. (New York: 
Harcourt, Brace. 1951. Pp. ix, 425. $4.00; text edition, $3.00.) 


This volume seems to have developed from a feeling that—to paraphrase a 
famous remark about generals—labor economics is toa important to be left to 
the labor economists. This reviewer, who tries to be friends with theorists, 
labor economists, and union officials, can only fef] that a dirty trick was 
played in asking him to write this review; and he hopes that he may have a 
few friends left after the review has been written and read. 

Jf is undoubtedly true that wage theory cannot be handled most effectively 
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as a specialty, but must be treated in context as part of a larger apparatus of 
analysis. A revival of interest in wages by general economic theorists is long — 
overdue and much to be desired. This volume, the most provocative group of 
essays about wages which has appeared in recent years, suggests that such 
a revival may.be in the making. 

The volume includes papers by Piofessois Clark, Haberler, Knight, Bould- 
ing, Chamberlin, Friedman, Samuelson, and Wright. The papers were written 
for and discussed at a conference sponsored by the American University. Most 
of thé round-table discussion of the papers by the eight participants has been 
included in the volume, forming about one-third of the total text. The dis- 
cussion is interesting and helps to bring out the distinctive flavor of each 
man’s thought. 

Despite the. effort at integration through ¢ a conference, the papérs do not 
hang together very well. All make some mention of wages, but this provides 
only a tenuous link. Knight’s paper is a general exposition of the rationale of a 
competitive economy, with rather brief reference to wage-setting toward the 
end of the paper. Boulding restates the macro-economic theory of distribution 
first presented in his Reconstruction of Economics, the tenor of which is that 
events in the labor market may have relatively little to do with aggregate dis- 
tributive shares. Wright’s first paper (there are two in the volume) discusses 
the dilemma of progress versus security along lines reasonably familiar from 
his earlier writings, Samuelson reviews and criticizes different types of theoriz- 
ing about wages which have been important over the past century or so. The 
merit of the book consists-in the brilliance of some of the papers as discrete 
entities, rather than in any unified reconstruction of wage theory. An inte- 
grated treatment is not achieved, and doubtless could not have been achieved 
in this sori of symposium. 

It was probably overambitious to title this volume The ibid of the Union. 
One may well ask, “Which impact?" Leaving aside all noneconomic effects, 
there are many economic consequences of collective bargaining which do not 
operate via the wage structure—effects on the size and composition of the 
labor force, allocation of jobs, labor mobility and turnover, worker effort and 
efficiency, production methods, plant location, marketing and competitive 
tactics. While the quantitative importance of these effects is difficult to judge, 
it would not be surprising if wage effects turned out to be a minor part of the, 
total. Nor is it very useful to say that any cost effect of unionism can be . 
assimilated for theoretical purposes to a wage change. This is to work at a 
level of generality which veils many of the most significant problems. While 
the contributors to the volume doubtless realize all this, the dominant em- 
phasis on wages conveys an impression that other economie effects are re- 
garded as less important. 

Again, what significance can be attached to “the union”? This implies a 
homogeneity in union poticies and tactics which does not exist. Even within 
the United States, national union policies show significant variation at a given 
time and change over the course of time. Several of the papers imply that 
everybody knows what a union is and what it does, that theoretical reasoning 
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can safely start from simple premisés which aré matters of cotimori knowledge. 
This is certainly a dubious position, which may lead to wasie of theoretical, 
ingenuity i in analyzing cases quite remote from reality. 

Theorists might reply that labcr economists have not yet: provided usable 
generalizations about union behavior and that, in the abserice of empirically 
grounded assumptions, they ate forced to proceed as best they. can oh an 
‘intuitive basis. While there is something to this, some of the papers in this 
volume fail to draw even on the limited knowledge cf union behavior which we 
do have. It would certainly have been a good idea tc include a student of trade 
unionism in the conference. The categories “theorist” and “labor economist,” 
while they do not coincide as closely as one might wish, are not so mutually 
exclusive as the list of contributors to this volume would suggest: : 

The traditional (and doubtless healthy) tendency of economists to view 
with alarm is evident throughout the volume, but something new has been 
added. Earlier economic critiques of trade unionism emphasized mainly its 
effects on relative wage rates and on resource allocation.. The main fear ex- 
pressed in this volume, however, is that the general bevel of money wage rates 
may rise too rapidly as à result of union activities. Cost-induced inflation may 
produce a chronic tendency toward rising prices accompanied by unemploy- 
ment, or frequent declines in employment if the mon2tary authorities attempt 
to hold prices in check. The mechanisms involved ar Suggested in Haberler’ s 
skilful and lucid analysis. 

Friedman suggests that our present fears on this score may be exaggetated, 
and that the effect of unionism both on wage structure and on the money wage 
level may be overstated in popular discussion. This is an interesting paper, the 
only one in the volume which makés frequent reference to empirical evidence. 
The reviewer is inclined to share Friedman’s doubts about the importance of 

` union wage effects in the postwar period. Looking back twenty years from now, 
it may turn out that present theories o? chronic inflation are as lopsided as 
were our theories of perpetual depression in the late ’tairties. Even economists 
are too largely creatures of their times. 

If the problem does exist, something should presumably be. diu. about: it. 
There is something like a consensus among the author: that not much reliance 
can be placed on monetary-fiscal. restraints on inflation, because- of the un- 
willingness of a democratic government to risk a sérious recession. Beyond 
this, however, there is little in the way of positive prescription. Several con- 
tributors appedr to hope that union bargaining power can be reduced by re- 
stricting unions to a one-company basis, by curbing certain types of union 
tactic, and so on. 'These proposals are not pressed very seriously, however, and 
one suspects that even their proponents doubt their workability. Clark, in a 
typically statesmanlike paper, explores the possibility of bringing. about 
changes in union behavior, of subordinating short-ran conceptions of. the 
uhion's interest to longer-run definitions of self-intetest The fact that none of 
the authors appears highly optimistic £bout this or any other approach simply 
- reflects the general state of mind of economists on this matter.: 

This is certainly a book which deserves to be read by economists denerally: 
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not simply by students of labor. It should lave considerable usefulness for 
graduate students and for the more capable undergraduates. It is. bound to 
provoke dissent, quite possibly indignant dissent, in-some quarters. If this 
leads to more and better work on wage questions, - however, -the authors will 
not have labored in vain. 


: Lrovp G. REYNOLDS 
Yale University 


Population; Social Welfare and Living Standards 


Grundriss der Bevélkerungswissénschajt ( Demographie). By RODERICH v. 
UNGERN-STERNBERG and HERMANN SCHUBNELL. (Stuttgart: Piscator- 
Verlag. 1950. Pp: viii, 602. DM 42.—.) 


This book by two experienced German demographers embodies an effort to 
present a systematic analysis of population questions. It commences with the 
study of the main features by which a population may be characterized and 
measured, ¢.g., households, size of town or City, trade and social position, 
occupation, age and sex, health and educational attainments. With this ground- 
work laid, population is studied in its process of renewal through natural 
change arising out of births and deaths. The subject is covered by establishing 
some pivotal position which is traced in its various admixtures arid correla- 
' tions. Systematically canvassed in this fashiori are available materials on the 
family and marriagé, births and deaths. These materials are then recapitulated 
in summary of resultant population niovements and problems of their measure- 
ment and forecasting. By restricting canvass and compressing treatment, rapid 
disposition is made òf the three remaining ‘major topics: migration and proc- 
esses Of spatial population movement, impact of war on population, and 
population policy and theory. 

The work achieves an externally efficient mode of organization of its 
“materials but at the cost of much repetition of subjéct matter and superficiality 
of treatment. Repetition is involved since the study of phenomena i in their 
statistically emergent forms (thus birth rate, family size, child mortality, 
population growth) involves segregated treatment not of different aspects of a 
process but only of different statistical expressions of it, The analysis remains 
at the surface level for the most part: Thus in the tteatment of population as 
an aggregate only the most superficial review of statistical findings about 
population is given. No effort is made to differentiate social systems according 
to the way in which population is handled. And since the authors regard all 
aggregative phenoinena concerning population as suitable for inclusion within 
their discipline, the inner connection of these phenomena are lost while 
attention is concéntiated on classification or. registration of their outward | 
features. 

Even as a handbook the work is deficient. Though most of its bulk is taken 
up with presenting data on a world basis, both the scope and adequacy of the 
' reporting are limited. Undue prominence is given to recent German develop- 
ments; little systematic attention is given to population phenomena in non- 


478 THE AMERICAN ECONOMIC REVIEW 


European societies; and little use is made—both on the analytic and infor- 
mational side—of the immense wealth of pertinent monographs and literature 
outside Germany on the subject. Thus the chapter on internal population 
movement or mobility fails to take account cf the American literature on 
ecological research and Sorokin's basic monograph on social mobility. Very 
little in French population literature is cited and of the American literature 


the authors show acquaintance chiefly with Thompson’s text, Population . 


Problems. As usual little attention is given to Malthus’ positive analysis in the 
field of demography though the customary homage to his name is paid in the 
skimpy chapter on the history of population policy. Thus the chapter of the 
book dealing with the impact of war on population (confined, by the way, 
chiefly to the statistical registration of the effects oi World War I on leading 
belligerent countries) could have taken as a poirt of departure Malthus’ per- 
ceptive analysis directed to the failure of the Nzpoleonic wars to affect more 
prominently than it did French population. growth (see Bk. II, Ch. 6, of 
Malthus’ Essay, later editions). 

Though the work is unsuitable as a handbook, :t occasionally brings to light 
some interesting materials. Thus on many relatively obscure questions (such 
as marriage rates by calendar months, illegitimacy, -twins, institutional 
births, etc.) information not otherwise readily available might be found in 
this work. American students will be particularly interested in the presenta- 
tion of German census reports on family size o? completed marriages pub- 
lished in Germany during the war and released in a form not readily available 
in most American libraries. These reports provide “cohort” information on 
family size in a detail matched by few countries (see pp. 266-77). Comparison 
of the French and German data on family size in the ’thirties brings to light 
that differences between countries as to average family size arise from different 
assortments of family types—the relative weight of the sterile couple, the 
short 2-3 children family and the long over-4 family—and not from any 
absolute differences in behavior or modal performance. It is highly likely that 
the whole modern reduction of the birth rate below reproductive levels reflects 
the growth in sterile marriages, a slight increase in the róle of one and two-child 
families, and the marked diminution in the number of families rearing to 
adulthood four or more children. But instead of concentrating on this crucial 
outcome and drawing on more complex and remo:e levels of experience and 
causation to explain it, this work like so much of the recent literature in the 
field obscures fundamental issues by failing to give them the central importance 
they deserve. It is also worth noting that the discussion of German data on 


family size does not make a comparative analysis ot recent British and . 


American data on the same subject. 
MANUEL GOTTLIEB 


University of Kansas City 


TITLES OF NEW BOOKS 


Economic Theory; General Economics 


Baupin, L. Manuel d’économique politique. Vol. 1. (Paris: Lib. Générale de Droit et de 
Jurisprudence. 1953, Pp. 624.) 

This is the seventh edition of this text in principles of economics. The first volume, 
after a short history of economic thought and after providing definitions of economics, 
needs, goods, utility, etc., is devoted to the subjects of population, the price mechanism, 
production, money and credit. 

BovurpiNG, K. E. The organizational revolution—a study in the ethics of economic organi- 
zation, With commentary by Reinhold Niebuhr. Ser. on Ethics and Econ. Life by a study 
committee of the Federal Council of Churches. (New York: Harper & Bros. 1953. Pp. 
xxxiv, 286. $3.50.) ; 

Brescrani-Turronti, C. Corso di economia politica. Vol. 1, Teoria generale dei fatti econ- 
omici. Rev. ed. (Milan: D. A. Giuffrè. 1953. Pp. 434.) 

The second edition of a book originally published in 1949, Additional examples ei the 
quantitative analysis of economic phenomena are provided; and a summary account 
of the author's investigations on the subject of Pareto's Law, first published some decades 
ago, is also included. 


CuARNES, A., Cooper, W. W., and HENDERSON, A. An introduction to linear programming. 
(New York: John Wiley & Sons. 1953. Pp. ix, 74. 82.50.) 

Part 1 is an economic introduction to linear programming and contains sections designed 
to indicate the nature of linear programming for the nonspecialist, as well as sections 
for the person interested in concrete applications of the technique. The final sections of 
this part deal with more advanced materials. Part 2 is devoted to the mathematical theory 
of linear programming, but is “designed so that a minimum of beginning background 
mathematics is required." 


Darra, B. The economics of industrialisation—a study of the basic problems of an under- 
developed economy. (Calcutta: The World Press. Ltd. 1952. Pp. vi, 291. Rs, 12.8; 21 s.) 
“The present study examines the impact of the employment and output approach on 

the economic policy of underdeveloped countries and analyses the cyclical, seasonal and 
structural problems of underemployment vis-à-vis the prospects and difficulties of in- 
dustrialisation. Special emphasis has been put on the significance of 'disguised unemploy- 
ment’ as relevant to backward economies, the -elative importance of the determinants 
of employment and income, the relation between tbe occupation-pattern and resource- 
utilisation, the problem of the ‘surplus agricultural population’ and the problem of 
measuring this surplus under changing resource-atilisation and changing terms of trade.” 


Denem, R. L’efficacité sociale du système économique. (Louvain: Institut de Recherches 
Econ. et Soz. 1952. Pp. 184. $3.) 

A review of recent and contemporary welfare economics with primary emphasis upon 
the theory concerned with optimum use of resources. Because the author finds a con- 
temporary dichotomy between two theories >f social welfare—that concerned with 
optimum use of resources, and the theory of employment—he also includes a treatment 
of the latter and considers the possibility of an integration of these two aspects of wel- 
fare economics in the broader sense. 

EucnEN, W. Grundsatze der wirtschaftspolitik. (Bern: Francke. Tubingen: J. C. B. Mohr. 
1952. Pp. Ix, 396.) 

EUGSTER, C. Thorsten Bunde Veblen, 1857-1929. Darstellung und Deutung amerikanischen 
institutionellen Denkens aus seinem Werk heraus. (Zurich: Europa Verlag. 1952. Pp. 116. 
116 s., Kart. fr. 6.75.) 


i 
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FOSSATI, E. Frammenti di teoria dinamica. (Trieste: Università di Trieste. 1952. Pp. x, 135. ) . 


FOURASTIÉ, J. La productivité. No. 557 of the collection Que sais-je? (Paris: Presses Univ. 
de France. 1952. Pp. 118. 150 fr.) 
The approach of this little book is similar to that of the author's: major work cited : 
below. 





. Le grand espoir. du XXe Side Dprogry ‘ene: ‘progrés économique, progrès 
social. 3d ed. (Paris: Presses Univ. de France. 1952. Pp. xxviii, 245. 320 fr.) ' 

- The object of the author is to show the economic: consequences of technical progress. 

The approach is a very broad one. There are chapters on migration, the evolution of 


capitalism, unemployment (technological, and cyclical), international: trade and ous i 


equilibrium, and the level of living. 


GEMMELL, J. and Barsıey, H. L. Principles of economics. (New OB: D. C. Heath. 1953. 
Pp. xiii, 589. $4.75.) 
GnAurpP, W. D. and Wener, E. T., editors. Economic policy—readings i in political e economy. 
^. (Homewood, Ill.: Richard D. Irwin. 1953, Pp. xiii, 393. $3. 78.) . 

A collection of readings on four main areas of economic policy: stability, the control 
of monopoly power, the distribution of income, and. international economic relations. ^ 
“The book is meant for courses in principles of economics, and'it also: can be used in 
courses in government and business, economic. problems, and economic penama- ” The 
, Selection of materials appears excellent.: 


Harron, R. F. Economic essays. (New gone ; Harcourt Brace & Ca. 1983, Pp. xiii, 301. 
$4.50.) 


HENDERSON, J. S. Production and consumption—a mathematical no Univ. of . 


Alabama stud: no. 7. - (University, - "Ala.: Univ. of Alabama Press. 1952. Pp. 83. $2.) 


Hiccs, H. The Physiocrats—six lectures on the French Economistes of the 18th Century. 
Reprint of the English. ed. ot D (New York: The Langland Press. 1952. . Pp. 
x, 158. $3.25.) ! 

Hurcuison, T. W. A review of economic “doctiines-1870-1929, (Oxford, Eng.: Clarendon 
Press. 1953. Pp. xiv, 436. $6.) | . ; 

LAGLER, E. and Messner, J., editors. ‘Wirtschaftliche Entwicklung, und soziale Ordnung. 
(Vienna : . Verlag Herold. 1952. Pp. 456. $6.) - ; 

MancHarL, A. La pensée économique en France depuis 1945:, lets E Preses Univ. de 
France: 1953. Pp. vii, 240. 700 fr.) : : 

MacnLur, F. The economics of sellers competition: model analysis of sellers? conduct. 
(Baltimore : Johns Hopkins Press. 1952. Pp. xx, 582. $6.50.) f 

Ficov, A. C. Essays in economics. (New York: St. Martin's Press. 1952. Pp. vii, 241. $3.) 

A collection of -economic papers, mostly nontechnical in character, that have (with 
three exceptions) appeared elsewhere since 1239. The three new papers are: "The ‘Value’ 
of. Different Kinds of. Transfer Payment," a short review of Poverty and the Welfare 
State, by Rowntree and Labers; “The Inflationary Gap," written in 1951; and “The Gold 


and Dollar Reserve," written in the spring of 1952. The volume also includes “Wage Sta- ` 


tistics and Wage Policy,” the University of London Stamp Memorial lecture, 1949 (pub- 
lished earlier by the Oxford University Press); “One Way of Looking at Economics,” 
printed in Economica, January 1951; “Employment Policy,” a review of, Full Employ- 
ment in a Free Society, by Sir William Beveridge; and numerous shorter essays. 

- Poor, A. G. Economists and social policy. Leicester: Univ. College; Batetcr: 1952. FB: 
iii, 20.1 s.) DU 


i Rover, B. Die Konkurrenz und ihre Feiten onnen Diterrichaaiin über Störungen 
der Marktwirtschaft. „(Berlini : Duncker & Humblot.*1952. Pp. 243. DM 12; 60.) 

Stark, W. Jeremy Bentham’s economic writings. Vol. 1. (New York: Burt Franklin: 1952. 
^ Pp. 412.) > 
TINBERGEN, J: On the theory a economic policy. Contributions to Economic ‘Analysis; I I., 


edited by J. Tinbergen, P. J. Verdoorn and H. J. Witteveen. (Amsterdam: North-Hol- 
land Pub: Co. 1952. Pp. 80: $1. 80.) 


af 
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Warp, A. D., editor. Goals of economic life. Ser. on Ethics and Econ. Life by a study com- 
mittee of ihe Federal Council of ‘Churches. (New York: Harper. 1952. Pp. x, 470, $4.) 


Warams, J. H. Economic stability in a changing world: essays in economic theory and - 
policy. (New York: Oxford Univ. Press. 1953. Pp. 234. $5.) 
John R. Commons, teacher, economist and administrator. Addresses delivered on Oct. 10, 


1950, in commemoration of his achievements, (Madison :-State Historical Soc. of Wiscon- 
sin, 1952. Pp. vii, 23.) 


Problèmes économiques contemporains. Colloquia de la chaire Francqui 1951- 52, (Liége: 
Faculté de Droit de l'Université de Liège. 1953. Pp. viii, 150.) : 

Studi Keynesiani, Prepared by the Instituto di Economia e Finanza della Facoltà Giuridica 
di Roma. (Milan: A Giuffrè. 1953. Pp. xi, 385. L. 1500.) 


Economic History; National Economies; Economic Development 


ArrBAuGH, L, G. Crete, a case study of an underdeveloped area. Report of a study carried 
out by the Rockefeller Foundation. (Princeton: Princeton Univ. Press. 1953. Pp. xx, 
. 872, $7.50.) 


Boc, I. Die Büuerliche Wir schaft im Zeitalter des dr. eissigjáhrigen Krieges. (Coburg: Veste 
Verlag. 1952. Pp. xiii, 180.) 


Carr, T. C. Tke Mexican venture—from political to industrial revolution in Mexico. (New 
York: Oxford Univ. Press. 1953. Pp. xii, 273. $4.3C.. . , 

The book is concerned with social, economic, and political aspects of recent develop- 
ments in Mexico. “It'is an effort to appraise, in the light of recorded facts and personal 
observation, all major phases of modern Mexican life, to view what the Revolution 
has accomplished toward forging a nation, and to consider what the future may hold 
for the people.” 

Croves, S. B. The American way—the economic basis of our civilization, (New York: 
Thomas Y, Crowell. 1953, Pp. viii, 246. $4.) 


Cooke, H. V. Challenge and résponse in the Middle East—the quest for prosperity, 1919- 
1951. (New York: Harper. 1952. Pp. 366.) 


CZARNOMSKI, F. B. Can Russia survive? An examination of the facts and figures of Soviet 
reality. (New York: Philosophical Library. 1953, Pp. 128. $2.75.) 

Eaton, J. Eccnomics of peace and war—an. analysis of Britain's economic ‘problems. (New 
York: Internat. Publishers. 1953. Pp. 112. $1.50.) ` 

A very pessimistic view of the future of :he British economy is presented. “As 

part of the capitalist world Britain is dragged down with the capitalist world as a 
whole, But on top of this British imperialism faces its own crisis.” The British Labour 
Party’s prcgram was a retreat from socialism. The Marshall Plan was designed “to co- 
ordinate ("integrate") Europe in such a manner as would, the Americans hoped, bring it 
' under the economic and political control of the U.S.A. and prepare the way for the 
aggressive military plans that took shape in N.A.T.O.” And so on: 

FmrEDLAENDER, H. E. and Oser, J. Economic shits of modern Europe. (New York: 
Prentice-Hall. 1953. Pp. xxiv, 611. $6.) 


GAvER, A, D., Rosrow, W. W., Scrrwartz, A. J. The growth and fluctuation of the British 
economy 1780- 1850. 2 vols. (New York: Oxford Univ. Press. 1953. Pp. xix, 528; xii, 
1028. Vols, I & II, $17.) 

GUTIERREZ, G. El desarrollo économico de Cubc. Estud. e Investigaciones Econ. ser. no. 
12. (Havana: Junta Nacional de Economia. 19:2. Pp. xxi, 257.) 

Huvours, E. North country life in the eighteenth century: „The north east 1700- 1730; (New 
York: Oxford Univ. Press. 1952. Pp. xxi, 435. $6.) 

Based upon a collection of 18th century manuscripts discovered in 1940—the letters, 


account books, and other papers of the lords o the manors of Gateshead and Whickham, 
“once the drm coal-bearing mariors in this country" (From the preface). 
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Jennincs, W. W. Twenty giants of American business: biographical sketches in economic 
history. (New York: Exposition Press, 1953. Pp. 480. $5.) 

Jones, N. S. C. The pattern of a dependen: economy: a study of the national income of 
British Honduras. (New York: Cambridge Univ. Press, 1953. Pp. xv, 162. $4.) 

National income tables for British Honduras for 1946 have been prepared, in spite of 
the difficulty in finding adequate data. Tae author has had two aims: “first, to show 
that a reasonably accurate national income study, in broad outline, can be made with- 
out overloading it with detail or spending an inordinate time in detailed research; and, 
secondly, to indicate some of the problems peculiar to a dependent economy by an ex- 
amination in some detail of one.” 

Kuczynsxt, J. Studien zur Geschichte des deutschen Imperialismus. Y, Monopole und 
Unternehmernerbande, (Berlin: Dietz. 1952. Pp. v, 398.) 

LANE, F, C., ed., assisted by RIERMERSMA, J. C. Enterprise and secular change—readings in 
economic history. (Homewood, Il.: Richard D. Irwin, for the Am. Econ, Assoc. and the 
Econ. Hist. Assoc. 1953. Pp. xi, 556.) 

Maver, A. C. Land and society in Malabar. Issued under auspices of Internat. Secretariat 
Inst. of Pacific Relations. (New York: Oxford Univ. Press. 1952. Pp. vii, 158. $3.) 

“This book is an analysis of the social system of one part of India in relation to its most 
important base, the system of agriculture." 

Murzaurr, L. Strukturwandlungen und -nachkriegsprobleme dere wirtschaft Schwedens. 
(Kiel: Institut fur Weltwirtschaft, Universität Kiel. 1952. Pp. iii, 187.) 

^ MÖLLER-OBLSEN, L. Sirukturwandlungen und Nachkriegsprobleme der Wirtschaft Frank- 
reichs, Kieler stud. 22. (Kiel: Institut fur Weltwirtschaft, Universität Kiel. 1952. Pp. 
vii, 205. Dm. 16.-.) 

Seers, D. and Ross, C. R. Report on financial and physical problems oj development in 
the Gold Coast. (Accra, Gold Coast: Govt. Printing Office. 1952. Pp. iii, 65. 5 s.) 

Summers, F. P. William L., Wilson and tarif reform. (New Brunswick: Rutgers Univ. 
Press. 1953. Pp. xi, 288. $5.) 

'The biography of a political leader of the Cleveland.era who championed a low 
tariff, 

TWITCHELL, K. S. Saudi Arabia—with an account of the development of its natural re- 
sources. 2nd ed. (Princeton: Princeton Univ. Press. 1953. Pp. xxi, 231. $5.) 

Wonswick, G. D. N. and Apy, P. H., editors. The British economy 1945-1950. (Oxford: 
Clarendon Press. 1952. Pp. viii, 621. $9.) 

ZancmiN, M. M. Economic structure of Europe. (San Francisco: Author, City College of 
San Francisco. 1952. Pp. 379, mimeo.) 

This is an elementary text in European economic history which offers as its special 
feature the inclusion of chapters on the development oi the economic structure of the 
Soviet Union. 

The economic development of Ceylon. Report of a mission of the Internat. Bank for Re- 
construction and Development at the- request of the government of Ceylon, (Baltimore: 
Johns Hopkins Press. 1953. Pp. xxxii, 829. $7.50.) 

The economic development of Jamaica. Report by a mission of the Internat. Bank for 
Reconstruction and Development. (Baltimore: Johns Hopkins Press. 1952. Pp. xviii, 288. 
$5.) ; 

Methods and problems of flood control in Asia and the Far East. Flood Control ser. no. 2. 
1951, UN pub. IL. F. 5. (New York: Columbia Univ. Press. 1951. Pp. 45. $1.15.) 

Puerto Rico—a study in democratic development. (Philadelphia: Am. Acad. oi Pol. and 
Soc. Sci. The Annals, Jan., 1953. Pp. 166.) d 

Soviet economic development. Bull. 7, ser. 2: Finance, by R. W. Davies; Note on the 
Productivity of labour in industry, by G. R. Barker; and Note on compursory labour in 
the U.S.S.R., by A. Baykov. (New York: Frederick A, Praeger, for the Dept. of Econ. 
and Institutions of the U.S.S.R., Univ. of Birmingham, England. 1952. Pp. 46.) 


TITLES OF NEW BOOKS 483 


Statistics and Econometrics 


CLARK, C. E. Am introduction to statistics. (New York: John Wiley & Sons. London: 
Chapman & Hall. 1953, Pp. x, 266. $4.25.) 


Horsten, E. V. Price indexes and quality changes. (Stockholm: Bokforlaget Forum Ab. 
London: Allen & Unwin. 1952, Pp. v, 136. 26 s.) 


SHEPHARD, R. W. Cost and production functions. (Princeton: Princeton Univ. Press. 1953. 
Pp. vii, 104. $2.) 
Starting from the work of G. C. Evans, the author has formulated, in mathematical 
terms, an integrated theory of cost and production functions. 


Worn, H., in association with Jun£EN, L. Demand analysis: a study in econometrics. (New 
York: John Wiley, 1953. Pp. xvi, 358. $7.) 


The consumer price index; a short description of the index as revised, 1953. (Washington: 
Bur. of Labor Statistics. 1953, Pp. 10.) 


Economic theory and measurement—a twenty year research report, 1932-1952. (Chicago: 
Cowles Commission for Research in Economics, Univ. of Chicago. 1952. Pp. 180.) 


Progress repori of the Inter-American Statistical Institute (IASI) July 1, 1951-June 30, 
1952. Suppl 1, Estadistica, Dec. 1952. (Washington: Inter-American Statistical Inst. 
1952. Pp.'47.) 


Economic Systems; Planning and Reform; Cooperation 


ANGELOPOULOS,. A. Planisme et progrès social. (Paris: Lib. Générale de Droit et de 
Jurisprudence. 1953, Pp. 403. Fr. 1200.) 

The authcr undertakes to explain “the new economic and social policy of the ‘Welfare 
State! " which, he believes, must be based upon “democratic planning." The objectives of 
full employment and methods of maintaining it, the economic development of backward 
countries, measures for raising the level of living znd for achieving social security, fiscal 
policy and redistribution of income, monetary policy and the attack upon inflation are 
discussed fror. this point of view. 

BETTELHEIM, C. Problèmes théoriques et pratiques de la planification. (Paris: Presses Univ. 
de France. 1951. Pp. 395. Fr. 1200.) 

Coreg, G. D. H. Socialist thought ... the forerunners. 1789-1850. Hist. of Socialist Thought, 
vol. I. (New York: St. Martin's Press. 1953. Pp. xi, 346. $5.) 

This book is designed to be the first of a series cf volumes that will together constitute 
a general history of socialist thought. In the present volume the story is carried through 
the European revolutions of 1848 and the Communist Manifesto. However, "no full 
exposition of Marxism is attempted in this volume, . . .” 

Haynes, W. W. Nationalization im practice: the British coal indusiry. (Boston: Div, of 
Research, Harvard Business School. 1953. Pp. xviii, 413. $4.) 

Kzrngav, W. Principles of private and public planning: a study in economic sociology. 
(New York: Burt Franklin. 1952. Pp. 272.) 

Penrose, E. F. Economic planning for the peace. (Princeton: Princeton Univ. Press. 1953. 
Pp. xiv, 384. $7.50.) 

Runes, D. D. The soviet impact on society—a recoilection. (New York: Philosophical Lib. 
1953. Pp. xiii, 202. $3.75.) 

As Harry Elmer Barnes points out in his introduction to the volume, the author 

“presents a sharp and ‘consistent criticism of Marxist doctrine and Soviet practice, . . .” 


National Income and Social Accounting 


CHAPMAN, A, L., asst. by Kwicnr, R. Wages and salaries in the United Kingdom, 1920- 
1938. Stud. in national income and expenditure of the United Kingdom, no. 5. (New 
York: Cambridge Univ. Press. 1953, Pp. xiv, 253. $9.50.) 


\ 
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Downine, R. I National income and social accounts: An. Äustralian Study. (Melbourne: 
Melbourne Univ. Press. 1951. Pp. 58.) . 

KüzNETS, S. Economic change: selected essays in business cycles, national income and eco- 
nomic growth. (New York: W. W. Norton. 1953. Pp. viii, 333. $4. 50.) 

. Shares of upper. incorie groups in income and savings: Nat. Bur. of Econ. Research 

pub, no. 55. (New York: Nat. Bur. of Econ. Research. 1953, Pp. xli, 725. $9.) 





Kuznets and Goroswrrh, R. Income and wealth of the United States: trends and struc- ` 


ture. Internat. Assoc. for Res. in Income and Wealth, Income and Wealth | Ser. r. IL (Cam- 
' bridge: Bowes and Bowes. 1952. Pp. vii, 328.355) 4 
Measurement of productivity: methods used by the Bureau of Labor Statistics in the 
U.S.A. A report by a group of European experts. Technical Assistance ‘Missions ns. 
7-10-11. (Paris: Organisation for European Economic Co-operation. 1052. Pp. 104. $1.25.) 
Nasjonalregnskap (national accounts) 1930-1939 and: 1946-1951: (Oslo: Central Bur, of 
Stat. of Norway. 1952. Pp. 335.) 


National incóine and expénditure; 1946-1951. G. B.  Cential: Statistical Office pub. (London: 
H M. Stat. Office. 1952. Pp. 91.) 


Business Fluctuations; Prices 


Corran, M. L. and Newcom, R. Stabilizing construction: the record ane | potentia CED 
research stud. (New York: ‘McGraw-Hill, 1952. Pp: 340.) . ^ 


DmorcE, H. Der Mensch als wirtschaftliches "Datum": Ein Beitrag zur Koinjunktur- 


forschung. (Berlin: Duricker & Humblot, 1952. Pp. 32) — : 

Jour, W. A. Die _Konjunkturschwankungen—Theoretische grundlagen der. Wirtschajts- 
` politik. Vol.. II. (Tübingen: J. C. B. Mohr (Pául Siebeck). 1982. Pp. xvi, 676, Br. fr. 
37.45. Lw. fr. 41.20.) . i ; 

The economic report-of the President transmitted to the Congress Jan. 1953. Together with 

a report to the President, the Annual Economic Review, by the Council of Economic 
Adras, (Washington : Supt. Docs, 1953. Pp. v, 218. 50¢.) : 

Markets after the defense expansion..A report of the Dept. of Commerce. ` (Washington: 
Supt, Docs. 1952. Pp. v, 90. 556.) 

The sustaining economic forces ahead, Materials prepared for the Joint Comiittes ‘on the 


Economic ‘Report by the committee staff. 82nd Cong. "2nd sess. aaa daca Supt. 
, Docs. 1952, Pp. viii, 70.) : . 


^ Money and Banking; Short-Term Credit; Consumer Finance, 


DuNEMAN, W. E. A.study of savings and savings facilities in. New .York State, 1941 and 


1950. (New York: New York State Bankérs Assoc. 1952. Pp. x, 147. $5.) 


FraMANT, M. Théorie de l'inflation et. politiques anti-inflationnistes. Essai d'application de . 


concepts Keynésiens. (Paris: Lib. Dalloz. 1952. Pp. xii, 231.) 

In the first part the, author presents a theoretical analysis. of: inflation with Keynesian 
theory as a point of departure. In the second part various policies for- combatting infla- 
tion are considered, and again Keynesian ideas come in for attention. 


Foster, M. B., Ropcers, R., Bocey, J. L, and NADLER, M. Money and banking. 4th ed. 


(New York: Prentice-Hall. 1953. Pp. xiv, 633. $5.95.) 


GanrLLaRp, J. La fin de l ‘inflation. Observation Economique collection publiée. sous la 
direction de André Platier. (Faris: Societé d'Edition d'Enseignement Superieur. 1952. 
Pp. xxxvi, 359.) 

Lutorr, F. Die Theorie der^ monetéren Kreislanfsphien Bern: A. Francke. 1952. Pp. 
137. Sw. fr. 10.50). — c0 


SAVERS, R. S; éditor: "Banking in s the British Commonwealth, (New York: Oxford Uhiv. 
. Press. 1952. Pp. viii, 486. $7.) : 
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A collection of essays by different authors on the-banking systems of British Com- 
monwealth countries. The latter include Australia, Canada, India, Pakistan, Ireland, New 
Zealand, South Africa, Ceylon. There are also chapters on "Thé Colonial Empire,” and 
“The Sterling Area.” 

SmrrH, W. B. Economic aspects of the Sécond Bank of the United States. (Cambridge: 
Harvard Univ. Press. 1953. Pp. xii, 314. $5.) . 

The- Federal Home Loan Bank System, 1932-1952. (Washington: Federal Home Loan 
Bank Board. 1952. Pp. 73. 

Mortgage interest rate problem. Hearing before the Senate Committee on Banking and 
Currency, 83d. Cong., Ist sess. (Washington : Supt. Docs. 1953. Pp. 93.) 

Rapport sur les opérations de Pannée 1952 de Banque Nationale de Belgique presenté par 
le gouverneur au nom du Conseil de Régence. (Bruxelles: Banque Nat. de Belgique. 
1953. Pp. 140.) 

Saudi Arabian Monetary Reais (Jidda, Saudi Arabia: Ministry of Finance. 1952. Pp. 25.) 

"Royal decrees, charter and by-laws of the Agericy, with a report on Establishment of 
the Agéncy by Arthur N, Young, financial advisor. 


Business Finance; Investments and Security Markets; Insurance 


Enaprsv; J. F. Fundamentals of corporation finance. (New York: Rinehart. 1953. Pp. xix, 
583. $6.) 
Gropinsky, J. Investments. (New York: Ronald Press. 1953. Pp. xii, 567. $6.) 


Howanp, B. B. and Urtor, M. Introduction to business finance. (New York: McGraw- 
Hill. 1953, 2d x, 565. $6.) 


KNOWL TON, P. A. Studies in profit sharing. (Long Island City, N.Y.: Profit-Sharing Re- 
search o Nob: 1953, Pp. 32. $1.) 
' MALISSEN, M. L'autofinancement des sociétés en France et aux Etats- Unis. (Paris: Lib. 
Dalloz. 1953. Pp. xiv, 246.) 
Intérnal corporate financing as it has developed in France (since 1921) and the United 
States (since 1909), and an interpretation of its economic consequences. 


The cost and availability of credit and capital to sriall business. Staff report to the Board 
of Govérnors of the Federal Reserve System submitted to the Subcommittee on 
Monopoly of the Senate males Comimittee on Small Business. (Washington : Supt. Docs. 
1952. Pp, 37.) - 


Study of Securities and Exchange Cpa ate denies before a subcommittee of the 
Committee on Interstate and Foreign Commerce; 82nd Cong., 2nd sess. on powers, 
duties and functions of Securities and Exthange Commission. (Washington: Supt. Docs. 
^ 1952) . i 

Study of the Securities 2 Exchange Commission, 82nd Cong. Final report of the Securi- 
lies and. Exchange Commission Subcommittee ‘to the Cominittee on Interstate and 
Foreign Commerce. (Washington: Supt. Docs. 1952. Pp. 152.) 

The work of the Securities and Exchange Commission. (Washington: Supt. Docs. 1952. 
Pp. -32.) 


Public Finance 


AssoTr, C. C. The federal debt—structure and impact. With policy recommendations of 
the Committee on the Federal Debt, (New Ycrk: Twentieth Century Fund, 1953. Pp. 
xvii, 278. $4.) ] . 

Carrers, C. H. and Hamrox, R. N. Federal grants iud controls affecting municipali- 
ties. (Chicago: Am. Municipal Assoc. 1952.) 

Kannins, R. M; The tax system of Hawaii. (Honolulu: Univ. of Hawaii Press. 1952. Pp. 
xii, 104. $2.50.) 
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Martin, J.-P. Les finances de guerre du Canada. (Paris: Lib. Armand Colin. 1951. Pp. vi, 
212. 600 fr.) 

Morsexu, E., editor, Archivio finanziario. Vol. III. (Padova: Cedam., 1953. Pp. x, 551. 
L. 3600.) 

Myers, W. S., Jounson, J. L., and Marrin, J. W. Kentucky income payments by coun- 
ties: 1039, 1947, 1950 and 1951, Bull. no. 26 of Bur. of Bus. Research, College of 
Commerce, Univ. of Kentucky. (Lexington: Univ. of Kentucky, Bur. of Bus, Research. 
1953. Pp. iv, 27.) 

Ruvs-WiLLiAMS, Lady, Taxation and incentive. (New York: Oxford Univ.. Press. 1953. 
Pp, 188. $3.50. 

SINGH, B. Federal finance and underdeveloped economy. (Bombay: Hind Kitabs. 1952. 
' Pp. v, 176. Rs. 10/-.) 


The author is concerned with “the restoration of the efficiency test for judging the j 


soundness of economic policy and measures" for enlarging the national dividend in 
underdeveloped economies. “Functional finance and contracyclical compensatory fiscal 
policies and programmes are not wholly effective in bringing about optimum resource 
allocation . . . I have formulated a concept of optimum budget, at which national net 
product in relation to aggregate resources is at its maximum.” 

Smeets, M. J. H. Bevorderen hoge belastingen de bedrijvigheid? A speech at the Tilburg 
R. C. School of Economics, Dec, 12, 1952. (Amsterdam : L. J. Veen’s Uitgeverėmij N. V. 
1952. Pp, 31. f. 1.50.) 


Additional report of the Joint Committee on Reduction of Nonessential Federal Expendi- , 


tures, 83d Cong., 1st sess. Senate committee prints nos. 1 and 2. (Washington: Supt. 
Docs. 1953, Pp. 53; 44.) 

The budget of the United States government for the fiscal. year ending June 30, 1954. 
(Washington: Supt. Docs. 1953.) 

Compendium of city government finances in 1951. Bur. of the Census pub. (Washington: 
Supt. Docs. 1952. Pp. 126.) 

Coordination of federal, state, and local taxes. Report to the House Committee on Ways 
and Means, 82nd Cong., 2nd sess. (Washington: Supt. Docs. 1953.) 

The federal budget in brief, fiscal year 1954. (Washington: Supt. Docs. 1953. Pp. 44.) 

Federal supply management (implementation of military supply regulations). Hearings 

- held by a subcommittee of the House Committee on Expenditures in the Executive De- 
partments, Dec. 3, 4, 5, 1952, 82nd Cong., 2nd sess. (Washington: Supt. Docs. 1953. 
Pp. 375.) 

Federal tax changes and estimated revenue losses under present law. (Washington: Joint 
Committee on the Economic Report. 1952. Pp. 14.) 

A library of public finance and economics. (Montreal: McGill Univ. Book Store. 1953. 
Pp. 383, mimeo.) 

A catalogue of the collection of Jan M. Novotny removed to Canada from Prague 
with the help of McGill University after the 1948 Communist coup in Prague. About 
5000 volumes are included. 

U. S. Bureau of the Budget—functions and organization. (Washington: Bur. of the Budget. 
1952. Pp, 5, mimeo.) 

Your federal income tax for individuals. (Washington: Bur. ‘of Internal Revenue. 1932. 
Pp. 148.) 


International Economics 
ALEXANDROWICZ, C. H. International economic organisations. Pub. under auspices of the 
London Inst. of World Affairs. (New York: Frederick A. Praeger. 1953. Pp. xii, 263. $6.) 


Boww, M. J. Whither Europe. Union or partnership. (London: Longmans. 1952. Pp. v, 
256, 18 s.) 


y 
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Curtiss, W. M. The tariff idea. (Irvington-on-Hudson: Foundation for Economic Edu- 
cation. 1953, Pp. 80. 506.) 3 : 


HAUSSMANN, F. Der Schuman-Plan im Europäischen Zwielicht. (Berlin: C. H. Beck. 1952. 
Pp. xii, 266. DM 16.-): 


Kworr, K. Strengihening the free world economy. A report of a conference held at Prince- 
ton Univ., Dec. 16-17, 1952. (Princeton: Center of International Stud., Princeton Univ. 
1953. Pp. 45.) 


KRISENA, V. S. International economic co-operation: (Sir William Meyer lectures for 
1949-50.) (Madras, India: Univ. of Madras. 1952. Pp. 146.) 

The subjects of the six lectures are: The 19th Century World Economic Order; Dis- 
integration and Beginning of Mutual Aid; Extraordinary Aids; Chronic Disequilibrium 
and World Economic Development; Technical Assistance and Provision of Long "Term 
Capital; Equitable Exchange Rates and Non-discrimination. 


Marrry, A. Program for increasing private investment in foreign countries. Report pre- 
pared- for Technical Cooperation Admin. (Dept. of State), Dept. of Commerce and 
Mutual Security Agency. (Washington: Dept. of State. 1952. Pp. 40.) 

Marx, D. Jr. International shipping cartels: a study of industrial self-regulation by ship- 
ping conferences. (Princeton: Princeton Univ. Press. 1953. Pp. xii, 223. $6.) 


MEADE, J. E. Problems of economic union. (Chicago: Univ. of' Chicago Press, 1953. Pp. 
ix, 102. $1.75.) 
This book is based upon lectures delivered in 19:2 at the University ‘of Chicago under 
' the auspices of the Charles R. Walgreen Foundazion for the d of American In- 
stitutions. 


ScmuMAN, R. Lz Plan. (Strasbourg: Pabli-Europe. 1952. Pp. iii, , 127. 140 Mk.) 


WhxrLiAMS, J. H. Trade not aid: a program for worid stability. The Stamp memorial Jec- 
ture delivered before the Univ. of London on Nov. 11, 1952. (Cambridge, Mass.: Harvard 
Press. 1953. Pp. 33. 60€.) 


Analysis of the reciprocal concessions and general provisions of the Supplementary trade 
agreement between the United States and Venezuela, August 28, 1952. (Washington: 
Dept. of State. 1953. Pp. 41.) 


Catalog of United States foreign trade statistical publications. (Washington: Bur. of 
Census. 1952, Pp. 14.) 

Copper import tax suspension. Hearings before the Senate Commitiee on Finance, 83d 
Cong., 1st sess., Feb. 3 and 4, 1953. (Washington: Supt. Docs. 1953. Pp. 73.) i 


Direction of international trade. Joint publications of the Statistical Office of the U.N., 
the International Monetary Fund and the International Bank for Recònstraction and 
Development. Stat. papers ser. T, Vol. II, nos. 8, 9, and 10. 

January-August 1952, Pp. 53. 50¢. » 
January-September 1952, Pp. 166. 504. 
January-October 1952. Pp. 58. 506. 

The East-West trade controversy. Report of the Committee on Trade Barriers, U.S. Coun- 
cil, Internat. Chamber of Commerce. (New York: Internat. Chamber of Commerce. 
1952. Pp, 20.) 

Europe—the way ahead towards economic expansion and dollar balance, OEEC Annual 
report, 4th. (Paris: Organization for European Ezon. Coop. 1952. Pp. 358.) 

Foreign aid by the United States government. Basic data through Sept. 30, 1952. (Wash- 
ington: Office of Bus. Econ., Dept. of Commerce. Pp. iii, 84.) r ` 
Governmenicl policies concerning unemployment, inflation and balance of payments, 1951- 
52. Analysis of replies by governments to a United Nations questionnaire. (New York: 

U.N., Dept. of Economic Affairs. 1952. Pp. viii, 135. $1.) 
“This report contains an analysis of replies by governments to a number of questions 
concerning trends and policies bearing on the maintenance or achievement-of full em- 

_ ployment and on related balance of payments problems.” 
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Instability. in export markets of under-developed counirizs, in relation to their ability 4o 


obtain foreign exchange from exports of primary commodities 1901-1950. UN. Dept.’ 


Econ, Affairs pub. 1952. A A. 1. (New York: Columbia Univ. Press., 1952. Pp. vii, 94. 
$1.) 

The internal financial situation in member and associated Holds report iy. a ebd of 
independent experts, (Paris: Organization for European Econ, Coop. 1952. Pp. 55.) 

Investigations of Export-Import Bank loan activities b^ ‘sub-committees of the House 
Committee on. Banking and sree, &2nd Conto. Ist sess. (Washington: Supt. Docs. 
1953. Pp. 115. ` 

The Mutual Security Probes oa report of. the President to ana dog the six 
months ending June 30, 1952, 82nd Cong. 2nd, S655.; I Washington: Supt.» Docs. 1952. 
2 pts). : 


The Mutual Security Progr z : fone Ta and jns el 3d report: to Congres for 


the six months ended Dec. 31, 1932. . (Washington: Supt. Docs. 1952. Pp. xi, 15. 204.) 

Participation of the United States. government in interna;ional conferences July 1, 1950- 
June 30, 1951. Dept. ot State pub. 4571. esum SEDE ‘Does.’ 1952. Pp; xvit, ‘317. 
656.) . 


Private investment in potuevcer dedelb soa. Summary of discussions, "Pacific Coast 


Conference, Internat.. Development Advisory Board, San Francisco, Sept. 24.25, 1932. 


Dept. of State pub. 4795. Econ. Coop.. ser. 36. (Wastington: Supt. Docs. 1952, Pp, 


19. 20¢.) “tt 
Proceedings of the International Conference on- Arinina and. Cooperative Credit: Vol. I. 


, Papers and discussion group summaries. Vol. II. National reports and inspection trips. ` 


` (Berkeley: Internat: Conference on Agric. and.Coop.. Credit, 1052. Pp. 1200. Apply.) 
"Réglementation des paiements avec. ae ian IMS 5. Basle: -Bank toš patent: 
Settlements, 1953, Var. pp.) + Ace fs aes Sheth muet . 


Business Administration |. 


Bever, G: H. and Vaurzs, T. B. Practices and- precepts of sigiketing prefabricated Mies 
A Housing and Home ‘Finance Agency pub. (Washington: ‘Supt. Dots. 1982. Pp. a 58, 
35¢.) 


BROWN, P. L. and DIR. W. R. Retailing principles and | practices, New y York: ‘Ronald, 


"Press. 1953. Pp. x, 726. $6.) i vt 

HECKERT, J. B. ‘and Mayer, R. B. Distribution costs. mé ed. (New York: Ronald Press; 
1953. Pp. ix, 386. $6.50.) ' i 

 HEIDINGSFIELD, M. and BLANKENSHIP, A: B. Marketing: am btroduction. (New York: 
Barnes& Noble. 1953. Pp. xi, 270. Paper, $1. 50.) ' 

Hosakr, D. M. and Woon, J. P. Selling forces. (New York. “Ronald Press, 1953. Pp. vii, 
299, $5.) 

MUELLER, F. H. Soziale.theorie des betriebes. (Berlin: Duncker & Humblot, os. 2i 
224, DM 14- -) 

Sotomons, D., editor. Studies i in dislug: Edited on | behalf cf The seres ot Aly. Teach- 
ers of Accounting. (London: Sweet & Maxwell. 1952. Pp. xi, 643, $5.95.) 

Tospar, H, R. and Carson, W. Jr. Salesmen’s compensation, Vol. T; Principles and rachis 
and Statistical survey. Vol. IL, Case studies and commentcries. (Boston: Harvard Busi- 
ness School, Div. of Research. 1953: Pp. xv, 482; vi, 485. $11.50.). E. 

Markets after the defense expansion. Te of Commerce pab. (Washington : ‘Supt. Doc. 
1952. Pp. 90. f ae 


Industrial Gegasieations Public Regulation of Business 


. Ciemence, R. V. The economics of défense: a primer of American mobitization. (Harris- 
burg, Pa.: Stackpole Co. 1953. Pp. x, 138.) 
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MacHLUP, F. The political economy oj monopoly: business, labor and government policies. 
(Baltimore: Johns Hopkins Press..1952. Pp. xvi, 544. 55.50.) 


STEINER; G. A. Government's role in economic c life. (New York: McGraw-Hill, 1953. Pp. 

_ Xi, 440. $6.) 

The alien property custodian: a legislative chronologizal history and bibliography of the 

- Trading with the Enemy act and the operations oj the Office of Alien Property Cus- 
todian, 1917-1952. Prepared by Legis. Ref. Service, Library of Congress. (Washington : 
Supt. Docs, 1952. Pp. 50.) 


Bills relating to War Claims act of 1948 and Trading with the Enemy act. Hearings before 
the House Committee on Interstate and Foreign Commerce, 82nd Cong., 1st and 2nd 
sess, (Washington: Supt.. Docs. 1952: Pp: 318. 


Effective competition. Report of the Business Advisory Council of the Dept. of Commerce 
with a letter of comment from the Secretary of Commerce, (Washington : Supt. Docs. 
1952, Pp. 21.) 


Elements oj model charter for government corporations. Bur, of Budget staff memo. 
(Washington: Bur. of Budget, Office of Management and Organization. 1952. Pp. 40.) 

‘The job ahead for defense mobilization. Eighth quarterly report to the President by the 
Director of Defense Motilization, Jan. 1, 1953. (Washington: Supt. Docs. 1952. Pp. iv, 
51. :306:) 


Problems of economic dejense—Mutual Defense Assistance Control Act of 1951 (the 
Battle Act)—Second Report to Congress, Jan. 1953. (Washington: Supt. Docs, 1953. Pp. 
iii, 89. 30%. ) 


Production capacity: a military reserve, Report of the Advisory Committeé on Production 
Equipment to the Director of Defense Mobilization, (Washington: Supt. Dots. 1953. 
Pp: 31.) 

Review of smell business. Final report of the House Select Committee ori Small Business, 
82nd Cong. (Washington: Supt. Docs; 1952. Pp. 310.) : 

Small, business in a mobilisation economy: fifth quarterly report of the Small Defense 
Plants Administration. (Washington: Small Deferse Plants Admin. 1953. Pp. 64.) 


Public Utilities; Transportation; Communications, 
Lewis, E. H. Minnesota's interstate tradé.  (Minnéapolis: Univ. of Minn, Press. 1953. Pp. 
vii, 47. $1.50.) 7 

STOCKTON, J. R, Hzxsgaw, R. C. Jr., Graves, R. W. Economics of natural gas in Texas. 
Bur. óf Bus. Research monog. no. 15. (Austin: Univ. of Texas, Bur. of Bus. Research. 
1952. Pp. xvi, 316. $5.) 
- Utilization of natural gas and natural-gas liquics, production, reserves, transportation, 
taxation of the Texas industry, public ‘control, problems of-conservation, and the com- 
pétitive situation with respect to other fuels are the topics considered. 

American merchant marine and the federal tax pelicy. A U.S. Maritime Administration 
réport to the President submitted by: the Secretary of Commerce. sta aa Dept. 
of Commerce. 1952, Pp. 114.) ° 


The role of competition in ‘conmércial air transportation. Report of the Civil Aeronautics 

- Board submitted to the Subcommittee on Monoroly of the Sénate Select Committee on 
Small Business, 82nd Cong., 2nd ‘sess. (Washington: Supt. Docs. 1952. Pp. 54.) 

A study of jutüre power transmission for the wert. (Washington: Bur. of Reclamation. 
1952. Pp. 30.) ° 


jog Industry Studies . 


Corran, M. L. and Newcome, R. Stabilizing construction: the record and potential. Com- 
mittee for Economic : Development er stud. (New York: MeGrase Hil 1952. Pp. 
xvii, 340. S6.) 


~ 
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Graser, E. The interindustry economics research program of the federal government. | 
(Washington: Conf. on Research in Income and Wealth. 1952. Pp. 19.) 


Passer, H. C. The electrical manufacturers—1875-1900. (Cambridge: Harvard Univ. Press. 
1953. Pp. xvii, 412. $6.) 

One of the studies in entrepreneurial history prepared in cooperation with the Research 
Center in Entrepreneurial History, Harvard University. The book is concerned with: 
(1) Arc Lighting; (2) Incandescent Lighting; (3) Electric Power. In each case, atten- 
tion is paid to the technological developments, the rise of leading firms, interfirm rela- 
tions, entrepreneurship, and the dynamics of the industry. 


Land Economics; Agricultural Economics; Economic Geography 


Biner, A. Internationale Regulierungen auf dem Weltweizenmarkt. (Kiel: Institut für 
Weltwirtschaft, Universitat Kiel 1952. Pp. vi, 93. DM 8,-.) 

Bracx, J. D. 7ntroduciion to economics for agriculture. (New York: Macmillan. 1953. 
Pp. xv, 727. $6.) 

Davinson, R. D. Federal and state rural lands, 1950, with special reference to grazing. 
Dept. Agric. circ. no. 909. (Washington: Supt. Docs. 1952. Pp. 100.) 


Hatcrow, H. G. Agricultural policy of the United States. (New York: Prentice-Hall. 1953. 
Pp. xiii, 458. $5.50.) 


Lassen, L., Lurt, H. W., and FnRawx, B. Some plant-soil-water relations in watershed 
manacement- Dept. Agric. circ. no. 910, (Washington: Supt. Docs. 1952. Pp. 64.) 


Levsuscuer, C. The processing of colonial raw materials. (London: H. M. Stat. Office. 
1951. Pp. 11, 186. 10 s.) 


Netson, L. Migratory workers: the mobile tenth of American agriculture. Nat. Planning 
Assoc. pamph. no. 82. (Washington: National Planning Assoc., Feb. 1953. Pp. x, 33. 506.) 


Onraxs, H. Utopia Ltd.—the story of the English- New Town of Stevenage. (New Haven: 
Yale Univ. Press. 1953, Pp. xv, 313. $4.50.) 

"In November 1946, the British Government founded the New. Town of Stevenage, 
thirty miles north of London, as part of a long-term programme to move over a million 
people from the metropolis. This book tells the story of this New Town. ... The book 
is, therefore, an historical and sociological study of a pioneering Government venture 
and of its impact upon a small town, It represents the results of interviewing, observa- 
tion, and documentary research conducted over an eighteen- month period irom October 
1948." (From the Foreword.) 

Panxs, W. R. Soil conservation districts in action. (Ames: Iowa State College Press. 1952. 
Pp. 242. 


PRITCHARD, N. T. Fall premium milk pricing plans. Dept. Agric. Farm Credit Admin. 
circ. C-147. (Washington: Supt. Docs. 1952. Pp. 39.) 


Scauttz, T. W. Economic organization of agriculture. (New York: McGraw-Hill. 1953. 
Pp. xx, 374. $4.3 

SuiwxiN, D. B. Minerals—a key to soviet power. A Russian Research Center study 
prepared under a grant from the Carnegie Corp. of New York. (Cambridge: Harvard 
Univ. Press. London: Oxford Univ. Press. 1953. Pp. viii, 452. $8.) 

Successive chapters examine the minerals resources of the Soviet Union: the use made 
of them, foreign trade, reserves, and potentials. The major classes of minerals are con- 
sidered, with due regard for the precautions necessary in utilizing the available statistical 
materials: ferrous and nonferrous metals; gold; coal and lignite; petroleum, natural 
gas, and asphalt; and nonmetallic minerals other than fuels. The resources of the satellite 
countries are also examined. 

WoopBuny, C., editor. Urban redevelopment: problems and practices. (Chicago: Univ. of j 
Chicago Press. 1953. Pp. xvi, 525. $7.50.) 2 
* A collection of studies on various aspects of city planning made as a part of Urban 
Redevelopment Study—a project under the supervision of Public Administration Clear- 
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ing House, the American Society of Planning Officials, and the National Association of 
Housing Officials. Part 1, by Allan A. Twichell, is on “Measuring the Quality of Housing 
in Planning for Urban Redevelopment. ” Part 2, by Wiliam H. Ludlow: “Urban Densi- 
ties and Their Costs: An Exploration into the Economics of Population Densities and 
Urban Patterns.” Part 3, by Charles S. Ascher: “Private Covenants in Urban Redevelop- 
ment.” Part 4, by William L. Slayton: “Urban Kedevelopment Short. of Clearance: 
Rehabilitation, Reconditioning, Conservation and Code Enforcement in Local Pro- 
grams.” Part 5, by Jack Meltzer: “Relocation of Families Displaced in Urban Rede- 
velopment: Experience in Chicago." Part 6, by Ira S. Robbins and Marian P. Yankauer: 
“Eminent Domain in Acquiring Subdivision and Open Land in Redevelopment Pro- 
grams: A Question of Public Use.” 

Alaska, A reconnaissance report on the potential development of water resources in the 
territory of Alaska for irrigation, power production, and other beneficial uses, by the 
U. S. Dept. of the Interior, sponsored by the Bureau of Reclamation. House doc. 197. 
(Washington: Supt, Docs. 1952. Pp. 287.) 

Compilation of laws, executive orders, and regulations applicable to Commodity Credit 
Corporation, an agency of the United States, as cf Oct. 1, 1952. (Washington: Supt. 
Docs. 1952. Pp. 176, mimeo.) B^ 

Compilation of Soil Conservation and Domestic Allotment act, Agricultural Adjustment 
act of 1938, Federal Crop Insurance act of 1949, Commodity Credit Corporation Charter 
act, related appropriation items, and miscellaneous laws including amendments as of 
Jan. 1, 1953. Dept. Agric. handbook no, 49, (Washington: Supt. Docs. 1952. Pp. 174.) 

Housing of the nonwhite population 1940 to 1950. Prepared by the Housing and Home 
Finance Agency. (Washington: Supt. Docs. 1952. Pp. vi, 42. 250.) ` 

Investigation of FHA and VA housing programs. Final report from the Subcommittee on 
Housing of the House Committee on Banking and Currency. (Washington: Supt. Docs. 
1952, Pp. 41.) 

Missouri—land and water. Report of the President's Missouri Basin Survey Commission. 
(Washington : Supt. Docs. 1953. Pp. 295.) 

The Missouri River basim development program. Ey the Missouri Basin Inter-Agency 
Committee. (Washington: Supt. Docs. 1952. Pp. 48.; 

The objectives of United States materials resources policy and suggested initial steps in 
their accomplishment, A report by the chairman of the National Security Resources 
Board based on the report of the President's Materials Policy Commission. (Washing- 
ton: Supt. Docs, 1952. Pp. 101.) 

Open occupancy in public housing. Prepared by the Public Housing Admin., Housing and 
Home Finance Agency. (Washington: Supt. Docs. 1953. Pp. v, 30. 20¢.) 

Resources: from abundance to scarcity by 1975? Stud. in bus. econ. no. 36. (New York: 
Nat. Indus. Conf. Board. 1952. Pp. 52.) 

The state of food and agriculture: review and outlook 1952. Prepared by the Food and 
Agriculture Organization of the U.N. Rome, Italy. Oct. 1952. CL 16/2. (New York: 
Columbia Univ. Press. 1952. Pp. iv, 126. $1.) 

Statistical summary 1951—Agricultural Conservation Program. (Washington: Production 
and Marketing Admin., Dept. of Agriculture. Nov. 1952. Pp. 114.) f 

A survey of housing research in the United States. (Washington: Div. of Housing Re- 
search, Housing and Home Finance Agency. 1952. Fp. 723.) 

World food situation 1953. For. agric. circ. WEP-1-55. een: Office of Foreign 
Agric. Relations. 1953. Pp. 35.) 

Years of progress, 1945-1952. (Washington: Dept. of the Interior. 1953. Pp. 195.) 


Labor 


GOLDSTEIN, J. The government of British trade unions. (London: Allen & Unwin. 1952. 
Pp. x, 300, 25 s.) 
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Know es, K. G. J. C. Strikes: a study in industria: conflict—with special reference to 
British experience between 1911 and 1947. (New York: Philosophical Library. 1952. 
Pp, xiv, 330. $8.75.) 

Luomme, J. La politique sociale de FAsigietene contemporeine, (Paris: Presses Univ. de 
France. 1953. Pp. 518. Fr. 1,800.) 

The primary concern is with Nisi relation to cost of living and employment, 
wages policy, policy with respect to the cost of living—and with employment policy. 
The period receiving major attention is that since 1938, with particular regard for recent 
and contemporary aspects of the British economy. 

PATEL, S. J. Agricultural labourers in modern India and Pakistan. (Bombay: Current 
Book House. 1952. Pp. 172.) ‘ l 

Peck, G. Emergency disputes settlement. Library of Congress, Legislative Reference Serv- 
ice staff report to the Subcommittee on Labor and Labor Management Relations of the 
Senate Committee on Labor and Public Welfare, 82nd Cong., 2nd sess. (Washingtcn : 
Supt. Docs. 1952. Pp. 55.) 

Prerson, F. C. Community wage. patterns. Pub. of the Institute of Indus. Relations: 
(Berkeley : Univ. of Calif. Press. 1053. Pp. xvii, 213. $3.75.) 

"The monograph begins with a general examination of tlie factors beàring on com- 
munity wage levels and wage structures. This is followed bya discussion of early wage 
history in the Los Angeles area up to 1940 and then an analysis of Los Angeles wages 
during the decade of the 1940's. Other chapters deal specifically with those factors which 
have been most influential in determining the level and pattern of wazes in this area . 
at every step in the discussion comparisons are made with wage developments i in other 
communities and in-the country as a whole” (from the Foreword). 

RoNKEN, H. O. and Lawrence, P. R. Administering -changes—a case study " TP 
relations in a factory. (Boston: Grad. School of Bus. Admin. 1952. Pp. 324.) . U 
SHISTER, J. and Hamovitcu, W. Conflict and stability in labor relations: a case study. 
(Buffalo: Dept. of Indus. Relations, School of Bus. Admin., University of Buffalo. 

1952. Pp. 69.) l 

SMULDERS, M. F. Inkomensverdeling en ‘werkgelegenheid. (Leiden: H. E; Stenfert Kroese 
N. V. 1952. Pp. v, 174. f. 9.75.) , 

STEINER, P. O. and Gorpner, W. Productivity. (Berkeley : Inst. of Indus. Relations; Univ. 
of Calif, 1952. Pp. x,-60. 256.) 

YODER, D. and Heneman, H. G. Manpower blueprints jor a free economy.” Staff report 
to the Subcommittee on Labor and Labor-Management Relations of the Senate Com- 
mittee on Labor and Public ets yna: Cong., 2nd sess.. (Wachimston: Supt. Docs. 
1953. Pp. 44.) : 

Emergency disputes settlement: staff: report to the Senate Subcommittee on Labor and 
Labor-Management Relations, 82nd Cong., 2nd sess. Prepared by the Library of Congress 
Legis. Ref. Service. (Washington: Supt. Docs. 1952. Pp. 55.} 

Labour organization in Canada. Dept. of Labour.41st annual report, 1952 ed, (Ottawa: 
Edmond Cloutier. 1952. Pp. 105. 25¢.) 

Manpower for defense: policies and statements of. the one f Defense Mobilizakon: 
(Washington: Supt. Docs. 1953. Pp. 51.) 

The mobility of tool and die makers 1940-1951. A survey òf the work experience, training, 
and personal characteristics of the workers in a critical occupation. Dept. of Labor bull. 
no. 1120. (Washington: Supt. Docs. 1952. Pp. v, 67. 35¢.)., . 

Negroes in the United States: their employment and economic status. BLS pub. (Wash- 
ington: Supt. Docs. 1953. Pp. 58.) : g 

A progress report of the Institute of Industrial Relations 4945-1952. (Berkeley and Los 
Angeles: Univ. of California Press. 1953. Pp.:57;) ' 

Railroad retirement legislation. Hearing before the Joint Committee on Railroad Retire- 
ment Legislation, 82nd Cong., 2nd sess, Aug. 5, 1952. (Washington > Supt Dacs; 1932, 
Pp. 194.) 
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Report of the Department cf Labour for the fiscal year ending March 31, 1952. (Ottawa: 
Edmond Cloutier. 1952, Pp. 86. 25¢.) 


Wages and related benefits—40 labor markets, 1951- 1952, Bult no. 1113. (Washington: 
Bur. of Labor Statistics, 1952. Pp. 62.) - 


Population; Social Welfare and Living Standards 


KELLEv, P. C., assisted by KELLEY, H. C. Consumer economics. (Homewood, Il.: Richard - 
D. Irwin. 1953, Pp. xv, 662.) 


Lasser, J. K. and Porter, S. F. Managing your monzy. (New York: Henry Holt. 1953. 
Pp. xiii, 430, $4.) 


MERRIAM, I. C, Social security. financing. Federal Security Agency, Soc. Sec. Admin, Div. 
of Research and Stat. Bur. rept. no. 17. (Washington : Supt. Docs. 1952. Pp. x, 204. $1.) 


Rasor, E. A, Analysis of the benefits under the Old-Age and Survivors Insurance program 
as amended in 1952. Actuarial stud, no. 34, (Washington: Soc. Security Admin. 1952. 
Pp. 50.) 

Building America’s health: 2 report to the President. By the President’s Commission on 
the Health Needs of the Nation. (Washington: Supt Docs. 1952. Pp. 80.) 

“Demographic yearbook—-1952. UN. pub. no. 1953. XILI, (New York: Columbia Univ. 
Press, 1953. Pp, 518. $7.50.) 


Needed changes in the old age and survivors’ insurance. program, (Washington: Council 
of State Chambers of Commerce. 1952. Pp. 18.) : 


Pensions in the United States. A Nat, Planning Assoc. study prepared for the Joint Com- 
mittee on the Economic Report, 82nd Cong., 2nd sess. (Washington: Supt. Docs, 1952. 
Pp. 106.) 


Unclassified Items 


Ban, W. M. Nationalism and communism in East Asia. (Melbourne: Univ. Press, New 
York: Cambridge Univ. Press. 1953. Pp. v, 210. $4.50.) 
Necessarily brief treatments of political movements in ten different countries with 
some attention to the economic and social background in each case. - 


Darsy, H. C. Tke Domesday geography of eastern England. (New York: Cambridge 
Univ. Press. 1953. Pp. xiv, 400. $11.) 
This is the first of six volumes, each to be on the medieval geography of one section 
of England as revealed by the Domesday Book. 


GinzBerc, E., and Bray, D. W. The uneducated. (New York: Columbia Univ. Press. 
1953, Pp. xxv, 246. $4.50.) 

Horrzawp, W. L., editor. Asiam nationalism and the V/est. A symposium based on docu- 
ments and reports of the Eleventh Conference, Institute of Pacific Relations, (New 
York: Macmillan. 1953. Pp. viii, 449. $5.) 


Koun, H. Pan-Slavism: its history and ideology. (Notre Dame, Ind.: Univ. of Notre 
Dame Press. 1953. Pp. ix, 356. $6.25.) 

Kvan, H. W. and Tucker, A. W., editors. Contributions to ihe theory of games, vol. I. 
Annals of mathematics stud. no. 28. (Princeton: Princeton Univ. Press. 1953. Pp. viii, 
395. $4.) 

McAvrrrzE, W. R. Modern Asia explained. (New York: Philosophical Library. 1952. Pp. 

viii, 163. $3.25.) 
' “This book is a modest? attempt -to give in simple language some account of the 
development and aspirations of the Asiatic states which have recently freed themselves, 
or been freed, irom Western colonization and economic penetration. Some effort has 
been made to sketch the historical, social, and religious backgrounds to this develop- 
ment." 
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McDovcatt, F. L. Food and population. Internat. Conciliation, - no. 486. (New York: 
Carnegie Endowment for Internat. Peace. 1952. Pp. 47.) 


Scorr, J. F. and Lvwrow, R. P. The community factor in modern technology. Tensions 
and technology ser. UNESCO. (Washington: UNESCO Relations S:aff, Dept. of State. 
1952. Pp. 171.) 


Wescuzer, I. R. and Brown, P., editors. Evaluating research and development, An- 
notated proceedings of Conf. of Research Administrators at Univ. of Calif., Los Angeles, 
May 10, 1952. (Los Angeles: Institute of Industrial Relations, Univ. of Calif, 1953. 
Pp. 103. $1.65.) 

Ware, R. C. These will go to college—a study of future demand for admission to , college 
by secondary school graduates in the Cleveland-Akron-Lorain area. Spons. by the Cleve- 
land Foundation. (Cleveland: Western Réserve Univ. Press. 1952. Pp. xvii, 108. $2.75. 

Benefit financing. Pt. II, Unemployment insurance in Montana. Prep. by Unemployment 
Compensation Commission, Helena, Montana, and Bureau of Bus. and Econ. Research, 
Montana State Univ. (Missoula: Montana State Univ. 1951. Pp. 174.) 

Committee for Economic Development annual report 1952, Prepared by the Research and 
Policy Committee. (New York: Committee for Econ. Development. 1953. Pp. 46.) 

Economic aspects of higher education in New York State. Prepared by the Student Eco- 
nomics Society of Champlain College. (Plattsburgh: Dept. of Eccnomics, Champlain 
College. 1953. Pp. 56, mimeo.) 

Education in a technological society. Tensions and technology ser., UNESCO.. (Washing- 

. ton: UNESCO Relations Staff, Dept. of State. 1952. Pp. 73.) 

Register of research in the social sciences in progress and in plan and directory of research 
institutions. (London: Cambridge Univ. Press, for the Nat. Inst. of Econ. and Soc. 
Research. 1952. Pp. iv, 188. 15 s.) l 

Social Science Research Council annual report, 1951-1952, (New York: Social Science Re- 
search Council. 1953. Pp. 73.) 

Theses in the social sciences: an international analytical catalogue of unpublished doctorate 
theses, 1940-1950, Unesco pub. (New York: Columbia Univ, Press. 1953. Pp. 236. $1.25.) 





PERIODICALS 


Economic Theory; Genezal Economics 


ArrAis, M. Les voies fécondes de la théorie économique. Nouvelle Rev. de l'Econ. Con- 
temporaine, Dec. 1952. Pp. 3. 


Brems, H. Ex sammenligning mellem den gaengse og den jantzen’ske omkostningsteori. 
Nationalgk. Tids., vol. 90, no. 5-6, Pp. 19. 
Brunner, E. Competition and the theory of the firm. Econ. Internaz., Nov. 1952, Pp. 21. 
` CHAMBERLIN, E. H. The product as an economic variable. Quart. Jour. Econ., Feb, 1953. 
Pp. 29. 
Crémens, R. Prolégomènes d'une théorie de la-structure économique. Rev. d'Econ, Pol., 
Nov:-Dec. 1952. Pp. 31. 
Cortetr, W. J. and Newman, P. K. A note on revealed preference and the transitivity 
condition. Rev. Econ, Stud., vol. XX (2) no, 52, 1952-53. Pp. 3. 
EISNER, R. Guaranteed growth of income. Econometrica, Jan. 1953. Pp. 3. 
FisHrR, A. G. B. A note on tertiary production. Econ. Jour., Dec. 1952. Pp. 14. 
Fisoer, G. H. A note on Mr. Harrod's dynamic model. So. Econ. Jour., Jan. 1953, Pp. 5. 
Forstmann, A. Zur Frage der Kausalitat wirtschaftlicher Veränderungen (II). Schmollers 
Jahrb., vol. 72, no. 6, 1952. Pp. 34. 
Friepman, M. and Savace, L. J. The expected-utility hypothesis and the measurability of 
utility. Jour. Pol. Econ., Dec, 1952. Pp. 12. 
Garor, A. and Pearce, I. F. A new approach to the theory of the firm. Oxford Econ. 
Papers, Oct. 1952. Pp. 14. 
GarsnarrH, J. A. Indifference maps for indispensable goods. Rev. Econ. Stud., vol. XX 
(2) no. 52, 1652-53. Pp. 4. 
Gorman, W. M. Community preference fields. Ecorometrica, Jan. 1953. Pp. 18. 
Haan, F. H. Expectations and equilibrium. Econ. Jour., Dec. 1952, Pp. 17. 
Harrer, H. Indifferenzlinien, Komplementaritat wid Substituierbarkeit. Zeitschr. f. die 
Ges. Staatswiss., vol. 9, no. 1, 1953. Pp. 21. 
Henperson, J. S. Marginal productivity analysis—a defect and a remedy. Econometrica, 
Jan. 1953. Pp. 14. 
HirpnETH, C. Alternative conditions for social orderings. Econometrica, Jan. 1953. Pp. 14. 
Kewnepy, C. The economic welfare function and Dr. Little’s criterion. Rev. Econ. Stud., 
vol. XX (2) no. 52, 1952-53. Pp. 6. 
Low, J. M. Ar eighteenth century controversy in the theory of economic progress, Man. 
School Econ, Soc. Stud., Sept. 1952. Pp. 20. i 
. A regional example of the mercaniilist theory of economic policy. Man. School 
Econ, Soc. Stud., Jan. 1953. Pp. 21. 
Mactaurin, W. R. The sequence from invention to innovation Gna its relation to economic 
growth. Quart, Jour. Econ., Feb. 1953. Pp. 15. 
Mayvsznny, J. P., Nasm, J. F., and SHusrx, M. 4 comparison of treatments of a duopoly 
situation. Econometrica, Jap. 1953, Pp. 11. 
Mismaw, E. J. Toward a general theory of price, income and money. Jour. Pol. Econ., 
Dec. 1952. Pp. 16. ^ 
Morrtssett, I. Some recent uses of elasticity of substitution—a survey. Econometrica, 
Jan. 1953. Pp. 22. 
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Prours, R. W. A critique of some recent -contributions to the theory of consumers’ sur- 
plus. So. Econ. Jour., Jan. 1953. Pp. 19. 


Prius, R. Economic nature of the conaire association. Tour. Farm Econ., Feb. 
1953, Pp. 14. 


Savers, R. S. Ricardo’s views on, , monetary: questions. Quat. Tour. Econ., Feb. 1953. Pp. 
. 20. 

ScHNEDER, E. Sinn und Grenzen der quonitativen Wirlschaftsforschuns, Zeitsclir. f. die 
Ges. Staatswiss., vol. 108; no. 1,.1952. Pp. 17: - m 

Smxin, C.G. F. Notes, on the theory of inflation. Rev. Rea: Stud, vol XX (2) no. 52, 
1952- 53. Pp. 9. 

SINGER, u. W. The, mechanics of economic PEUMOPIAE Indian Econ, Rev., Aug. 1952. 
Pp. 18. : - : 

SWANSON, E. W. Group dominations and economic and political instability. So. Econ. 
four; Oct. 1932. Pp. 199, 

Uei, T. Mr. Spectator d$ an economist. Annals Hitdtsubashi Acad, Oct. 1952, Pp. 64. 


ViNor, P. Productivité et repartition: da quatrieme part, Nouvelle-Rev. de Econ. Con- 
temporaine, Dec. 1952. Pp. 4. 


Werusz, L; Entrepreneur's risk, lender's risk, and investment. Rev. Econ. Stud., ‘vol. XX 
(2) no. 32; 1952-53. Pp. 10. 


WEMELSFELDER, J. De. techniek der colleciieve. indifferentiecuries ‘en het “optimale invoer- 
recht. De Economist, Jan, 1953, Pp. 23. i : $ 


: Economic Históry; National. Ecoiiomiés; Economic Development | 


Brot, E. H. P., and HANDFIELD-JONES, s. J. The climacteric of the 18908: a study in 
_ the expanding economy. Oxford Econ. Papers, Oct. 1952..Pp: 26. ! 

Crark, M. G. The Soviet steel industry. Jour. Econ. Hist., Fall 1952. ‘Pp. E^ $e. 

Darivas, B. Etude sur la crise économique de 1593-1597, en Angleterre, et la loi deš UNTEN 
Rev. d'Hist. Econ. et Soc., vol. XXX, no. 4, 1952. Pp. 17. S v2 


DjojonaprkuSUMo; S. Economic problems. in Indonesia and our way out, India Quatt; 
Oct.-Dec. 1952. Pp. 25. 


Evans, G.-H; Jr: A sketch of. American , business ioiii Toit? Pol. .Econ., Dec. 


1952. Pp. 12. 
Forsow, M. B. Progress and: Kindicane in n Europe—Pt. II. Dun's Rev., Feb. 1953. Pp. 9, 
HawiLTON, E. J. Prices and progress. Jour, Econ, Hist., Fall 1952.. Pp. 25. 
Hi»v, R. W. The ‘Standard oi l; Company: (New Jersey). Jour. Econ. Hist, pu 1952. 
. Pp.14. 
Horrawp,.D..G. and Sezers, D. The. iind of 1952. Bull. Oxford Univ. Inst, Stat., 
Nov.-Dec. 1952. Pp. 29. : 


Issawi, C. Note on conditions of economic Progress. in the Middle East. Econ. Develop. 
and.Cult. Change, Dec. 1952. Pp. 7. 
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NOTES 


A nominating committee consisting of M. M. Bober, Edward S. Shaw, George W. Stock- 
ing, George W., Taylor, Willard L. Thorp and John H, Williams, chairman, has submitted 
the following slate of nominees for 1954 offücers of the American Economic Association: 

President: Simon S. Kuznets, University of Pennsylvania 

Vice President: ‘ 

Roy Blough, Director, Department of Economic Affairs, United Nations 
William J. Fellner, Yale University 
Jacob Marschak, University of Chicago 
Arthur Smithies, Harvard University 
Executive Committee: 
Moses Abramovitz, Stanford University 
Evsey D. Domar, John Hopkins 
Norman S. Buchanan, University of California 
George J. Stigler, Columbia University 
Representative of Social Science Research Council: 
D. Gale Johnson, University of Chicago 

The annual meeting of the Association will be held at the Hotel Statler, Washington, 
D.C., December 28-30, 1953. The meeting is to be held jointly with allied social science 
associations, Thus far the Econometric Society, the American Finance Association, the 
Economic History Association, the American Statistical Association and the Industrial 
Relations Research Association have indicated their intention of. meeting at the same time 
in Washington. 


Deaths 


Herbert F. Fraser, professor of economics at Swarthmore College, died February 9, 1952. 


Donald J. Hay, instructor in marketing at the University of Hlinois, died November 1, 
1952. 


Frederick E. les of the department of economics, University of Illinois, died September, 
1952. 


Earl A. Saliers, of Louisiana State University, died December 23, 1953. 


Retirements 
Clyde B. Aitchison, after serving almost thirty-five years as an Interstate Commierce 
Commissioner. 
John D. Black, as Henry Lee Professor of Economics, effective July, 1953. 


Theodore T. Bullock, professor of economics and business law, College of Business 
Administration, University of Nebraska, February, 1953. 


Harry W. Cordell, associate professor of marketing, the Ohio State University, June, 1953. 

William H. Spencer, Hobart W. Williams Distinguished Service Professor of Government - 
and Business, effective September, 1953. 

Thomas L. Kibler, professor of transportation at the Ohio State University, June, 1953. 


Á ppointments and Resignations 


Robert Agnew has been appointed assistant professor of industry in the School of 
Business Administration, University of Pittsburgh. 

A. Anastassiades has been appointed instructor in economics in the Schoo] of Business 
Administration, University of Pittsburgh. f 

Edward A. Anderson has been appointed instructor in marketing in the Wharton School, 
University of Pennsylvania. 
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Arthur G. Auble, of Northwestern University, has beea appointed associate professor 
of business statistics at Claremont Men’s College. ^ 

Edwin H. Baldridge has been promoted to assistant professor of accounting in the 
School of Business Administration of the University of Pittsburgh. 

Claude D. Baldwin, formerly in the Bureau of the Budget, is now economist in the 
Offce of the Secretary of Defense. 

William J. Baumọl, of Princeton University, is visiting professor of economics at ‘the 
University of California, Berkeley, in the spring term. 

Edward G. Bennion, director of the General Economic Division of the Standard Oil 
Company of New Jersey, will be visiting professor of economics at the Massachusetts 
Institute of Technology in 1953-54. 

William Beranek has been appointed lecturer in finance in the Sense! of Business Ad- 
ministration, University of California, Los Angeles. i 

Hilary R. Beth has been appointed instructor in management in the College: of Business 
Administration, Tulane University. 


R. A. Blackwood has been appointed instructor in business administration at Louisiana 


State University. 

Arthur I. Bloomfield, senior economist of the Federal Reserve Bank of New York, has 
. returned from the Associated States of Indochina where ke served as- economist for a 
Mutual Security Agency mission. E 

Robert W. Bradbury is resuming his duties at the University of Florida after a year in 
foreign service with the Department of State. 

Robert B. Buchele has been appointed assistant profestor ‘of personnel management and 
industrial relations at the University of California, Los Angeles. 

Arthur F. Burns, of Columbia University, has been appointed to the Council of Economic 
Advisers to the President.: . 

John M. Clark was appointed special lecturer i in the department of economics, Columbia 
University, upon becoming professor emeritus in February 1953. 

Edward Coen, of the London School of Economics, was visiting lectvrer at the Uni- 
versity of Minnesota in the spring quarter. 

Gerhard Colm, chief economist of the National Planning Association, has been in Korea 
consulting on matters relating to rehabilitation and in India censulting wita Indian leaders 
concerned with national economic planning. 

Edward J. Cook has been promoted to assistant professor in the School of Business, 
Fordham University. 

C. H. Donovan has been appointed head of the departmént of economics in the College 
of Business Administration of the University of Florida. 

Frederick Downs, of the University of Wisconsin, has accepted an eppointment as 
research associate with the University-of Kentucky. Bureau of Business Research. 


James S. Duesenberry has been promoted to associate professor of economics at Harvard 


University. 
James S. Earley, of the University of Wisconsin, has been granted a leave in 1953- 54 to 


accept a Carnegie Foundation grant in connection with the Directed Studies Program at 
Yale University. 

Joseph B. Eisenberg has been appointed instructor in: industry i in the Wharton School, 
University of Pennsylvania. ' 

- Philip Elkin has been appointed Siskeüctor in insurance in the Wharton. School, Univer- 
' sity of Pennsylvania. 

Solomon Fabricant has been.appointed deputy director of research ‘at the National 
Bureau of Economic Research. . 

Gerald J. Feldman has -been appointed instructor in industry in the Wkarton School, 
University of Pennsylvania.- E 

George N. Francis.has been promoted from assistant prqfessor to associate professor 
of accounting at Los Angeles State College of Applied Arts and Sciences, 

Irwin Friend has been appointed lecturer in finance at the Wharton School, University 


of Pennsylvania. , 
Wytze Gorter, of the University of California, Los Angeles, has been awarded a Carnegie 


à 
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Research Fellowship by the Council on Foreign Relations, at whose New BOR head- 
quarters he will conduct research in 1953-54. ` 

Daniel H. Gray has been appointed assistant professor of economics at Tufts College 
for the year 1953-54, 

Walter Heim has been appointed assistant professor of accounting in the School of 
Business Adminis-ration, University of Pittsburgh. 

Richard M. Heins has been appointed lecturer in insurance in the School of Business 
Administration, University of California, Los Angeles. 

Charles H. Hession has been promoted from assistant -professor to associate professor 
of économics at Brooklyn College. 

Werner Z. Hirsch, of the University of California at Berkeley, has been appointed 
assistant professor of economics at Washington University, St. Louis. 

Thomas P. Hogan has been appointed instructor in economics in the School of Business 
Administration, University of Pittsburgh. 

Carl Iversen, of-the University of Copenhagen, has been appointed visiting professor of 
political economy at the Johns Hopkins University for the February 1954 term. 

C. Hayden Jamison has been appointed chairman of the-department of economics and 
finance at Beloit College in the absence of Dr. Lewis Severson. : 

Eugene E. Jennings has been appointed assistant professor of industry at the Wharton 
School, University of Pennsylvania. 

John E. Jeuck has been promoted to professor of marketing and succeeds Garfield V. 
Cox as dean of the School of Business, University of Chicago. 

Michael J. Jucius, now at the University of Turin, Italy, will resume his duties as pro- 
fessor of personnel at the Ohio State University in the autumn quarter. 

K. William Kapp has been promoted from associate professor to professor of economics 
at Brooklyn College. 

Charles P. Kindleberger, of the Massachusetts Institute of Technology, Will be on leave 
in 1953-54 to conduct research, using the facilities of the Economic Commission for Europe 
at Geneva, Switzerland, on a grant from the Merrill Foundation for Advancement of 
Financial Knowledge. 

Walter Kirk has been appointed assistánt professor of finance in the School of Business 
Administration, University of Pittsburgh. 

John P. Lewis has been appointed associate professor of business administration in the 
School of Business, Indiana University. 

E. E. Liebhafsky has accepted an appointment as assistant Professor of economics at 
Pennsylvania State College. 

Bernard S. Logan has been appointed assistant professor of economics in the Schoo! of 
Business Administration, University of Pittsburgh. 

Clarence D. Long, of Johns Hopkins University, has been visiting professor of economics 
at Columbia University for the spring term. 

David L. Lutin, formerly research associate at Massachusetts Institute of Technology, 
is now an economist in the Office of the Administrator, Housing and Home Finance Agency, 
Washington, D.C. 

Wilfred Malenbaum has joined the staff of the International Studies group at Massachu- 
setts Institute of Technology. 

C. Arnold Matthews has returned io the University of.Florida after having served with 
the Armed Forces since 1951. ` 

Dan M. McGill has been appointed associate professor of insurance in the Wharton 
School, University of Pennsylvania. 

Edmund A. Mennis has resumed his duties as security analyst on the research staff of the 
Wellington Fund in Philadelphia after service in the Military Air Transport Service. 

Hermann Meyer-Lindenberg, of Bogota, Colombia, has been appointed visiting professor 
of economics for the spring term at the University of California, Berkeley. 

Raymond F. Mikesell will be on leave from the University of Virginia August to Deret- 
ber this year to serve as visiting professor at the National War College, 

Ralph A. Nittinger has been appointed instructor in insurance at the Wharton School, 
University of Pennsylvania. 
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Thaddeus J. Obal has resigned from -he Congressional Joint Committee on the Economic 
Report to accept a position as economic analyst in the Ford Motor Company. 

John F. Orchard has been appointed acting dean of the Graduate School of Business, 
Columbia University. 

, Raymond R. Orie has been appointed instructor in accounting in the School of Business 
Administration, University of Pittsburga. 

Grant M. Osborn has been appointed instructor in insurance in the Wharton School, 
University of Pennsylvania. 

A. R. Oxenfeldt has resigned as assoc:ate professor of economics at the City College. 

Irving Pfeffer has been appointed instructor in insurance at the Wharton School, Uni- 
versity of Pennsylvania. 

Karl Polanyi has terminated his services with Columbia University as visiting professor 
of economics as of February 1953. 

Hoyt Price is now second secretary in the American Embassy at Saigon. 

john M. Rathmell has been appointed lecturer in marketing at the Wharton School, 
University of Pennsylvania. 

Richard Reed has been appointed instructor in economics at Wheaton College. 

George F. Rohrlich has been appointed chief of the Division of Actuarial and Financial 
Services, Unemployment Insurance Service, Bureau of Employment Security, Department 
of Labor. 

Sam Rosen has been appointed assistant professor of economics at the University of 
Delaware. 

Hilda Rosenbloom has returned to Wellesley College as assistant professor of economics. 

James H. Rossell has been promoted to assistant professor of accounting in the School 
of Business Administration, University of Pittsburgh. 

Simon Rottenberg has been appointed visiting assistant professor and research associate 
. at the Research Center in Economic Levelopment and Cultural Change and Industrial 
Relations Center, University of Chicago. 

Eugene Rotwein has been granted a leave of absence from the University of Wisconsin 
in 1953-54 to accept a Carnegie Foundation grant in connechon with the Contemporary 
Civilization Program at Columbia University. 

Francisco R. Saenz, formerly attaché to the Economic Division oi the Mexican Embassy 
in Washington, is now. with the foreign Cepartment of the Manufacturers Trust Company, 
New York, N.Y. 

David J. Saposs, who has been special adviser to the director of the European Labor Divi- 
sion of the Mutual Security Agency in Paris, has returned to his post as special assistant 
to the Commissioner of Labor Statistics, Department of Labor. 

Richard Scheuch has been promoted to assistant professor of economics at Trinity 
College. 

Morton J. Schussbeim, economist with the Cleveland City Planning Commission, has 
been visiting lecturer in urban land economics at Western Reserve University in the spring 
term. 

Frederick A. Schwarz has been appointed assistant professor of accounting in the School 
of Business Administration, University of Pittsburgh. 

Carlo Sciffo has been appointed instructor in economics in the School of Business Ad- 
ministration, University of Pittsburgh. 

Robert W. Semenow has been promozed to associate professor of real estate in the 
School of Business Administration, University of Pittsburgh. 

Irving A. Sirken, formerly of Williams College, has accepted a position a: as chief of In- 
dustrial Analysis and Program Evaluation, Economic Development Administration, San 
Juan, Puerto Rico. 

: George R. Taylor, of Amherst College, has been visiting professor of economics at Co- 
Tumbis University in the spring term. 

Reed Tripp, of the University of Wisconsin, has accepted a position with the University 
of Kentucky Bureau of Business Research. 

Randall W. Tucker has been promoted to assistant professor of economics at. Trinity 


College. 
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Ralph Turvey, of the London School of Economics and Political Science, has been 
appointed visiting lecturer at the Johns Hopkins University for the October 1953 term. 

Lloyd Ulman, of the University of Minnesota, has been awarded a three-year faculty 
fellowship by the Social Science Research Council. 

Arthur R. Upgren has been appointed dean of the Amos Tuck School of Business Ad- 
ministration, Dar:mouth College. 

Daniel C. Vandermeulen will return to Claremont Men’s College in September as as- 
saciate professor of economics. 

Royal S. Van de Woestyne has assumed the dual position of associate dean and dean 
of students of the School of Business, University of Chicago. 

Charles W. Voris has resigned from Washington State College to join the staff of Los 
Angeles State College of Applied Arts and Sciences, as assistant professor of industrial 
management. 

Louis A. Werbaneth has been appointed instructor in accounting in the School of Busi- 
ness Administration, University of Pittsburgh. 

Robert H. Wessel has been promoted to assistant Professor of economics at the University 
of Cincinnati. 

Frank N. Willets has been appointed assistant professor of accounting in the School of 
Business Administration, University of Pittsburgh. 

Max A. Woodbury has been appointed associate professor of statistics in the Wharton 
School; University of Pennsylvania. 

William Woodruff, of Nottingham University, Nottingham, England, has accepted an 
appointment as associate professor of economics at the University of Dlinois, effective 
September 1953. 

H. Edward Wrapp has been appointed associate director of the Executive Program in 
the School of Business, University of Chicago. 

' Bertram W. Zumeta has been appointed instructor in statistics in the Wharton School, 
University of Fennsylvania. 
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THE THEORY OF THE OFFSET FACTOR: THE IMPACT 
OF LABOR DISPUTES UPON COAL PRODUCTION 


By C. LAWRENCE CHRISTENSON* 


í 


Although bituminous coal mining in the United States contains only 
a small fraction of the industrial working force, it was responsible for 
a larger volume of dispute time losses than any other single industry 
during the two decades beginning in 1930. Moreover, in no other single 
industry has the possibility of interference with production by labor 
disputes generated as much showing of public alarm as in the case of 
bituminous coal. Indeed at times, the power of this industry to develop 


* The author is professor of economics at Indiana University. . 

Even a condensed list of names of the many persons to whom the author is indebted 
for help in preparation of this article must include: W. H. Young of the Bureau of Mines, 
Loretta Nolan and Ann Herlihy of the Bureau of Labor Statistics, Walter Slifer of the . 
Bituminous Coal Institute, John L. Lewis and W. A. Boyle of the United Mine Workers, 
` Osmond Harline of the University of Utah and Mrs. Suzanne Clauser, secretary. in the 
Division of Economic Research at Indiana University. Professors Sterling McMillàn of 
Western Reserve University, Clarence Efroymson of Butler University, Roland Davis, 
Arthur Schweitzer, William Andrews, and George Horwich who are colleagues at Indiana 
University, have all been good enough to read.an orizinal draft of ihe manuscript and 
offer helpful criticisms. Responsibility for the article in its final form, of course, must 
rest with the author. 

''"l'aking man-days idle ‘as a rough measure of the extent of strike activity, the figures 
indicate that from 1927 to 1932 the man-days idle due to strikes in the coal mining- 
industries averaged 61 per cent of man-days idle in all industries combined; .. . for the 
period, 1933 to the middle of 1946 , . .'the man-days idle due to strikes in the coal 
industries averaged 27 per cent of the man-days idle in all industries combined." Economic 
Power of Labor Organizations; Hearings, July 21-August 2, 1949, Committee on Banking 
and Currency, U.S, Senate, 81st Congress (Washington, D.C., 1950), Part I, p. 278. Here- 
after cited: EPLO Hearings. Warren states that for 1914-49, classification of news accounts 
of "reported strike situations" shows 23.4 per cent of those in the New York Times and 
21 per cent of those in the Los Angeles Times were in coal mines. Railroad and airline 
Strike situations, were slightly more numerous (23.9 per cent) in the Los Angeles Times, 
but apart from that, in no other industry did strikes enlist as much newspaper coverage as 
in coal mining. Edgar L. Warren, "Thirty-Six Years of National Emergency Strikes," 
Indus. Lab. Rel. Rev., Oct. 1951, V, 3-15. 
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political and journalistic heat has seemed greater than its capacity to 
furnish the basic fuel for the American industrial economy. In the 
policy controversies of the war and postwar years there was an apprecia- 
tion. of the national importance of the bituminous coal industry, but 
there was not always an equal recognition of its peculiar economic char- 
acteristics. The public press often attributed the operating pattern of 
the industry to the personalities of particular individuals without much 
allowance for the physical fact that coal mining is an industry of vary- 
ing seams, faults, shafts, strios and product volatility. Numerous 
actions for dealing with strikes in this industry, and indeed in others, 
were taken; and the cry of “national emergency” whenever a stoppage 
was threatened became a cliché without much specific meaning. 

It is the purpose of this article to develop a theory of the impact of 
disputes on production particularly applicable to the bituminous coal 
industry, but which may also outline some features that are of broader 
significance, Such a theory will not furnish a solution for national 


emergency strikes, but it may furnish: ‘guidance for determining when * 


an emergency is present. In social as in medical science, it might be 
well for diagnosis to precede surgery. Even complete success in micro- 
scopic measurement of the influence of labor disputes upon coal produc- 
tion in the eighteen years, 1933-1950, will do no more than create a 
“small window that looketh out upon a great world.” That window will 
have inore than one opaque pane, and some mullions badly fitted, wait- 
‘ing for other more skillful efforts with better tools and more nearly 
pure materials to present a clearer view.’ 


I. The Protection and Dispute Record in 
Bituminous Coal 1933-1950 


A synoptic view of the relation of dispute time losses to the monthly 
output of coal is presented in the chart entitled “Monthly. National Use 
Production and Disputes Man-Day Losses in Bituminous Coal 1933- 
50.” The continuous line of monthly production calculated from the 
“Weekly Coal Reports" of the Bureau of Mines is the calendar- 
adjusted, total monthly output after the substraction of expcrts, bunker 
fuel, and coal used at the mines. These subtractions are based on the 
assumption, only partially valid, that such items involve commitments 
for coal that cannot be made available for internal consumption in the 
national market. The broken line on the chart records the number of 
man-days lost by labor disputes in the corresponding months as shown 


: *'The Division of Economic Research at Indiana University has in process other studies 
on the economics of the coal industry, and this article is only a portion of a larger research 


. plan. 
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in the file records of the Bureau of Labor Statistics? Although a little 
cumbersome, it seems accurate to change the Bureau’s terms of “man- 
days idle" in “work stoppages” to “disputes man-day losses."* This is 
the expression I have chosen to use-throughout, except when consider- 
ing the more general matter of strikes or lockouts without reference to 
specific monthly measurement, when I shall use the term "disputes 
time losses." 007 

The presentation of the BLS disputes time loss record, without 
adjustment of any kind, against the background of a reduced and 
calendar-adjusted figure of total coal production, may seem to exagger- 
ate the force of dispute time losses. However, the.substraction of 
external items results in a smaller rate of tonnage loss per man-day of 
disputes than may be the actual case. Nevertheless, regarding thése 
external items as firm commitments avoids overstatement in the amount 
, of coal available for national use, and it cannot be said that the nature 
of any "emergency" has been minimized. In the calculated impact of 
dispute time losses “emergencies” are taken in full seriousness and per- 
haps even exaggerated. ‘This is the reason adjustments are made in the 
production record even though I find no way of making similar modi- 
fications in the dispute time loss figures. 

The scale for the production line, shown on the left side of the chart, 
is in millions of tons; while that for dispute time losses, on the right, is 
in millions of man-days..For convenient reading, guide lines have been 
drawn at the 40 million-ton monthly production level and at the level 
of four million man-day dispute time losses. 


*The Bureau of Labor Statistics records "all known stoppages arising out of labor 
management disputes, involving six or more workers and continuing a full day (or shift), 
orlonger.... Figures . . . on ‘man-days idle’ cover all workers made idle for one shift or 
longer in establishments directly involved in these stoppages.” This statement or one similar 
will be found in any annual issue of the bulletins entitled "Analysis of Work Stoppages." 
For example, see Bull. No. 1090, U.S. BLS (Washington, D.C., 1952). 

In the years while the Bureau of Mines also made an independent review of strikes in 
coal mining, the total time lost figures were usually somewhat larger than those reported 
by the Bureau of Labor Statistics. This may have been due in part to broader coverage but 
also may have been due to difference in definitions used. The Bureau of Mines classified 
its figures under the heading “Strikes, Suspensions and Lockouts,” which might well 
include some stoppages omitted by BLS as not being “suspensions due to disputes.” A 
memorandum of'the Bureau of Labor Statistics recognized the difference in the records of 
the two agencies thus: in 1942, "the Bureau of Labor Statistics set up a new cooperative 
arrangement with the Solid Fuels Administration which resulted in the receipt of additional 
strike leads. When this agency went out of existence, cooperative arrangements were made 
with other agencies. Prior to this time, undoubtedly many of the small, short strikes were 
missed.” 

* . 

*The expression, work stoppage, seems to me less desirable than disputes loss, since it 
may apply to secondary stoppages occurring in other establishments and also to the many 
interruptions of production not directly or indirectly concerned with a labor dispute in 
spite of the Bureau's warning that this is not so intended. 
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The chart is divided into two sections, each covering a nine-year 
period of 108 months. Certain obvious points of the relationship be- 
tween disputes time losses and production in these two periods are 
therefore easily compared. For the 1933-1941 period national use 
production is below the 40 million ton guide line in 87 months and 
above it for the other 21 months. In 1942-1950, however, there are only 
19 months when production falls below the guide line and 89 months 
when it is considerably above. Indeed in 70-of these 89 months, output 
is between 40 and 50 million tons and in the other 19 it even passes the 
50 million ton level. The annual seasonal variation and general upward 


trend, broken only by the 1938 recession, is apparent for the 1933-1941 


period. In contrast, the disappearance of the rising trend and the reduc- 
tion of seasonal influences? is evident for the later period. By 1942, 
the production line, having reached a much higher level, tends to 
remain there except during months of large dispute losses, until it is 
finally pushed downward by the 1949 postreconversion slump. 

In dealing with the dispute record in the bituminous coal industry it 
is both sensible and convenient to take the figure of 300,000 monthly 
man-day losses as a bench mark to separate minor from major dispute 
months. I use the term “minor dispute month" to mean a month with 
dispute man-day losses of 300,000 or less, and the expression “major 


` dispute month” to refer to those months with working time losses in 


excess of such amounts. For an industry with approximately 400,000 
production workers this bench mark would be equivalent to a loss of one 
day of working time for 75 per cent of the force. Similarly, the figure of 
four million man-day losses which I have used for the guide line in the 
chart might represent a ten-day monthly time loss for an entire working 
force of 400,000 employees.* 

While the number of months with less than 300,000 dispute man-day 
losses are not classified in detail, it should be stated that there was no 


5 Comiparative indexes of seasonal variation appear as follows: 


| 1933-1941 —— 
1942-1950- —— 





JAN FES MAY APR MAY JUNE JULY AUG SEPT OCT NOV DEC 


Seasonal Indices of U.S. Bituminous Coal Production 
(Monthly Averages as Percent of Annua 


* Calculations based on the average monthly number of production workers attached to 
bituminous coal mining for each year as reported in the BLS Handbook of Labor Sta- 
tistics (Washington, D.C., 1950), give annual average figures of 416,000 for 1933-1941 and 


393,000 for the Ixter nine-year period. S. 
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month during the eighteen years without some time loss from disputes. 
Partly because of the scale used, the chart line, representing minor dis- 
pute losses in certain months in 1933- 1941, has to run so close to the base 
as to be almost iniperceptible. Also, some small local disputes may have 
escaped recording iù the earlier years. 

The chart easily reveals that major dispute months involved time 
losses larger.in magnitude and more numerous in`1942-1950' than in 
` the nine earlier years. An exact count shows that 1942-1950 contained 

27 such months, while there were only 14 in the 1933-1941 period. If 
these major dispute months are broken down into smaller classifica- 
tions, only four months prior to 1942 involved dispute time losses of 
a million man-days or more, while there were 17 such months during 
the nine years following. The record for only two months during 1933- 
1941 crosses the four million man-day guide line on the chart, while 
‘that for five different months passed this mark after 1942. 

The division of the eighteen-year record into two periods of nine 
years each has been -based on several considerations. Not the least of 
these ‘has been the special significance of the year 1941 as the demarca- 
tion line for the first period. From the ashes of the ’twenties, under the 
impetus of the NRA in 1933, the phoenix of unionism in the coal 
industry began its resurgence. It reached maturity only at the close of 
1941. Then it was that the formal inclusion of the industrial-consumer 
owned mines (Ze., “captive mines") within the orbit of unionism 
made the recognition of the United Mine Workers of America (here-: 
after U.M.W.) extend through about 80 per cent of the industry.” 


"The 80 per cent figure is an approximation of the actual facts. The campaigns of 
the rival Progressive Mine Workers of America in West Virginia, Pennsylvania, Ken- 
tucky, and Kansas had come to unsuccessful ends by 1940, and that organization 
was then confined to representation in the Illinois mines, Its membership by 1950 was 
between eight and ten thousand in mines producing about 25 per cent of the Illinois 
tonnage. For the only comprehensive study of the P.M.W. see Harriet D. Hudson, Tke 
' Progressive Mine Workers of America: A Study in Rival Unionism (Uriversity of Illinois 
Bull. Ser. No. 73, Urbana, 1952). Since the 1947 withdrawal of the U.M.W. from the 
A.F. of L., membership figures have no: been published, but the Welfare and Retirement 
payments of 128 million dollars in 1951 represent payments on 82.5 per cent of the tonnage 
produced in that year, while payments for the 12 months ending July 1, 1949, covered 
76 per cent of the tonnage. Important coal producing states from which welfare payments 
Covered considerably less than 60 per cent of state tonnage were Kentucky and West 
Virginia, The possibility of both late and advance payments prevents such calculations from 
being precise measurements, See U.S. News and World Report, May 2, 1952, p. 59; 
Chronology; U.M. W. Welfare and Retirement Fund, (U.M.W., Washinston, D.C.; 1950), 
p. 14. Also, see Testimony of Josephine Roche, in EPLO Hearings, Part I, p. 194 and 
pp. 141, 143, 146, and 518. Daugherty and Parrish probably overstate the membership of 
U.M.W. as being 90 per cent of the bituminous mine workers in 1651. However, the 
calculation. on the basis of current tonnage covered by welfare payments is not parallel 
with estimates of union membership in the working force. Many men may retain union 
membership after retirement, or when working only part-time, and, moveover, output per 
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However, the complete acceptance of unionism in the consumer-owned 
mines since 1941 has tended to cover up the fact that significant por- 
tions of the commercial branch of the industry have remained outside 
the unionized framework. Probably, if the commercially sold produc- 
tion is taken alone, only about 75 per cent of tonnage has been from 
mines operating under U.M.W. agreements. . 

It. is sometimes claimed, and it is certainly implied in the declara- 
tions of policy of both the National Labor Relations Act and of its 
successor, the Labor Management Relations. Act, that when organiza- 
tional strife in the establishment of unionism is over, losses in working 
time due to labor disputes may be expected to decrease. For the 
bituminous coal industry, at least, such claims are not well founded. 
The simple review of the actual record shows clearly that dispute time 
losses since 1942 have been vastly greater than in the earlier years of 
ascendancy of unionism before its widespread acceptance had been 
re-established. 

This finding, significant though it may be, is not the most striking 
revelation growing.out of the review of the production and dispute 
record. The truly surprising discovery, for purposes of this study, is 
the demonstrated fact that the greater dispute time losses after 1942 
were accompanied by output from the coal mines exceeding that of all 
previous records, No other nine-year period in the entire history of coal 
mining in the United States can match the record of 1942-1950 either 
for dispute time losses or for production. It is this phenomenon which 
demands explanation. 


` II. The Theory of the Offset Factor 
Two Forms of Impacts of Dispute Time Losses on Production 


' A layman’s view of the relation of production to dispute time losses 
might be: “Coal miners, when they work, produce coal don’t they? 
Then when they walk out or are locked out, they don't mine coal and 
therefore output falls by the amount that would have been produced if 
the men had remained at work." It seems apparent that this simple 
view, if not entirely wrong, is still considerably less than half the truth. 

‘An explanation of the actual record of the relation between disputes 
time losses and production requires the development of a new theory 
which I call *the theory of the offset factor."* The offset factor is 


man in some of the nonunion mines may be higher than in unionized mines. See Carrol! 
R. Daugherty and John B.*Parrish, The Labor Problems of American Society (Boston, 
1952), p. 570. 

8 Awareness of need for such a theory is indicated in the writings of others. Thus George 
Taylor writes concerning the BLS disputes figures, “These data, which constitute a census 
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merely’ a label for those forces which mitigate the impact of dispute 
.time loses upon production. The identification of these forces is 
difficult and needs development in detail. It is assumed that labor 
disputes represent real differences between representatives of employees 
and management officials which are, in part, causal forces that influence 
the volume of production. This is certainly implicit in the layman’s 
view of disputes-and is also the view expressed in many of the Con- 
gressional proposals for dealing with national emergency strikes. At 
present, I do not challenge this assumption, although it probably is not 
universally valid. A publicly declared labor dispute might be a result 
of a particular production level as well as the cause of it. Moreover, 
such a dispute may be less of a contest betweer. management and labor 
than it is an expression of different views of industry control. 

Whether labor disputes generate production changes or are them- 
selves generated by the level of production, they are in any case im- 
mediate short-run phenomena. A mine while closed down during a 
labor dispute does not,produce coal. This much is about all there is in 
the layman’s view that is obviously correct. But the importance of this 
observation lies in its emphasis on the immediacy of the relation be- 
tween a dispute and output, not in its usefulness for measurement of 
the full strength of the impact of the dispute. 

The full effect of dispute time losses on production volume is by no 
means simple, nor is it uniform for all industries. I do not pretend to 
identify all the different pertinent industrial circumstances, but a few 
that seem generally important may be mentioned. In considering the 
impact of any dispute time loss it is necessary to observe the character 
of the product as well as the nature of the production process, and more 
specifically the importance of labor to current output. Coal is a source 
of industrial power, but so too is electricity generated by hydro-electric 
plants. Conceivably, however, a labor dispute which resulted in the 
walk-out of the entire mechanical force of a hydro-electric station, for 
say, twenty-four hours, might make no difference whatever in the 





of strikes, are frequently presumed to be an adequate index of the severity of costs of 
strikes in their impact on national output, production, or the effective prosecution of the 
war. No such presumption is justified; Many strikes result in no net loss in working time 
or production since hours that would otherwise have been id:e are worked. Other stoppages 
in the critical component. may have tremendous effects upon total production. It is simply 
impossible to indicate the effect of industrial disputes from simple enumeration.” “Labor’s 
No-Strike Pledge—A Statistical Review,” Yearbook of American Labor (New York, 
1945), p. 140. Milton Friedman states suggestively: "In mzny cases, so to speak, unions 
are simply thermometers registering heat rather than furnages producing the heat.” In 
D. M. Wright, The Impact of the Union (New York, 1951), p. 222, also p. 205. For an 
argument which even more closely parallels that developed here see Lloyd G. Reynolds, 
Labor Economics-and Labor Relations (New York, 1949), p. 307. My own study shows 
that some points mentioned by Reynolds are of much broader applicability than he allows. 


CHRISTENSON: THE THEORY OF THE OFFSET FACTOR 521 


amount of electricity delivered. Similarly an oil refinery might con- 
tinue. regular production for a day with only a skeleton crew. On the 
other hand, readers who want today's news will not get it by the 
delivery of a paper which is printed. next month; nor will an audience 
that wants entertainment tonight get it if the cast and stage crew walk 
out with the promise of returning next week. 

The bituminous coal mining industry is not a continuous process 
industry that might operate automatically without any labor for a short 
time; nor in the major dispute months, are we confronted with tem- 
porarily endurable defection of small portions of a labor force. Neither, 
however, is coal a commodity that is consumed concomitantly with its 
production so that any temporary stoppage means a complete loss of 
the service that might have been forthcoming had there been no dispute. 
Measured by dollar cost of production, bituminous coal is from 50 to 
70 per cent labor; and major time losses are almost certainly associated 
with the termination date of national or district agreements. They 
usually apply to the entire productive labor force of the firms involved 
in the dispute. The illustrations mentioned are theoretical possibilities, 
but their importance here is simply to make the character of the coal 
industry stand out in sharp relief. Viewed from the side of the produc- 
tion process, dispute time losses in the coal industry present a real 
possibility of bringing about reduction in total output.” 

The impact of any dispute that results. in reducing total sütit 
below levels that would have prevailed had that dispute not occurred I 
choose to label "detractive." However, this type of impact is not the 
only kind associated with dispute time losses. ` 

Approaching the question from the demand side, we may consider a 
situation when the total demand for coal is decreasing. During such a 
period representing a downswing in the business cycle, coal output will 
be falling due to a shrinkage in consumer demand requirements. A 
dispute time loss arising under these circumstances, if spread broadly. 
enough over a large portion of the industry, may affect the location of 
the output shrinkage even though it does not change its absolute 
quantity. It is this power to influence the location of an already shrink- 
ing output that I call the “distributive” impact of dispute time losses. 

This distributive impact is often overlooked because of the mistaken 
assumption that labor union action tends to be limited only to efforts to 


? Pieliminary examination of materials suggests that coal may be considered as having 
a relatively inelastic demand schedule not subject to rapid shifts in position. There are, 
however, some notable qualffications, as in the case of certain steam electric generating 
plants that maintain auxiliary oil burning equipment which may be brought into use 
quickly if there is distress selling of fuel oil. Over longer periods there are still broader 
possibilities of reliance upon substitutes. For the present these long-run forces are neglected. 
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improve current working conditions for members as individuals. But in 
` & period of shrinking demand, falling production is almost certain to 
bring increasing unemployment, especially in an industry where wages 
bulk large in total costs. The simple fact that employment and produc- 


tion are two different sides of the same coin must therefore mean that ` 
any union action designed to influence the manner in which unemploy-: 
ment is to spread must also influence the distribution of the volume of 


production. 
This classification of dispute impacts recognizes that even the poten- 


tial effect of dispute time loss2s on production may vary. depending. 


upon the conditions of demand existing when the dispute occurs, The 
detractive impact, which is the kind that seems to be most common in 
the layman's mind, may not exist at all under conditions of falling 
demand, although a distributive impact may still be present. 

The clearest illustration of the distributive impact in the coal indus- 
try occurs during seasonal recessions. Such timing was almost auto- 
matic and regular in the coal industry during the period 1933-1941, 
because of the practice of having union wage agreements terminate in 
April. Speaking broadly, the effect of this practice is to synchronize the 
possibility of prolonged stoppages over failure to reach agreement with 
normally anticipated seasonal reduction in demand. A generally sup- 


ported walkout would merely spread the adjustment to shrinking: 


demand throughout all mines. Such a dispute, however, may be 
charged with contributing to en aggregate production shrinkage even 
though the apparent detractive impact certainly would be spurious. 

This situation presents a serious dilemma from which I have found 
no adjustment of the statistical record that provides a satisfactory 
solution. Especially in so far as the bituminous coal industry is con- 
cerned, it cannot be said with confidence that dispute time losses are 
strictly independent forces divorced from cyclical and seasonal varia- 
tions.^ Whether the dispute time losses have any real distributive 
impact under these circumstances, depends upon how extensively: the 
oe spreads through the industry. 


x Customarily it seems to be assumed that strikes are irregular factors in time series. 
Thus one well-known text in economic statistics discussing adjustments for various move- 
ments in time series, reports: "The scheme most commonly employed for this purpose 
involves a fourfold classification attributing variations in time series to changes in the 
seasons, to the business cycle, to secular growth or decine, and to numerous irregular 
influences such as wars, droughts, and strikes." (Italics mine.) D. W. Paden and E. F. 
Lindquist, Statistics for Economics anc Business (New York, 1951), p. 170. Unfortunately 
for simplicity of statistical procedure, strikes in the coal industry cannot be treated as 
merely “irregular influences.” Even in a broader economic setting than a single industry the 
careful study by Rees suggests that strikes may be a part of business cycle movements 
rather than “irregular influences." Albert Rees, “Industrial Conflict and Business. Fluctua- 
tions,” Jour. Pol. Econ., Oct., 1952, LX, 371-82. 
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Both the detractive and distributive impact of dispute time losses are 
positive elements that threaten to influence the character of production. 
This does not mean, however, that the threatened influence is neces- 
sarily disastrous for aggregate output.or that distribution of output 
among firms is actually modified. Both such impacts may.be mitigated, 
perhaps even absorbed completely, through the operation of the offset 
. factor. Its operation may vary considerably, and these variations will 

be Canned after the general nature of. the offset factor has been set 
forth. je 


The Ofset Factor: Its Two Forms 


The offset factor may appear in either of two forms, ‘and both are 
potential neutralizers of the detractive impact of disputes. One of these 
I call the “current-transfer offset factor” and the other the “time-shift 
offset factor.” The basic characteristic of the current-transfer offset 
factor.in the coal industry is the ability to move orders from mines 
where: coal production has. been impaired by.a dispute, to mines not so 
affected. Such movement may be by coal consumers placing orders 
elsewhere, by operators of multiple units shifting production from one 
mine to another, by sales agents handling business of many different 
mines, or indeed, by operators of closed mines purchasing coal else- 
where at such times to fill orders for regular customers.” 

The time-shift offset factor does not mean any transfer of orders 
but is simply the power of mines, whether directly affected by a dispute 
or not,.to.move production. from one operating period to another. This 
time-shift offset factor itself has two aspects, one of which I call “antici- 
patory” and the other “retroactive.” =. : 

The time-shift is anticipatory when the advance prospect of : a dis- 
pute is clear enough to encourage increased output before the stoppage 
occurs. There is a serious oversight in. treating major disputes in the 
coal industry, and perhaps in other industries also, as if they were 
comparable.to the unannounced spontaneous eruption of a volcano. 
Rarely is this true. Termination dates of union agreements are public 
knowledge long before the event, and many major dispute time losses 
occur under circumstances that facilitate use.of the SHCIDatoty feature. 
of the time-shift offset factor. ; 

The retroactive aspect of the time-shift offset appears after the erent 
of the dispute. It provides the possibility of increased output above the 
levels that would: have prevailed for that period had there been no 
dispute. It functions if there. was no anticipatory action or when antici- 

" Actual cases of this procedure have been found among Indiana mines. Some union 


mines,in Indiana have brought coal from nonunion mines in Kentucky to fill orders 
during major disputes. Sale through agents is a: widespread practice in the industry. 
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patory action was inadequate to reduce the detractive impact of the 
dispute to zero. 

An essential element of the offset factor, both in its current-transfer 
, and time-shift form, is the presence of unused productive capacity. No 
offset factor of elther type is possible unless output has the potentiality 
of being expanded significantly and rapidly. But the degree of unused 
capacity may vary not only through time but also currently from one 
` portion of the industry to another, especially so if productivity is not 
uniform. Hence, the power of the cffset factor to mitigate the impact: 
of a particular dispute depends not only on the time at which the ` 
dispute takes place but also upon the geographical location of the part 
of the industry in which it occurs. 


The Current-Transfer Offset Factor 


While the element of unused capecity is necessary for both forms of 
. the offset factor, it is not a sufficient condition for creation of the 
current-transfer. For the current-transfer to be operative it is impor- 
: tant that the industry in which a dispute occurs be one composed of a 
large number of independent firms producing a homogeneous com- 
modity,.or at least one where product differentiation is not so pro- 
nounced as to seriously limit substitution. It is necessary that some 
firms be outside the scope of the dispute and also be effective sellers in 
the same market area served by those T where the stoppage in pro- 
duction is taking place. 

These basic requirements for the current-transfer offset factor are 
approximated in the bituminous coal industry. Active production of . 
coal takes place in widely scattered mines in thirty different states. 
While coal is not ail of uniform quality, substantial homogeneity is 
obtained through industrial purchasing on the basis of BTU content 
rather than by reference to brand names. Most important of all is the 
fact that these dispersed mines furnish great flexibility in output, and 
not even the most widely spread dispute has ever encompassed all firms 
in the industry. 

There are, however, two obstacles to prevent the coal industry from 
fully méeting the basic requirements for a perfect current-transfer off- 
set factor. One of these is noticeable product differentiation for the 
coking quality coals, combined. with nearly complete ownership of 
these coals by the industrial consumers. Both the large difference in 
quality and special ownership serve to remove these coals, which repre- 
sent perhaps 16 to 19 per cent of total output; from the commercial 
market. The net effect is that the current-transfer offset factor can 
contribute little to reduce the impact of dispute time losses occurring 
within these “captive” mines, and neither does it gain any support from 
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the operation of these mines when the commercial mines are closed 
down. On the other hand, the power of current-transfer in the commer- 
cial branch of the industry cannot be fully allowed for in our measure- 
ments. Statistical materials do not permit the monthly production and 
disputes time records to be split into units dealing with commercial and 

_consumer-owned mines separately. Failure to do so tends to give a dis- 
torted impression of the extent of unionism. Thus, it also contributes to 
a misleading underestimate of the full power of current-transfer in the 
commercial branch of the industry. 

The other important obstacle is concerned with mine location and 
transportation problems. Even if all coals other than the special coking 
coals entered in the commercial market and were uniform in character 
(which they are not), thousands of mines in the many states are not 
all equally available to consumers everywhere. Thus, the presence of 
large unused capacity in the bituminous mines of Utah permits no 
possibility of a current-transfer offset to mitigate the impact on pro- 
duction of a dispute which closes down all the mines in the great in- 
dustrial consuming centers east of the Mississippi. The cost of ship- 
ment of a bulky commodity fixes the limits of the area within which 
the operation of the current-transfer offset factor can take place. But 
the determination of the boundaries of the market area by transport 
costs is not peculiar to the coal industry. What does seem to be special 
for this industry is that the available transportation facilities tend to 
be exhausted long before the limits of productive capacity to mine coal 
are reached. Hence the presence of unused capacity for the coal in- 
dustry itself may be less important for the operation of the offset 
factor (in both forms) than the availability of rolling stock in the rail- 
roads upon which the industry must rely for delivery of about 80 per 
cent of its output. For the current-transfer offset factor to operate 
fully, not only must there be unfilled rail cars at the right time, but 
they must be available to serve the mines that are not affected by the 
dispute. 

Even if the productivity of all the mines were uniform, location of the 
area of a dispute might still be important in determining the power of 
the current-transfer offset. Widening the extent of unionism makes 
disputes arising over failure to agree upon renewal of contracts spread 
over a larger area. Hence, it also tends to weaken the force of the offset 
factor in this form. i 


The Time-Shift Offset Factor 


Number of firms, homogeneity of product, or extent of the dispute 
area are of much less importance for the operation of the time-shift 
offset factor. Indeed this form of offset may mitigate the impact of a 
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dispute which.brings about closing of all coal mines for a.short period. 
Just as in the case of current-transter, its power would be limited by.the 
degree of unused capacity in the industry. Here too the decisive ele- 
ment may not be the capacity to mine more coal but the availability of 
additional transportation -facil‘ties.? During a localized dispute the 
time-shift offset factor. might operate as a supplement to current-, 
transfer, but its strength does not rest on the location of a particular 
‘dispute. What counts most in; determining the real power of the time- 
shift is the duration of the dispute. This is because of the fact that the 
longer the dispute lasts, the less significant becomes a given margin of 
unused capacity existing before the beginning of the dispute. The power 
of the anticipatory feature of the time-shift offset is thereby reduced. 
However, given a dispute of short. duration, the anticipatory feature 
of the time-shift can go into. effect either regionally or on an even 
broader scale providing there is unused capacity and reason to believe 
that a stoppage of production may be imminent. The time-shift offset ' 
can hardly act concurrently with tae current-tr. ansfer but it may serve 
as an important supplement. 
At the other end, the suppleri: ental stréngth oí the retroactive latte 
of the time-shift- offset factor is derived from the ability of consumers 
to wait upon production. At least since 1947 in the American economy 
generally, this ability probably has béen much greater than assumed 
during the heated controversies associated with major disputes.? For 


"Writing in 1923, Tryon and Wing made this significant statement, which is still valid 
and important: "If the mines are genezally at work, the limiting factor becomes trans- 
portation, and further, increase in price encourages the opening of thousands of wagon 
mines which, under the law, can deménd <ransportation and whose activities so dilute 
the available car supply handled by the carriers." David L. Wing and F. G. Tryon, 
“Fluctuations in Coal Production," Ch. XV in Persons, et al, The Problem of ard 
Forecasting (Boston, 1923), p. 200. 

Ten days prior to a U.M.W. announced closing of mines, the author bad an interview 
with an executive of one of the large coal companies. The interview was interrupted 
many times while this official negotiated by telephone with industrial buyers for advance 
orders and with railroad officials for additional freight cars. There was no question about 
ability to mine the coal and hardly any as :o getting advance orders; it was shortage of 
shipping facilities that appeared as the real capacity limitation. While this official apolo- 
gized.for the interruptions, he might well have charged the author a fee for carrying on an 
excellent laboratory demonstration of the time-shift offset factor in actual operation. 

** The retroactive feature of the time-shift oset factor is real for other industries besides 
coal. Thus, consider the following statenient from the Monthly Letter on Economic Condi- 
tions and Government Finance of the National City Bank of New York: “The year 1952. 
has closed with most of the overall measures of business at new highs and with spreading 
confidence in the outlook. Some observers dou5t that the business indexes would now be as. 
high if there had been no steel strike or catching up period efterward, but debate on that 
point would be idle. The important matter is that production organization has again sur- 
passed all previous accomplisaments. Not only in dollar values, but in physical terms, which 
are the measures of welfare, the output of goods and services during the year has set 
another new record” (Jan. 1953 issue), p.'1, (italics mine). While “debate” may be “idle,” 
critical examination of “that point” is not. 
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the coal industry some measure of this ability is possible through a 
study of the records of consumer stock piles. Although this matter is 
reserved for separate study later, it is mentioned here because it leads 
to observation of the interrelation between the anticipatory and retro- 
active features of the time-shift offset factor. It is the building up of 
excess consumer stocks through the anticipatory feature and their 
relation to consumer use during the dispute that may determine whether 
the retroactive time-shift offset factor later comes into operation at all. 


Interrelations of the Various Forces 


The detractive impact of dispute time losses will reduce current out- 
put unless it is attenuated by the current-transfer offset factor. It exerts 
its full force if a dispute covers an entire industry under conditions of 
constant or increasing demand for the product. During a period of 
decreasing demand a dispute may have rio effect on total output ünless 
the time loss involved is greater than would have occurred as a result of 
the shrinking demand requirements taken alone. In that case the impact 
of the dispute becomes detractive to the extent that output reductions 
result from this excess time loss, and the remaining impact is distribu- 
tive. We cannot take the detractive and distributive impacts of disputes 
as if they were forces always appearing separately; in actual situations 
they may be combined, and it may be difficult to disentangle them 
for study. 

So, too, the different fortes of the offset factor’ may be blended to- 
gether, in certain cases. A prospective dispute which threatens to close 
half of the operating coal mines may encourage a great burst in output 
among all the mines, which later may be augmented still more within 
the mines that are not shut down. Such blending, however, does not 
mean that the current-transfer and time-shift are in fact companionate 
forces. They are, indeed, more emphatically alternative and comple- 
mentary to each other. The. known presence of a strong current-transfer 
tends to reduce the importance of the time-shift offset factor. Con- 
versely, the absence of-current-transfer increases the significance of 
time-shift. Just so, a too mild reliance upon the anticipatory feature 
may increase the use of the retroactive feature after a dispute has 
been settled. 


II. The Application o f the Offset Theory to the Empirical Record 
The Correlation Procedure . 


. If there were no offset factor at work, ind also if no other forces 
Han dispute time losses contributed to fluctuations i in monthly output, 
then monthly production would be directly correlated with dispute 
man-day losses and the coefficient of correlation between them should 
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be —1.0: This is the mathematical form which the layman’s view of the 
impact of disputes on production would take. If, however, no external 
forces were at work to produce output variations, but there was never- 
theless a strong current-transser offset factor whenever a dispute 


occurred, the correlation coefficient would approach zero, its actual . 
value being dependent upon the strength of the current-tzansfer offset. - 


If the current-transfer offset were only powerful enough to neutralize 


about half the impact of a dispute, but no more, then the coefficient 


would calculate to —.7 (7? = .4€). Unfortunately, all the other external 
forces cannot even be identified, to say nothing of being extracted from 
the statistical record. Hence, sach coefficients cannot be relied upon 
to have these precise meanings. 

However, if all other exterral forces could be identifed and ex- 
tracted, our monthly figures stil could not show the full force of the 
time-shift offset factor even if i: was known to be present. Only if the 
time-shift operates within the month when a dispute occurs will it 
contribute directly to reducing the correlation calculations. A high 
correlation coefficient between monthly output and dispute man-day 
losses is indication of weakness of the current-transfer, but it does not 
mean that the time-shift offset factor is ineffectual. Rather it may mean 
that in emphasizing the direct relation between production and time- 
losses in the major dispute moaths the effectiveness of the time-shift 
offset factor which must come in the minor dispute months is sub- 
ordinated. 

If the components of the offs2t factor have been properly identified, 
given a situation in which all mines are producing at full capacity when 
a dispute occurs, or is impending, there is no possibility of immediate 
short-time expansion. If the dispute involves all mines, it follows that 
the offset factor in both forms kas no power. The immediate impact of 
disputes time losses upon procuction is then, and I would say only 
then, direct and complete; the correlation coefficients will be close to 
—1.0. No allowance would need to be made for the fact that monthly 
calculations may tend to obscure the anticipatory and retroactive 
features of the offset factor in -his case. However, even close approxi- 
mation to such cases is rare. In the entire eighteen-year period even 
the disputes of April-May 194€ only faintly resemble such a situation. 

In an attempt to apply the :heory of the offset factor to empirical 
data, the figures for all years ere classified in seven groups, each con- 
taining years with generally similar economic conditions. This breaks 
the nine-year record of 1933-1941 into three segments. The first of 
these, labeled Segment A, corsists of the three major dispute years 
of initial economic revival, 1933, 1934, and 1935; a second segment 
labeled B is made up of the miror dispute years, 1936, 1938, and 1940; 


$ 
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and finally the third Segment C containing the three major dispute 
years, 1937, 1939, and 1941, represents a secondary revival group. 
The 1942-1950 period breaks into four segments. The war years, 
1942-1945, contain two major dispute years, 1943 and 1945, making 
Segment D, and two minor dispute years, 1942 and 1944, making Seg- 
ment E. The other five years of the postwar period break into two clear 
segments with major dispute years in each of them. The first of these is 
the postwar reconversion Segment F, 1946, 1947, and 1948, while Seg- 
ment G might be called the postreconstruction slump consisting of the 
two years, 1949 and 1950. 


Calculations for 1933-1941 


For each of these segments scatter diagrams were made of monthly 
national use production (Y in millions of tons) in relation to dispute 
man-day losses (X in thousands of man-days). Regression lines were 
constructed for each of these diagrams and Table I contains the figures 
showing the results of these calculations for the major dispute years of 
the nine-year period, 1933-1941. Results of the next step of determining 
correlation coefficients’ between national use production and disputes 
man-day losses for these same segments of this nine-year period are 
also presented. 

These calculations reveal that a regression line for the period 1933, 
1934, and 1935 begins at a lower level (28.6 million tons monthly) and 
falls at a much less rapid rate (1.28 million tons per million man-day 
losses) than does a similarly constructed line for the three years, 1937, 
1939, and 1941. For the latter segment (C) the regression line begins at 
38.9 million tons monthly and falls at a rate of 6.86 million tons per 
million man-day losses. The correlation computations show clearly that 
prior to 1936, dispute time losses had a negligible effect on total coal 
production. The correlation between unadjusted monthly production 
and dispute time losses of —.10 is so low as to be unimpressive, and 
when trend and seasonal variation in output are allowed for, the corre- 
lation —.17 is still negligible. The one could account for barely one 
percent (7? = .01) of monthly fluctuations in output, and the second, 
with seasonality allowed Zor, still would not explain three per cent 


H Tests to determine whether these correlation coefficients are significantly different from 
zero have been made. The results showed the correlation coefficients were not significant 
for Segment A, but were significant for the major dispute Segment C. The actual calcula- 
tions of r were —.5914 in segment A, r based on national use production and —1.005 


or : 
Gf r was calculated on adjusted production figures). The corresponding calculations for 
the C Segment give —4.672 when applied to the unadjusted correlations and —4.61 for 
the other series. 


à 
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TABLE I.—RELATION OF MozgrHLY NATIONAL Use PRODUCTION TO 
Dispute Man—ay Losses, 1933-1941 























Major Dispute Minor Dispute pa 
Years : Years 
A C. BED: 
1933, 34, & 35 1937, 39, & 41 1936, 38, & 40 

Regression Line:* ; AD 

Begins at Level í 28.68 38.99 ace 

Rate of Fall : 1.28 6.86 eed 
Correlation Coefficients :» 

Unadjusted —.10 —.79 —.16 

Adjusted —.17 —.78 +.49 





a Figures in millions of tons and rate of Fall per million man-days. ` 
> Monthly national use production, Y, end dispute time losses, X. 


(r? = .028). This suggests that the detractive impact was largely 
spurious, and that which was real was neutralized by the offset factor 
in current-transfer form. . 

Construction of a regression ne showing rate of fall in production. 
per million man-day losses for Segment B, the minor dispute years, 
would be a curiosity without much meaning, as no single month in- 
volved as much as a 75,000 man-day loss. Nevertheless, the correlation 
coefficients were calculated to show how slightly such time losses influ- 
enced the total production record. Hardly noticeable if correlated with 
unadjusted production volume :—.16), with allowance for seasonal 
and trend factors, the positive correlation coeffident suggests that 
disputes stimulated increases in eutput. Of course, the positive correla- 
tion coefficient of +.49 is misleacing and means merely that if seasonal 
adjustments are made, dispute time losses of the magnitude involved 
for these three years were easily zbsorbed. Speaking broadly and freely, 
such individual strikés or lockouzs may determine what mines will noć 
produce in a particular week bu: they cannot bring about increases in 
total output. They are small encugh so that especially in periods of à 
generally wide margin of unusel capacity the current-transfer offset 
factor will neutralize them completely and output will reach levels 
established by other forces. 

The contrast between Segmen! C and A is striking. Output has now 
reached higher levels and the duration as well as magnitude of disputes 
. has been increased (see chart). Dur regression,line which begins at a 
production level of 38.9 million tons monthly falls at a rate of 6.86 
million tons per million man-davs dispute time losses. 

The correlation coefficient betvveen monthly production and man-day 
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losses which is —.79 when using unadjusted production figures, falls 
only slightly (to —.78), when ‘output data are adjusted for seasonal and. 
trend forces. This means that for these three years, more than 60 per 
cent of monthly fluctuations in production (7? = 62.4, or 60.8 if output 
is adjusted) were associated with dispute time losses. 

Thus, the impact of disputes on production volume in the years of 
Segment C was considerably more than in earlier years. Although still 
present, the offset factor, especially in its current-transfer form, has 
lost some of its power. It would be a mistake, however, to think that the 
power of the offset factor had disappeared. Actually, the time losses of 
Segment C, although greater than those for A, never absorbed as much 
as a full month of working time. The largest of these, in April 1941 
£.25 million man-days, were roughly two- thirds the monthly working 
time of the industry. 

Other monthly ‘time losses in Segment C were all of less magnitude. 
The effort to gain general acceptance of the renewed union agreement 
in April 1937 involved losses of 978,000 man-days during that month, 
and each of the four succeeding months also showed dispute time losses 
between -100,000 and 300,000 man-days. The renewal of agreements 
two years later associated with the effort to establish general acceptance 
of the union shop ‘brought time losses of 4.23 million mandays in April 
and 2.75 million in May. 

An increase from one to four million monthly dispute time josie, 
taken alone, will tend to reduce the.power of the offset factor, but such 
an increase still needs to be examined in relation to other factors. At 
no time during 1937, 1939 and 1941. could it be said that bituminous 
coal mining operated at full capacity. Only eleven months during the 
entire three years showed reported weekly working time above 30 
hours, and in none.of these did hours per. week fully reach the U.M.W. 
standard of 35. The operation of the current-transfer form of the offset 
factor is shown concretely by the substantial increase in.the relative 
proportion of output from the partially unionized states of Illinois and 
Western Kentucky during the major dispute months of 1939 and 1941. 
Moreover, great increases in output in the months before April in both 
1939 and 1941 are indicative of the operation of time-shift on a sub- 
stantial scale. 


The Calculations for 1942-1950 


The calculations of ,the relation of monthly production to dispute 
time losses for 1942-1950 vield a very different result from that for 
the earlier nine years. The figures for regression lines showing rate of 
iall in monthly output per million man-days for these years, along with 


B 
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correlation i between . production and dispute time losses, 
appear in Table IT. 


TABLE Il.—RELATION OF MONTHLY NATIONAL USE PRODUCTION TO 
Dispute Man-Day Losses, 1942-1950 











Major Dispute Minor Dispute 
Years Years 
D F G E 


1943 & 45 1946, 47, & 48 1949 & 50 1942 & 44 





Regression Line: 








Begins at Level 48.3 48.7 42.3 — 
Rate of Fall © 4.45 5.03 4.90 — 
Correlation Coefficients: i 
Unadjusted. —M —.90 —.81 +.32 
Adjusted — 281 — .92 — .82 +.39 





^ Figures in millions of tons and rate of fall per million man-days. 
b Monthly national use production, Y, and dispute time losses, X. 


Here the computed regressions for all the major dispute segments 
would begin at higher levels and fall at less rapid rates than was true 
for the major dispute Segment C of 1933-1941. When correlation 
coefficients are computed,” the increased force of the detractive impact 
of disputes upon production becomes very clear. For the two war years, 
1943 and 1945, the correlation coefficient between national use pro- 
duction and monthly dispute time losses is —.84. When volume is ad- 
justed seasonally and for trend, the result is a coefficient of —.81. It 
seems safe to say that over 65 per cent (7? = 68.7, or 64.8 if output is 
adjusted) of the monthly variation in output is explained by dispute 
time losses. Again the correlations for the minor dispute years 1942 
and 1944 (E), like those for Segment B of the earlier period, do not 
mean what they seem:to say. The positive correlations are indicative 
of the great productive capacity of the industry in these years with 
few small dispute losses. 


* Similar tests to those made for correlations of 1933-1641 confirm the increased sig- 
nificance ef the relation of production to dispute tíme losses for the second nine-year 
period. For the two major dispute years of the war period (D), a't-test gives a result of 
t = —1.262 when applied to the unadjustec production coefficient and —6.47 when the 
adjusted production calculation is used. The same test for the two year Segment G gives 
t = —6.479 or —6.72 depending upon whether the correlation is calculated on unadjusted 
or adjusted production respectively. For the postwar reconversion Segment (F), when 36 
months permit the r formula the result is —5.32 and —5.44 on unadjusted and adjusted 

Or j ` 
data. 


~ 


N 
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^ A still more pronounced relation between production variations and 
dispute time losses appears for the postwar reconversion years, 1946, 
1947, and 1948. Here the correlation coefficient rises to a new height 
of —.90 or —.92 depending upon whether unadjusted or adjusted out- 
put figures are used. This, then, indicates that over 80 per cent of the 
monthly production variation is accounted for by dispute time losses 
"(77 = 81, or 84.6 if output is adjusted). It may also be observed that 
for the first time, adjustment for seasonality and trend raises rather 
than lowers the correlation coefficient, This is.also true for the two post- 
reconversion slump years, 1949 and 1950. Our correlation coefficient 
for these years is —.81 when national use production figures are in- ' 
volved and —.82 when they are adjusted seasonally and for trend. In 
either case, we have again over two-thirds of monthly variations in 
output (7? = 65.6, or 67.2 if output is adjusted) definitely associated 
with disputes time losses. 

Thé record then shows that the apparent detractive impact of 
disputes on production has been substantially greater since 1942 than 
it was in the earlier years. In part, this is attributed to a weakening 
of the offset factor, especially in its current-transfer form. It was 
pointed out earlier that. essential components of the offset factor were 
immediate shiftability of orders and unused capacity. Inthe application: 

- of the theory to post-1941 conditions, therefore, it is relevant to re- 
emphasize the expanded orbit of unionism and the fact that the major 
disputes concerning renewal of agreements may encompass about 80 
per cent of potential industrial output. Moreover, the expansion of 
aggregate output of the war and postwar years pushed the actual out- 
put levels closer to full capacity.” 


/ 


is By request of the Hard Fuels Coordinator, the U.M.W. and the Northern Appalachian 
Coal Operators Association modified the then (Jan., 1943) existing agreement so as to 
permit a six-day week with overtime payment for work above 35 hours. See Proceedings 
Thirty-Eighth Constitutional Convention of U.M.W.A. (Washington, D.C., 1944), p. 93. 
. Later, ceiling prices on ‘coal were adjusted upward by O.P.A. (p. 104). It was alleged, 
hewever, that although prices were actually advanced to the new ccilings, the six-day week 
with punitive overtime was rarely followed (p. 144). Operator representatives deny this 
(p. 146). For present purposes I have not attempted to determine the accuracy of these 
claims. It is enough now to reveal that the record shows a clear margin of unused capacity 
during all of 1943. Even in the four major dispute months of May, June, October and 
November, when extra working time may not have been available in some weeks, full 
use seems not to have been made of all potential working time in other weeks. Reported 
average hours worked weekly’ for the two years, 1942 and 1943, were as follows: 

Year Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec. 


' 1942 313 31.6 315 318 32.7 33.2 29.7 32.1 33.5 342 344 35.7 
1943. 34.7 37.0 38.6 36.9 35.2 28.4 37.1 403 394 39.0 286 4456. 


Major dispute months are underscored. 
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IV. Supplemental Examination of 1942-1950 eee 
The War Years 


Since the correlation analysis used thus far is more indicative of 
changes in the power of the current-transfer form of the offset factor 
than it is of time-shift, more detailed examination of the individual 
segments of 1942-1950 is now tequired. For the war years, 1943 and 
1945, disputes were not equal in magnitude to those of 1939 and 1941, 
although they were greater than those of 1933, 1934, and 1935 (see 
chart). Since this was so, even an offset factor weaker than in 1939 
and 1941 might be sufficient to neutralize the dispute’ impact. In spite 
of the fact that higher output volume and ex3ansion of unionism re- 
duced the strength of the current-transfer offset, there are clear indi- 
, cations of its continued vitality. Imperfections of materials prevent a 
direct observation, but if our vision cannot be clear, neither is it com- 
pletely obscured. 

A glimpse of the forces at work is to be bad fróm the varying 
character of state production records for 1943, compared with those for 
1942, when dispute time losses were of a minor ‘character. 

If all coal producing states showed the same rate of increase or de- 
crease in 1943 monthly production comparec with the same months 
of 1942, then the 1942 proportions of total tonnage for each state 
would not change. On the other hand, a rate of change in one state’s 
‘tonnage that varies from that of other states indicates a shift in the 
relative position of that state. Such shifting proportions of state pro- 
duction are too crude to be used as measurements, but they are never- 
theless rough | indicators of the strength of the offset factor. We know 
that Virginia, West Virginia, Western Kentucky, and Illinois are at 
least partially outside the spheres of control of the U.M.W. Hence, if 
during critical dispute periods, output in these states rises sharply, it 
suggests that the current-transfer offset factor is operating vigorously. 
Unfortunately, the state units, except perhaps for Western Kentucky, 
are all too large to isolate in pure form the areas not covered by mapi 
union disputes. : 

It should be remembered that 1943 was the war yea: with the pro- 
longed controversy as to portal-to-portal pay. This controversy, while 
it turned out to be the basis for several interruptions in coal production, 
was of special importance since it involved the application of the Fair 
Labor Standards Act to all firms dealing in interstate coramerce. There- 
fore, it could not be strictly insulated either within U.M.W. influence or 
indeed within the coal industry taken alone." 


7 For details of the scope of the controversy see U. S. Congress, Senate Committee on 
Judiciary, Report of the Portal Bill, S. Rept. No. 37, 80tk Cong., Ist Sess, (1947). 
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The critical months of 1943 were June and November with 3 
million and 2.1 million dispute man-day losses respectively; but Apri 
May arid October also were months with over 300,000 man-day losse 
Examination of the state records reveals that in the major dispu: 
month June 1943, when output for all coal producing states was dow 
to 71 per cent, Western Kentucky and Illinois produced almost 90 pt 
cent of their volume for the corresponding montli of 1942. Virginia an 
West’ Virginia; with: smaller numbers of mines outside U.M.W. inflt 
ence, exceeded the national average for all:coal producing states onl 
slightly. The relatively greater volume during this critical month fc 
Western Kentucky and Illinois is the current-transfer offset factor. : 
_ work. Moreover, the figures also show the same force at work.in the le: 
critical month of November, when smaller. time losses contribute t 
reducing national oütput to 93.9 per cent, while Illinois and Wester 
Kentucky more than match the 1942 output level. 

. More striking than this blurred picture of the current-transfer offs 
iactor is the revelation of the power of the time-shift offset factor i 
1943: The U.M.W. 1941 two-year agreement, then in effect, was du 
to terminate March 31. This was not only common knowledge, bt 
there was clear warning, as early as February 10, that renewal we 
likely to be associated with some dispute since on that date norther 
and southern operators indicated unwillingness to accept U.M.W 
Policy Committee proposals. In testifying before the Truman Cori 
mittee on: March 26,.Mr. Lewis cited the Tennessee Coal and Iro 
Case to indicate thé new importance of the portal-to-portal pay issue. 
: Under such circumstances the time-shift offset factor came into pla 
Output in all'coal producing states in January 1943 was about con 
parable with that for 1942, but February and March showed shar 
increases in volume everywhere. In March 1943 national use: pr 
duction reached the enormous total of 55 million tons; a'figure neve 
reached for any other month in our entire eighteen-year record, exce 
: January 1947.? The dramatic appearance of the anticipatory tinx 
shift offset factor, therefore, is shown clearly. 

Further observation reveals also the appearance of the time- shift in ii 
retroactive form. While the U.M.W. agreement, due to expire Marc 
31, was not renewed on time, it was extended for thirty days on Pres 
dential request, and: a second failure to renew resulted in governmer 
seizure of the:mines d LA in id DRE and May, therefore, wer 


“BSee Proceedings - Thirty. Eighth Constitutional Cex. UMW. (Washingto: 
D.C., 1944), pp. 93, 95, 97, and 112.. 


? Because of heavy exports in the DoH WAS period, total output exceeded this figure ir in or 
month of 1946, four months of 1947 and two months of 1948. 
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months with no formal disputes, but sporadic walkouts brought 
350,000 and 680,000 man-day losses in these months respectively. Time 
losses of these dimensions were easily neutralized, and 1943 output was 
about equal to that for 1942 in both months. 

Apart from the strength of the offset factor already noticed, both in. 
the current-transfer form and the anticipatory time-shift before June, 
there were also clear signs of its retroactive form in the months follow- 
ing June. Save for October and November, all the remaining months of 
the year brought production to levels considerably above those for the 
preceding year. The remarkable feature of the year 1943 was not that 
there were five months, each with dispute losses of more than 300,000 
man-days; but rather that, in spite of about six per cent shrinkage in 
production workers, and 7.5 million annual dispute man-day losses com- 
pared with about 264,000 in 1942, the total output for the year was 
101.4 per cent of that for 1942. It is difficult to read such a record with- 
out feeling the power of the offset factor hoisting the coal cars to the 
tipple! 

- The other major dispute year of the war, 1945, presents a different 
pattern; for while the war did not close until late in that year, military 
industrial production began to fall early in the year. The. industrial 
production index which began at the same level as in 1944, sagged 
noticeably in April, and continued to do so throughout the rest of the 
year, It would be expected that such general industrial retrenchment 
would show itself in reduced coal output, which did prove to be the case. 

The coal output shrinkage of 1945 was evident during the entire 
year until the winter months of November and December, when pro- 
duction rose a little above that for 1944. This falling output meant a 
widening margin of unused capacity during a year when dispute time 
losses, although significant, were still not as large as in 1943. The time 
losses of April and May, 672,0CO and 347,000 man-days respectively, 
were scattered and associated with sporadic outbursts rather than 
general official stoppages. U.M.W. officials, recommending an extension 
of work for thirty days after the March 31 agreement termination date, 
seemed unable to muster 'enough disciplined support to prevent indi- 
vidual defections. 

Such individual defections in a period of sagging demand cannot have 
even a distributive impact on production. This impact must depend 
on the breadth of the dispute time loss. For if the margin of unused 
capacity is becoming wider, and numerous scattered mines are un- 
touched by the defections, these can easily absorb the unfilled orders of 
the mines that are closed. Herce the current-transfer offset factor: 
effectively prevents a broad dist-ibution of the shrinkage in total pro- 


t 
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duction requirements and forces concentration on those mines where 
the sporadic stoppages are occurring. With current-transfer having 
such power, the time-shift offset factor will hardly operate at all. 

Thus April production was well over 40 million tons and was 88 per 
cent of that for the same month in 1944. But since the operation of the 
current-transfer offset factor is spread widely under circumstances of 
such sporadic minor disputes, the results are not strikingly apparent in 
production records for individual localities. The output in the partially 

. organized centers shows only slightly better positions than in 1944. 


The Postwar. Reconversion Years—1946, 1947, and 1948 


The high correlation between the monthly production record and 
dispute time losses for these three years calls for some special attention. 
First, one needs to point out that both in terms of extent and duration 
the dispute time losses of this segment’ are of larger magnitude than 
for any other portion of the eighteen-year period. From this standpoint, 
no earlier year matched 1946, although the 1948 record was not far 
below. 

The significance of 1946 as’ the year of transition cannot be over- 
emphasized. While started in 1945, reconversion was far from complete 
' at the close of that year. The prolonged automobile dispute which began 
in November did not come to an end until March 13, 1946, and heavy 
industry was not back to full-scale operation until after the first quarter 
of 1946. This point becomes sharpened! with the detail that the April 
1946 index of industrial production (1935-1939 = tu) stood at 190 
as compared with 336 in April of the preceding year.” 

It is the magnitude of the 1946 disputes which has the most direct 
bearing on the operation of the current-transfer offset factor. Reference 
to the chart shows graphically that April 1946 comes closer to demon- 
strating the layman's view of the impact of disputes upón production 
than does any other portion of the eighteen-year record. Dispute time 
losses of 7.5 million man-days were recorded for April, and national 
use production fell to 1.6 million tons. In no other month had the 
bituminous coal industry come so close to a total shutdown. Moreover, 
curtailment of output seems to have been general, as I find no evidence 
of any shift in the relative importance of any of the large coal pro- 
ducing states. The current-transfer offset factor, if indeed it was not 
completely broken down, seems to have been sent to the shop for 
repair. . 

However, contrary ‘to the simple view that disputes have a direct 


^H. M. Douty: “Review of Basic American Labor Conditions,’ Labor in Post-War 
America (Brooklyn, 1949), p. 110. 
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impact on production commensurate with the amount of time lost, the 
current-transfer offset factor seemed to have made a quick recovery. 


` Recorded dispute time lost for the very next month of May was only 


slightly under (7.2 million man-days) that for April, but national use ' 
production came back to a level just under 19 million tons. Moreover, 
this rapid return to higher level output occurred with another shift in 
the relative importance of the different coal producing areas; this time 
it was. Ohio, Illinois, and West Virginia that seemed to share the 
honors of temporarily improved positions, 

Reduction in the power of the current-transfer offset by the large- 
scale, dispute losses in the early part of the year, however, was not the 
only feature of 1946 that.deserves emphasis. Long beiore the April 
disputes time losses set in, the work of the anticipatory feature of. the 
time-shift offset factor had come into evidence. Even while major 
disputes in the heavy industries were reducing the amounts of the then 
current coal requirements, the cutput of mined coal was rising sharply. 
National use production for the first’ three months of 1946 exceeded 
any other first quarter except for the year 1944; and even 1944 would 
have been subordinate to 1946 if the comparison were made on the ` 
basis of total production with the huge volume of exports included (see 
chart). Once this is observed, the theory of the offset factor in the 
form of time-shift becomes a rational explanation. 

Even with a strong anticipatory time-shift factor, however, the 
dispute time losses of 1946 were of such magnitude as to deplete sub- 
stantial accumulated reserve stocks. Hence the other feature of the 
time-shift also becomes of significance. Tf the larger-scale dispute time 
losses of April-May impaired output substantially and reGuced accumu- 
lated inventories, nevertheless the retroactive features of the time- 
shift offset also provided for a speedy revival. Total output for the 
summer months, June, July and August, exceeded that for any other 
year in the entire record, including the bumper year of 1944: Even 
with greatly expanded export ‘shipment, summer month output for | 
national use was still slightly above that for each of the two MPLS 
years,” 

2 From the shipper’s point of view the soy was told dramatically thus: “The brilliance 
which characterized the monthly shipments of bituminous coal from Lake Erie during 
Such parts of the season 1946 when the railroads and vessels were amply supplied with 
cargo coal can best be evaluated not through the accomplishments of the preceding season, 
but by comparison with the trade of 1$44 when splendid sailing conditions, precision of 
dispatch and a larger fleet of vessels conspired to bring about the all-time record move- 
ment of approximately 53 million tons. . . . Following the Sharp recovery to 612 million 
tons in June loadings, there ensued an unprecedented flood of coal from mines to lake 
front docks, thence by vessels to destination. During 123 days of shipping, July 1 to 
October 31, all former monthly records were broken, and total shipments of 31,758,621 


tons constituted 65.82 per cent of the entire season's soft coal shipments.” See Annual 
Rebort of the Lake Carriers Association. (Cleveland, 1946), p. 68. S 
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The records for 1947 and 1948 follow somewhat the same patterns 
as that of 1946 in attenuated form. Although both can be classified as 
major dispute years in accordance with our scale, neither of them came 
even close to matching the 1946 record. In both years, the major 
dispute months brought some mild shifting of state positions and were 
preceded by months of expanding total production. The July (6-14) 
dispute losses in 1948 require some special mention since these were 
confined to the “captive” mines. Partly because of their limited scope, 
but more particularly because of the specialized character of the pro- 
duction, we can find no sign of any area shifting that suggests the 
operation of the current-transfer offset factor at work. 


The POR Recon chon Slump—1 949-1950 


. The rising trend of coal production.of the nine years, 1933-1941, 
graphically presented, becomes a series of mountain peaks and inter- 
vening valleys formed by the seasonal variations, with dispute time 
losses seeming.to blend in with the seasons. The graphic pattern which 
suggests the mountain climbing course, leads to the long high plateau, 
which begins in 1942 and continues until 1949 with regularity not 
found in the earlier period. Indeed, it is almost correct to say that such 
irregularity as may be found in the post-1941 period is associated with 
the dispute time losses along with the anticipatory and retroactive 
compensation for their impact. But the graphic picture of the plateau 
changes with 1949, as if nature had cut a giant gorge into the land- 
‘scape. The steep descent of the first part of 1949, broken by the influ- 
ence of disputes time losses, comes to an end only late in the year, 
wheh the pinnacle of winter production has to be crossed before reach- 
ing the new plateau level of 1950 (see chart). This language like all 
impressionism, suggests but does not describe the actual course of the 
production record. 

‘The continuing slump through all of 1949, shown by the falling 
index of industrial production and by the rising volume of unemploy- 
ment, brought with it recession in coal orders.” Under such circum- 
stances only the distributive impact can be real, and the apparent 
detractive impact is bound to be spurious. Falling total industrial de- 
mand is certain to bring with it a decline in coal requirements. Under- 
standing of the. 1949 record requires a realization that the forces 


= During the last half of 1948 there were feeble suggestions that recession might be 
Zorthcoming. Even though the industrial production index and the volume of employment 
seemed to be maintained throughout the year, the average weekly working time in manu- 
facturing during the last half of 1948 was slightly under that prevailing for the first 
half. See Council of Economic Advisers, The Annual Economic Review (Washington, 
D.C., 1950), pp. 157, 169, and 170. 
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‘contributing to the decline in coal requirements preceded the major 
dispute time losses and were noi created by them. 

The year 1949 was not only special in that it was a year of recession, 
but also in that there were a number of weeks which involved officially 
directed union reductions in working time which were not classified as 
disputes losses. Thus the U.M.W.-ordered three-day week, which began 
the first week in July and extended through August and half of Sep- 
tember, was not counted as a labor dispute in the BLS series of disputes 
man-day losses, but the walkouts beginning September 19 in protest 
to the stoppage of Welfare and Retirement Fund payments, are in- 
cluded. Technically, the largest dispute man-day losses of the year were 
those associated with these walkouts, which continued until after a meet- 
ing of the U.M.W. policy committee resulted in ordering “the 305,000 
soft coal miners east of the Mississippi back to work until November 30, 
1949,” Failure to reach a new agreement in November brought another 
general order of a three-day week effective December 5, 1949, but 
signing of individual agreements with some mines shortly thereafter 
partially restored the five-day week basis of operation. Dispute time 
losses of substantial volume continued throughout January and Feb- 
ruary 1950, until a new National Bituminous Coal Agreement was gen- 
erally accepted on March 5.? Hence, under the special conditions of 
1949-1950, the ordinary dispute time losses associated directly with a 
failure to renew an operating agreement were supplemented with time 
losses growing out of officially approved reduced weekly work schedules. 
These supplementary time losses are important, not only for them- 
selves, but as illustrative of paints mentioned earlier in our analysis, 
i.e., that some dispute time losses represent merely another label for 
reduced operation which would have occurred for other reasons had 
there been no dispute. The official union orders of a three-day week 
are a more concrete manifestation of this without the formal pretense 
of dispute time loss. 

The policy, so far as U.M.W. was concerned, was openly stated. The 
official U.M.W. Journal reported: 

. divide the orders, share the work program is now a “must” in the soft 
coal industry. Since the soft coal industry on its own accord, cannot get to- 
gether and exhibit the business acumen necessary to protect its employees 
and the business and population of the mining communities, the duty of 


performing this public service devolves upon the only stabilizing force the 
industry has ever known, the U.M.W.A.?* 


‘Still earlier, in announcing the June 13-30 stoppage which was dassied 


= See U.M.W., Welfare and Retirement Fund: Four Year Summary and Chronology 
(Washington, D.C, 1951), pp. 31-43, hereafter cited: W. & R. Summary. 


“W. R. Summary, p. 33. 


H 
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as à dispute time loss by BLS, President Lewis of the U.M.W. called it: 


... & brief stabilizing period of inaction during which cessation of all min- 
ing will occur [and stated the reason for this move was that], magnificent 
production efforts so far this year have resulted in overproduction with 
consequent economic instabiiity among miners. This period of inaction 
will emphasize a lack of general stability in the industry and the dangers 
which will accrue therefrom if current harmful practices are not remedied. 
It will contribute constructively to the abatement of current economic 
demoralization; it will not adversely affect the public interest; it will help 
preserve property values in the industry; and it will help preserve the 
living standards of the mine workers, their dependents and the communi- 
ties which depend upon mine workers! incomes.?5 ' 


The view expressed by Mr. Lewis, if correct, may also be extended 
to other disputes time losses if equivalent working time reduction 
would take place in any case. It is not a view of the time losses of 1949 
that was uniformly accepted. Thus in a National Association of Manu- 
facturers’ monograph the disputes time losses of 1949-1950 are re- 
garded as having brought both workers and coal operators immediate 
serious losses and also as having created later secondary effects on 
other industries. Unfortunately for this argument, it becomes, a little 
difficult to accept after the admission is made that “Had it not been 
for the large accumulation of stocks of coal just prior to the beginning 
of the three-day work week, the coal stoppages of 1949-50 would have 
brought about an economic crisis."?? 

This admission, if our analysis has been correct, points to the crux 
of the problem for 1949-1950. The introduction of the three-day week, 
if extended universally throughout the industry, might have dispersed 
the force of shrinking demand but could hardly have created a detrac- 
tive impact on total output. Even in such partially organized pockets 
as Western Kentucky, the production for all months of 1949 tended 
to be distinctly under that for 1948, both in months when other areas 
were little affected by disputes, as well as when the three-day week. . 
was in force and large-scale disputes time losses were being sustained. ' 
In such a year the current-iransfer may exercise only a mild influence 
in neutralizing the distributive impact of disputes, and the time-shift 
offset factor is hardly operative at all. If the detractive impact is 


* Ibid., p. 32. : ; M 

? John G. Gebhart, The Economic Impact of an Industry Wide Strike: A Cese Study 
of the 1949-50 Coal Strike, Econ. Policy Div. Ser. No. 27 (New York, National As- 
sociation of Manufacturers, 1950), p. 10. Bernstein and Lovell in a retent article also 
seem, in this author's opinion, to misinterpret the 1949 disputes record. See Irving Bern- 
stein and Hugh Lovell, “Are Coal Strikes National Emergencies?" Ind. Lab. Rel. Rev., 
Apr. 1953, VI, 352-67. Since their article appeared after the present study. had been 
completed, it cannot here be given extended consideration. 
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i , 
spurious, total production tends to take a level which would have pre- 
` vailed even in the absence of the dispute. 


The Concealed Growth of the Strength of the O fse F, Factor 


One additional source of increasing strength in the offset factor sus 
be brought forth into full view. The rate of fall in our regression lines 
‘was considerably less for the major dispute year segments of the 1942- 
1950 period than for Segment C of the earlier nine years. This matter, 
neglected until other aspects were developed, must now be explained. 
The real meaning of these differences in the rates of fall per million 
man-days is that in spite of the larger magnitude of disputes of 1942- 
1950, their detractive impact was considerably weaker than that of 
disputes i in the earlier nine years. The most important reason for this is 
to be found in the enhanced power of the offset factor derived from 
the increased productivity per man-day. Some allowance has already 
been made for productivity charges. The segments used in calculation 
of our. correlation coefficients were not only designed to group major 
dispute years into roughly comparable business cycle units, but also 
to get substantial uniformity in the productivity rates for each seg- 
ment." However, no effort was made to adjust man- "day losses directly 
for variations in output per man-day. 

Compression requires many omissions, bu: the record lias been 
examined carefully state by state and year by year. Summarized, it 
shows that increased productivity per man-day since 1941 has’ been a 
product of two main forces: great expansion in use of mechanical ` 
loading equipment, and an enormous increase in surface mining. In 
1935, only 13 per cent of underground production was mechanically 
loaded, but by 1941 this figure had risen to 41 per cent. Advances dur- 
ing the 1940's were at a slower rate, but by 1950, 68 per cent of deep 
mined coal was being loaded by machine. 

"TAs computed by the Coal Economic Branch of the Bureau of. Mines the annual 


. Average tonnage productivity per man-day for each year of our segments was as follows: 
s A 1933 4.78 B 1036 462 C 2937 4.69 d 


. 1934 440 1938 4.89 1939 - 5.25 
! ' 1935 4.50 1940 5.19 ' 1941 520. " 
"D 1943 538 E 1942 512 F 1946 630 G. 1949 644 
1945 5.78 1944 5.67 1947 642 1950 : 6.77 
1948 626 


2 Charles James in a careful study concentrating principally on two Pennsylvania 
counties summarized the development thus: “Mechanical loading, which was of negligible 
importance before 1930, had risen in importance until, in 1948, roughly seven tons in 
ten produced underground were loaded wholly or partly by machine. 

“The reduction in man-day requirements per ton, which was brought about chiefly 
by the growth of mechanical loading, permitted operators to keep wage-cost per ton from 
increasing as sharply as it might have done if wage rates had risen and man-day require- 
ments had not been reduced.” Measuring Productivity in Coa! Mining, Research Rept. No. 
13, Industria] Research Dept., University of Pennsylvania (Philadelphia, 1952), p. 68. 
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Important as has been this increased efficiency underground the still 
more significant technological change, for this study, is the increase in 
the proportion of strip-mined coal, from approximately 10 per cent of 
total tonnage in 1940, to almost 25 per cent in. 1950. It is this shift 
which is the most significant single element. accounting for the increase 
in average annual productivity per man-day. For in a general way it 
_ may be said that production per man-day by the strip mining process is 
from two to four times as great as in underground mining if outputs 
from underground and strip mines are compared | in the same states 
where both mining methods are in use. 

It is not only the proportionate increase in strip mining that we Heid i 
to examine but the location of that increase. Although coal reserves are 
widely scattered, about 90 per cent of the total output comes from nine 
states east of the Mississippi. Among these are Illinois and Indiana, 
where strip mining got an early start. These two states were responsible 
for about 60 per cent of the total strip-mined tonnage in 1933 and have 
continued to place increasing reliance on this method of coal mining 
ever since. But while both have increased their own percentages of total 
state production from strip mines, the technological transformation ‘in 
which they once had the lead has been copied in other states. The 
transformation began slowly, ior as late:as 1941 Illinois and Indiana 
still accounted for.about 50 per cent of the.strip tonnage. But the 
. force of this technological transtormation like a great stream pushing 
from what seemed to be the headwaters in Illinois and Indiana wound 
its way into Ohio and Pennsylvania duting the ’thirties and then in the 
next decade meandered on into broader territory to include. Kentucky 
and West Virginia. Thus, in 1950, these six.states shared approximately 
85 per cent of the national strip tonnage in the following proportions: 
Illinois and Indiana, 23 per cent; Ohio and Pennsylvania, 40 per cent; 
Kentucky and West Virginia, about 22 per cent. A review of the shift- 
ing of State positions during major dispute periods shows that it was 
Illinois, Western Kentucky, Ohio, and West Virginia that most fre- 
quently. showed signs of temporarily improved positions. The fact that 
these too are areas in which there has been great new growth of strip 
mining since 1942, and that they are widely separated, has contributed 
to the strength of the current-transfer offset factor. For the high pro- 
ductivity of strip mining in these areas has increased their ability to 
neutralize the detractive impact of dispute time losses elsewhere, and 
their dispersed locations have madé their output available to widely - 
scattered consumers. This is one reason why the narrowing of the 
margin of unused capacity and the. broadening of the orbit of unionism 
that occurred before 1942, did not have their full effect in weakening 
the power of the current-transfer offset factor. 
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This regeneration of the current-transfer offset factor occurred be- 
cause a substantial portion of the new high productivity strip mining 
of the 1940’s was outside the area of the major disputes of that period. 
To avoid oversimplification it is necessary to observe that it is not true 
that all strip mining operations have been insulated from the major 
dispute. time losses of 1942-1950. Agreements of the U.M.W. have 
extended to all strip and underground mines of Indiana, as well as to 
strip and underground mines responsible for about 75 per cent of 
Tllinois production, and disputes associated with renewals have inter- 
rupted mining in these states. But some of the Illinois mines under 
agreements with P.M.W. are strip mines. Moreover, many of the strip 
mines of Ohio, Kentucky, and West Virginia have been completely in- 
sulated from disputes concerning renewal of national U.M.W. agree- 
ments.”® 

But the great contribution which the increased productivity of strip 
. mining has made is to the potency of the time-shift form of the offset 

factor. Here it has substantial influence throughout both unionized 
and unorganized areas. Tt is true, of course, that to the extent this in- 
creased productivity has appeared in areas directly affected by large 
disputes, it bas meant that a given number of man-day losses may 
immediately produce a larger potential shrinkage in tonnage than would 
have been the case if labor productivity had remained constant. Also, 
however, this increased productivity has augmented greatly both the 
anticipatory and retroactive features of the time-shift offset factor. 
Because of this, even with a somewhat smaller labor force, the coal 
mines were able to speedilv increase production before major dispute 
time losses were upon them, and return afterwards to higher levels of 
‘output more rapidly,?? in the nine years of 1942-1950 than in the earlier 
period reviewed. This is the real reason why the calculated rates of fall 


? Direct communication with the United Mine Workers on the significance of our 
state calculations resulted in the following statements: “We woule concede that your 
observations, which indicate a significant shift in relative tonnage production of different 
states during periods of wage disputes, are essentially correct. It is quite true that pro- 
duction is increased in non-union mines during work stoppages. ... In Ohio and Western 
Kentucky, there are some unorganized strip mines at the present time, but they do not 
produce any appreciable tonnage except during cessation of work by the United Mine 
Workers of America," Letter to the writer from U.M.W. official, dated. March 28, 1952. 

For special confirmation of this point the author is indebted to Professor Harline of 
the University of Utah, who writes: "I think that your point that the growth of strip 
mining has aided the time-shift offset factor is a good one. . . . The simple fact that 
(underground mines) have to clear the blested coal away before they can get in to make 
another cut . . . means that it is difficult to speed up the process or store coal under- 
ground, ... In contrast the strip operator can-uncover coal Tor blocks ahead and just let the 
coal sit there. His ability to do this is limited by the fact that over time the high walls 
tend to cave. . . . Nevertheless the environment is such that strip mining is still in a 
better position than underground.” Leiter dated February 5, 1953. 
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per million man-day, losses after 1952 were distinctly lower than shown 
by the figures for Segment C of 1933-1941. 


V. The Theory of the Offset Factor in Perspective and The 
Total Coal Production-Disputes Pattern of 1933-1950 


The theory of the offset factor furnishes us with a clearer under- 
standing of the impact of disputes time losses upon production than has 
been hitherto available. It gives precise indication of some important 
elements that must be examined in order to determine the full force 
of that impact, and so may furnish guidance for policy decisions. By 
first separating time losses occurring during periods of shrinking de- 
mand from those taking place when consumer demand requirements are 
either maintained or are expanding, the theory makes possible differ- 
entiation of the mere distributive impact of time losses from that which 
is really detractive. : 

Once the potentiality of a detractive impact has been identified, the 
different forms of the offset factor may then be examined. This leads 
to a recognition of the specific conditions that determine the current- 
transfer and those which make the offset factor take the form of time- 
shift. While the element of unused capacity is essential for the offset 
factor in both its forms, the power of current-transfer depends also 
upon the geographical area to which the dispute time loss may be 
confined and the degree of product substitution among the individual 
_ firms that make up the industry. But though unused capacity is equally 
essential, it is the duration of disputes that is of greatest supplemental 
importance in determining the power of the time-shift offset iactor. 
If current-transfer is powerful enough to neutralize the impact of dis- 
pute time losses completely, the time-shift form of the offset factor 
becomes unimportant. 

The applicability of the mer of the offset factor to any particular 
industry depends upon the extent to which these conditions are realized. 
The bituminous coal industry furnishes a case of close approximation 
to these essential conditions. Although the theory of the offset factor 
probably has much broader usefulness than merely to aid in measuring 
the impact of dispute time losses upon coal production, the possibility 
of wider application has still to be determined. However, even though 
the applicability of the theory should prove to be limited to the coal 
industry alone, its importance would still be substantial; for dispute 
time losses there-easily constitute more than a quarter of the working 
time lost through labor disputes in American industry as a whole. Even 
in ‘terms of its applicability to the coal industry, the theory of the offset 
factor at present merely opens a “little window” on the ground floor, 
poorly located and too small to furnish a complete view. Beyond our 
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‘present horizon lie the answers to important questions of the relation 
of dispute time losses to miners’ wage incomes, to technological changes 
and employment, to prices Zor coal, and to coal consumption levels. 
It will require a larger second-story window to bring these into view. 

However, looking at the eghteen-year production-dispute record of 
the bituminous coal industry from the vantage point of our ground- 
floor window we have observed a systematic pattern. There was clear 
evidence that prior to 1937 -he impact of dispute time losses on pro- 
duction was easily neutralized by the offset factor. in. the form of 
current-transfer, and minor disputes of these years had no noticeable 
effect. For the later Segment C cf our first nine-year. period the power 
of current-transfer was reduced; but nevertheless, in combination with 
time-shift, it was strong enoigh to facilitate the. continuous upward 
expansion in coal production. 

The reduced power of the offset factor in its careia iaia 
manifested itself in the muca higher correlation coefficients between 
production and disputes time losses in the years following 1941. How- 
ever, the reduction in the power of current-transfer was not as great as 
these figures suggest. The imoossibility of separating the production- 
dispute record of.the "captive" mines from that for the commercial 
mines tended to magnify the apparent extent.of unionism. Hence, the 
area outside the scope of disputes in the commercial branch of the 
industry has always been a litile larger than appears at first sight. Also 
great increases in productivity from strip mining, a part of which took 
place outside the area of major disputes, enhanced the power of current- 
transfer above that suggested by the calculated figures. 

At least some of the large dispute time:losses of the 1942-1950 period 
had no potentially detractive -mpact upon current coal production at 
all. This was somewhat true for the time losses of 1945 and certainly 
for those of 1949, Even the cistributive impact of disputes of these 
.years was probably greatly dilited by the regenerated strength which 
current-transfer derived from <he growth of SUD mining outside the 
area of disputes. _ 

It was, however, the great pcwer of the offset factor in its time- e-shiit 
form which made possible the substantial mitigation of the. detractive 
impact of disputes upon production during 1942-1950. This power 
grew stronger as current-transfer became more restricted. The potency 
of time-shift derived largely from the enormous capacity of the coal 
industry itself was further aigmented by increased productivity, 
partly. associated with improved technology’ underground, but more 
especially with the rapid development of strip mining. The net effect 
of the operation of the offset fector in both its forms was to: make it 

possible for U.S. coal production to reach levels considerably above 
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those for earlier years, even while the amount of dispute time losses 

also was passing above the highest recorded magnitudes. So great was 

the output volume that it is extremely doubtful whether, taking the 

period as a whiole, it would have been enhanced at all had there been 

no dispute time losses whatever. Certainly the claim that dispute time 

losses in the coal industry produce some kind of an equivalent fall in 
_ output simply is not true. 

But the impact of disputes on coal production probably is not to be 
considered analogous to “a widow's cruse in a danaid jar.” Rather the 
great productive capacity of the industry, even when confronted with 
large dispute time losses, makes it resemble the character of Ovid’s 
miraculous pitcher which Philemon and Baucis found "retained its 
marvelous quality of bene never empty when it was desirable to have 
it ful? —— 


THE BURDEN DF SOVIET TAXATION 
| By EF D. HOLZMAN* 


The principal task faced by Soviet tax authorities is absorption of 
excess consumer (household) purchasing power generated by the 
` very high rate of non consumption’ expenditures normally undertaken 
by. the state. The position of zhe household is particularly central in 
the Soviet economy because it comprises, with minor. exceptions, the 
entirety of the private sector; „ince private industry has been virtually 
nonexistent in the U.S.S.R. fo: many years, the burden of the state's 
economic activities must be bc-ne primarily by the household. In this 
- paper an index is presented -of changes in the magnitude of this 
"burden" from 1925/26 until 1950, excluding the war years. Two 
.time series are constructed: ^1) consumer money income and (2) 
taxation (in money) of the ccasumer; the ratio of (2) to (1) is the 
average rate of taxation.* 

The average rate of taxaticn is one measure of the "burden" of 
money taxation; this is the definition used by Shirras and Rostas in 
their study of British taxatim.’? This is the simplest quantitative 
formulation of the “burden” ard is deficient in several respects. First, 
the extent of the “burden” depends in part on the nature of the public 
expenditures the taxes are des gned to finance. Taxes to finance pro- 
grams of social security, education, and garbage collection may consti- 
tute less of a burden than those used to finance defense, foreign as- 
sistance, or long-term investmeat programs, since the benefits received 


* The author, assistant professor of economics at the University of Washington, made 
this study during the tenure of a fellowship at the Russian Research Center, Harvard 
University; the assistance of that org-nization is gratefully acknowledged. He is also 
indebted to Professor Alexander Gersckenkron, Raymond P. Powell, and Dr. Gregory 
Grossman for many helpful comments, This paper is part of a larger study of the Soviet 
tax system which is to be published by ~he Harvard University Press in 1954. 

*Nonconsumption is defined here to include all economic activities from which the 

. household receives money income (incltding transfer payments) but which do not result 
in output of goods or services for whicl the household can spend its inceme. It includes, 
for example, expenditures on investmen. in fixed and working capital, military expendi- 
tures, state expenditures on health and edacation, etc. 

It should be noted that we includ= neither income in kind nor taxation in kind 
explicitly in our series because these carnot be estimated for the period in question with 
any degree of success (cf. fn. 24). 


? G. F. Shirras and L. Rostas, Tie Piden of British Taxation (New York, 1943), p. 1. 
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from the former are more immediately perceivable by the taxpayer and 
to a greater extent may substitute for his own expenditure. Secondly, 
the psychological impact of a tax depends to a large extent on the form 
in which the tax is levied; a commodity tax is probably less burden- 
some than an income tax;* and a loan, even though it may never be 
repaid, may be less burdensome than either of the other two because 
.of the expectation that it may be repaid. Thirdly, the psychological 
impact of the burden of taxation as we have defined it would depend 
not only on the average rate of money taxation, but also on the marginal 
rates and on the absolute levels of income and taxation in real terms. : 
That is to say, a nation with a high per capita real income would 
probably find it less burdensome to pay 20 per cent of its income in the 
form of taxes than a nation with a low per capita real income. These 
are but a few of the many factors, economic and institutional, which 
would cause a divergence between the true psychological burden of 
taxation and the monetary burden which we will attempt to estimate. 


I. General Methodological Approach 
Measurement of Consumer Money Income 


Two independent methods of measuring consumer money income 
are available to the research worker. The first, and most direct ap- 
preach, is to add up all sources of income paid out to households over 
the course of a year. The second approach is to total up household 
expenditures including changes in savings. Theoretically these two 
methods should give identical results and a choice made between them 
should be on grounds of statistical convenience.° 

Consumer money income will be estimated here from household ex- 
penditures. In general it appears more feasible to use this approach, in 
preference to the income approach, for an extended series of estimates? 
although for certain specific years this may not be the case. The princi- 


“Cf. F. D. Holzman “Commodity and Income Taxation in the Soviet Union," Jour. 
Pol. Econ., Oct. 1950, LVIII, 425-33. 

* American economists who have worked on Soviet national income have used both 
of these approaches. Baran built up his estimates for 1940 for the household from the 
income side (Paul Baran, "National Income and Product of the U.S.S.R. in 1940," Rev. 
Econ. Stat., Nov. 1947, XXIX, no. 4); Bergson worked basically from the outlay side 
in making his estimates for 1937 (Abram Bergson, “Soviet National Income and Product 
in 1937,” (Quart. Jour. Econ., May and August 1950, LXIV, nos. 2, 3); N. Margolin, a 
Soviet economist, constructs hypothetical estimates of both income and expenditure and 
discusses, extensively, the methodological problems (N. S. Margolin, Vopresy balansa 
denezhnykh dokhodov i raskhody naseleniia [Problems of the Balance of Receipts and 
Expenditures of the Population] Moscow, 1940). Although Margolin's estimates are not 
designated as representing any particular year, they are quite close to figures for 1935. 

"Gregory Grossman first suggested to me the feasibility of the expenditure approach. 


550 ' . THE AMERICAN ECONOMIC REVIEW , 


pal stumbling block to the income approach is ambiguity in Soviet data 
on the total payroll or wagebill of workers and salaried employees." 
Since the payroll is the largest s:ngle receipts item and constitutes about 
two-thirds of consumer money income, serious doubts ‘would immedi- 
ately be cast on any income -ime series based on payroll statistics 
which did not first explain the observed ambiguities in.its magnitude. 
Retail trade turnover, on the ot3er hand, the largest single expenditure 
item, is unambiguously available for every prewar year with the ex- 
ception of 1931. With regard to other receipts and expenditure cate- 
-gories, the difficulties seem to be about equally distributed; the advan- 
tage therefore remains with the expenditure approach. 

Consumer expenditure categories are considered in greater’ detail 
below. The general problems i in measuring taxation of the consumer 
will now be considered. 


Defining Taxation of the H ousehold 


The approach used in constiucting our principal series of money 
taxes on the consumer (Series I to III below) is unorthodox in terms 
of conventional notions of taxation in capitalist countries; supple- 
mentary series (IV to VI) based on more conventional definitions are 
presented later (Section V). ' 

The unorthodoxy of the present definition stems from tlie following 
assumptions: 

1. The incidence of all indirect taxes included i in the price of all 
consumers’ goods is on the household. This applies to the turnover 
tax (a sales tax) and to the social insurance markup (a payroll tax). 
_ 2. Not only the profits tax paic by state enterprises, but the retained 

profits of these organizations as well, are considered to be taxes on the 
consumer. Income taxes paid by tae collective farms and other coopera- 
tives are treated similarly. db 

3. The purchase of government bonds by the population is con- 
sidered to be a form of taxation.. 

'The first two assumptions are based on the fact, mentioned shove) 
that in the U.S.S.R. there are cnly two economic sectors, the state 
and the househald; a private indwstrial (agricultural) sector of conse- 
quence no longer exists. Therefoze, all taxes included in the price of 
consumers’ goods sold are necessazily paid by the consumer and cannot 
be shifted backward.’ Retained profits of state enterprises are no differ- 

‘For discussion of this problem see: Æ. Bergson, “A Prodlem in Soviet Statistics,” 


Rev. Econ. Stat, Nov. 1947, XXIX, 234-12; and M. Dóbb'znd H. Schwartz, “Further . 
Appraisals of Russian Economic Statistics,’ " did, Feb. 1948, XXX, 34-42, ; 


5'This is true in an ex post sense: all taxes actually paid to the state are paid by the 
household since there is no other sector to pay them, że. the taxes cannot be shifted 
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ent from proñts taxes from the point of view of the consumer: both are 
markups over explicit costs of production; both constitute financial 
counterparts to state investment. Thesé two assumptions amount to 
including in the category, taxes on the household, the total receipts of 
state enterprises minus their explicit commercial costs. Explicit com- 
mercial costs. of Soviet enterprises typically consist. of payments for' 
labor, raw materials and intermediate products, depreciation, and inter- 
est on short-term loans. The following real costs of production are 
excluded: the return to capital (since the bulk of Soviet investment is 
financed by interest-free grants from the budget), rent,’ depletion costs, 
and depreciation "which is typically understated as an explicit cost.'? 

Taxes, as we have defined them implicitly. include, therefore, the 
above elements of factor cost: Our definition of indirect tax would be 
conceptually much more satisfactory if it were possible to deduct the 
above-mentioned implicit costs. from the Soviet markup over commer- 
cial cost thereby separating more accurately the factor.cost and tax 
elements in price: This would be difficult to do with any degree of 
authority since no: method has been devised for approximating the 
value of any of these charges. Baran has assumed thàt the retained 
profits of state enterprise represent return to capital; Bergson has 
assumed that-the turnover tax is the only commodity tax and that the 
remaining markup represents the above-mentioned implicit costs of pro-' 
duction.? These methods are rejected here because the various ele-: 
ments constituting the markup are arbitrary in size and, in some cases 
(e.g., retained profits and profits tax) tend to vary in a nonsystematic 
manner from year to year. ? The method adopted here provides more 
consistent results over time. Furthermore, there is not much evidence 
to indicate that retained profits and other unorthodox tax categories 
beat a functional relationship to the real econotnic categories they have 
been taken to represent. Finally, while the costs of capital, deprecia- 





backward to private individual recipients of profits income. Ex ante, the state may 
attempt:to levy higher taxes on commodities than the household is willing to pay in which 
case the amount of taxes collected will be less than plan; in effect, the consumer will 
have shifted the taxés backward to the state. However since we deal with actual tax 
collections, the ex post concept is the relevant one-for our purposes. 

°C}. Holzman, of. cit., pp. 430-31. 

? Bergson, “Soviet National Income and Product,” p. 415. "Understatement is due to 
calculating depréciation in terms of original cost with no upward adjustmenz for the 
effect of inflation on replacement cost; and to the fact that the Soviets typically over- 
estimate thé life of their fixed assets. : 

* Baran, op. cit., p. 230. 

” Bergson, “Soviet National Income and Product, ” p. 434, 

2 Cf. Table II for profits figures. 
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tion (part), depletion, and reat may constitute a moderate share of 
the total of factor costs in the consumers' goods industries, they can 
be no more than a very small fraction of the total of indirect taxes'* 
and even a smaller part of totzl taxes, and do not substantially affect 
our estimates. 

Our assumption that the as of government bonds by the 
public is a tax is based on the f4llowing characteristics attending Soviet 
bond sales. First, purchases are at best, quasi-compulsory; very strong 
pressures are brought to bear on the population to invest from.two 
to four weeks income per yea- in government bonds, an abnormally 
large amount in view of the low standard of living of the population. 
Second, by the so-called conversions of 1930, 1936, 1938, and Decem- 
ber 14, 1947, the Soviet autho-ities arbitrarily lowered interest rates, 
extended maturity dates, and reduced the principal value of outstand- 
ing Soviet bonds (by 24) so that the public has, until now, recovered 
only a very small fraction of its investment—and this amount has been 
seriously depreciated by greatly increased commodity price levels. Eco- 
nomically, sales of Soviet bond: fall somewhere between being a form 
of taxation and a truly voluntar= sale of bonds; in my opinion they have 
` been, until now, more accurately classified as taxes.** 

These assumptions underlie -he first three estimates of the burden 
of taxation. The estimates may therefore be considered somewhat on 
the high side. For those who prefer less stringent assumptions, a second 
trio of estimates have been orepared utilizing more conventional 
notions of taxation (Section V). 


Measurement of Taxation of Heusehold 


Although on the surface it appears quite simple to construct a time 
series of taxes on the consume- because Soviet budgetary data have 
been relatively*accessible, the deta are quite imperfect for our purposes. 

The first problem arises because the cost of the consumer bill of 
goods is distorted by: subsidies to cover losses in the production of 
consumers’ goods (as well as in zhe production of producers’ goods and 
raw materials which are subs-quently used to produce consumers’ 


^ Hodgman says: "Although it is theccetically desirable to include entrepreneurial-type 
profits, rent, interest, and the wage elements included in ‘other money outlays’ in value- 
added by a given industry, . . . the omission of these . . . elements . . . is judged to have 
no significant effect . . . since (they) . . . are small relative to salaries and wages and 
payroll taxes." (Donald R. Hodgman, tA New Production*Index for Soviet Industry," 
Rev. Econ. Stat., Nov. 1950, X XXII, 335). 5 : 

% This position is defended at greater lergth in my forthcoming book. Cf. also: Carl 
Shoup, “Forced Loans,” Curbing Infation through Taxation (New York, 1944), 
pp. 127 ff. Professor Shoup discusses wys of separating out the tax element in forced 
nans. 
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goods). The major case in point is the machine tractor station complex 
(MTS). | 

The receipts of the MTS valued at the low obligatory delivery prices 
have typically amounted to less than 25 per cent of their expenditures 
thereby involving a monetary subsidy from the state. In addition, part 
of the regular operating subsidies paid to enterprises by the state lower 
the cost of consumers! goods either directly or indirectly. It may be 
contended that it is incorrect to designate as a levy on the consumer 
a tax which finances a subsidy on consumers’ goods; since the tax 
simply substitutes for the true cost of the commodity. If this argu- 
ment were accepted, consumers’ goods subsidies would have to be 

subtracted from taxes collected from the consumer. 
^ On the other hand, it may be contended that to the extent that con- . 
sumers’ goods are subsidized they take on the character of govern- 
ment services—become part of the nonconsumption expenditures of 
the state as we have' defined them—and must be treated in the same 
manner. In this case, the subsidies would constitute a legitimate part 
of the tax burden as we have defined it. There would seem to be two 
significant differences, however, between services typically under- 
written by the state and the subsidies under discussion. 

First, the consumers! goods products which benefit from subsidies 
are commodities which are generally purchased at market price by con- 
' sumers and are rarely offered to the population free of charge, whereas 

. it is not uncommon for some social services to be distributed free of 
charge. Second, the subsidies on consumers! commodities are not the 
result of Soviet social policy but are rather a by-product of (1) the 
peculiar accounting relationship between the state and the MTS and, 
(2) an economic policy designed to achieve cost-price stability. For 
these reasons subsidies on consumers’ goods will not be considered part 
of the tax burden.” 

No adjustment is required for subsidies to producers? goods in- 
` dustries. The total cost of producers’ goods should be included in the 

value of nonconsumption. To the extent that subsidies to producers' 
goods industries undervalue such output, the cost of nonconsumption 
is undervalued. Since the sum of the subsidized cost of producers’ goods 
plus the subsidies is equal to the full cost of output, the tax on the 
5 For example, suppose that a loaf of bread originally sold by the state for two rubles 
received a one ruble subsidy which was paid for by the consumer in the form of a 


turnover tax. The consumer would still be paying two rubles for the bread but one ruble 
"would be.in the form of a tax and one ruble would be the subsidized cost. 

* One further argument should be noted. It. could be claimed that the MTS are not, in 
fact, subsidized, but that the monetary subsidy i is simply a result of undervaluing, by the 
use of obligatory delivery prices, the receipts in kind of the MTS. Unfortunately, we de 
not know the precise extent of the undervaluation. The reader persuaded by this argument 
can ignore the subsidy adjustment attempted below, 
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consumer. should include payments required to finance both of these 
categories of state expenditure. 

In the statistical study preserted below, no adjustment for subsidies 
to consumers’ goods industries has been made in the principal series 
presented (Series I and II) because the data are not available. For a ` 
limited number of years an attempt is made, however, tó show the 
effect on the tax burden of adjusting for such subsidies (Series III). 

The second major imperfection in our data exists because a small 
` percentage of the major indirect taxes which appear in the Soviet 
budget do not fall on the consumer but are levied on präducers’ goods 
and to some extent on consumers! goods which are not purchased by 
the population.*™ These can in no sense be considered a burden on the 
consumer but constitute simply a bookkeeping transaction within the 
‘state sector. It is impossible to séparate out precisely these two cate- 
gories of indirect taxes. Never:heless there is enoügh information to 
make some reasonable estimates aiter 1931, and this is done. 

A further problem is created by the Soviet practice of collecting 
the turnover tax largely at the wholesale level, i.e., before the commodi- 
ties are bought by the household. If, for example; inventories on which 
the turnover tax is'paid, are ircreasing (decreasing), the rate of tax 
on the household would be overstated (understated). No attempt is 
made here to correct for the lag between receipt i of tax by E banget ; 
and payment by the population. 


IL. Some Specific Problems and Assumptions in Measuring 
Income and Taxation 


In addition to the general me-hodological problems dea above, 
many specific problems arose ia constructing the estimates presented 
below, some due to absence of data and others to imperfections in the 
data. These will now be consid2red. Details of the computations and 
sources of data are presented in en appendix to the paper.” 

Consumer Outlay Categories — ; 

A. Retail trade turnover: Retail ‘ale turnover is the lagos cate- 
gory of consumer outlay. It includes all commodities valued at market 
. price which are sold by state and cooperative retail stores and on the 

collective farm market. Data are available for the whole prewar period 
. under consideration (1925/6-1C40). No data are available, however, - 
for 1948-50. The estimates for these years were complicated and are 
presented in the appendix. l l s 
12 For example, the profits and turnove- taxes on commodities purchased by the Ministry 
of Armed Forces. . 


15 Available upon request from the Russian Research Center, Harvard University, Cám- 
bridge. Massachusetts. 
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The data have to be adjusted for the fact that not all of retail trade 
sales are to consumers. Bergson (quoting Margolin) points out that 
11.5 per cent of state and cooperative store turnover and 10 per cent 
of collective farm market turnover constitute sales to institutions 
rather than to the household.” The official figures for retail trade turn- 
over are therefore reduced by 11 per cent for all years under considera- 
tion. This assumption seems to be in accord with independent data 
published.for the period 1925-30; it.is not known. whether the per- 
centage of institutional trade in the retail trade turnover has changed 
in the postwar period. 

B. Consumer services: Consumers. make substantial pitas for 
services such as rent, utilities, passenger: transportation, amusements, 
etc. Bergson (ibid.), quoting Margolin, indicates that in 1934 and 
1938, consumer outlays for services amounted to slightly more than 12 
per cent of their outlays for goods. Independent data for 1925-30 give 
the same percentage. ‘This percentage is assumed valid for the postwar 
period also, although there is no evden’: to either suppost or refute 
the assumption. 

C. Purchases of — Honda: For most years it was possible to 
obtain directly figures for sales of bonds to the public. For some years, 
however, only.the total increase in the national debt was available. This 
includes, in addition, investment of the free reserves of the savings 
banks, surplus funds of the state insurance organization (GosstrakA), 
and other minor investors. Since the percentage shares of these different 
investors in new issues has been fairly constant over time, the pur- 
chases by the population can be estimated, without large error, for 
those years in which only the total loan. figures are available. 

D. Trade union.and other dues: Bergson” estimates that expendi- 
tures by the population on dues in 1935 were 1 per cent of the total 
. wage bill. Since wage bill data are available for the prewar period, the 
1 per cent relationship is used to estimate a figure for dues for each 
year from 1925 to 1940. Wage bill figures are not available for the 
postwar period. Social insurance collections, which are:a function of 
. the wage bill, are available for all years, however, and are used to 
estimate trade union and other dues for 1948-50. In 1940, trade union 
and other dues were 18.8 per cent of the social insurance collection; 
this ratio is applied to 1948-50. The correctness of the estimate depends 
on the assumptions (1) that the ratio of trade union and other dues 
continued to be 1 per cent of the wage bill in the postwar period and 
(2) that social insurartce receipts were a constant percentage of the 


? Bergson, “Soviet National Income and Product,” Appendix, p. 9. 
n Ibid., p. 10. 
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wage bill from 1940-50. Bch of these assumptions appear to be 
reasonable; in any case the -tem is so small that even a large error 
would have virtually no effect cn the results. 

E. Purchase of shares in cooperatives: Data for this item are not 
available after 1930. Since it & small, extrapolation was not attempted 
and figures are omitted after 1°30. 

F. Taxes: Direct taxes on the population are a form of consumer 
outlay and must be included. ia our total consumer expenditure figure. 
Indirect taxes paid by the pooulation are included implicitly as part 
of the retail trade turnover. 

G. Deposits in savings banls: The household deposits a small part 
‘of its net income each year im savings banks. The increase in savings 
bank deposits over the year -epresents another form of income dis- 
posal by the household. Date on savings deposits are available for 
the entire period under considezation. 

. H. Cash holdings: If consamer outlay is not equal to consumer 
income, the difference is reflected in a change in the amount of cash 
held by the household. Therefcre in order to estimate consumer income 
from the outlay side, it is necessary to add the change in cash balances 
held by the population to consamer outlay. This is equivalent to look- 
ing upon the change in cash balances as another way of disposing of 
income. ` 

Consumer money income is assumed to have been increased (de- 
creased) each year by the increment (decrement) to currency in cir- 
culation. The assumption is made that the entire increment to currency 
in circulation is held by the population." Changes in the amount of 

. currency in circulation are avzilable for all years through 1937, and 
for 1940. For these years chaages in currency in circulation are ob- 
served to have been correlated with changes in the average wage rate, 
_the national wage bill (payroll), and the value of retail trade turnover. 
Using these relationships, estimates were made for 1937-1939 as well 
as ior 1948-1950 (where our sstimates of the value of retail trade 
turnover alone served as a rougk guide).: 


Taxation of the Consumer 


Estimates of consumer taxat.on are fairly straightforward with the 
exception of the two adjustmerts mentioned above, viz., (a) to allow 
for indirect taxes which do not all on the consumer and (b) to deduct 
subsidies on consumers! goods rom total taxes on the consumer. The 

*t This is a reasonable assumption. Enterprises and organizations hold virtually no cash in 
their tills with the exception of paydays when the local branch of the state bank supplies 
enough cash to meet the payroll. Cash received by enterprises from sales to the population 


is deposited with little delay in the bank. Almost all inter-enterprise transactions are 
financed by bank account transfers rather -han in cash. 
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general methods used will be describes briefly below. Details are con- 
tained in the appendix. 

A. Turnover tax and proñts: For the period 1935- 41, turnover tax 
receipts and ‘profits are broken down, in Soviet sources, by branch of 
industry and commissariat. These data are used to make rough esti- 
mates of the percentages originating in consumers’ and producers’ 
goods for these years. The results are extrapolated for years in which 
data are unavailable. — 

B. Social insurance and other indirect taxes: The breakdown of the 
social insurance markup by consumers’ and producers’ goods industries .. 
is based on Bergson’s estimates for 1937.?* The same relationship is 
used for other indirect taxes. This is an extremely crude expedient but 
no better method could be found. 

Other indirect taxes include such items as customs receipts, tax on 
services, tax on cooperatives, local taxes on industry, and state income 
from timberlands. Detailed figures for each item are not available for 
all years; however since total other indirect taxes remained a fairly con- 
stant percentage (3 per cent) of budget income in the years for which 
the data are complete, this ratio was used to fill in the gaps. 

C. Subsidy adjustments: Subsidies are subdivided into MTS subsi- 
dies and subsidies granted directly to enterprises operating at a loss. 

The MTS subsidy for 1938-40 can be estimated directly from official 
data; estimates for 1937, and 1948 to 1950 were based on 1938-40 re- 
lationship and other scattered information (see appendix). 

Direct subsidies to industry are derived as a residual figure. From 
Soviet sources it is known that the budget expenditure category “fi- 
nancing the national economy” includes the following expenditures: 
investment in fixed capital, investment in working capital, gross ex- 
penditures on the MTS, “operating” expenditures,” and subsidies. 
Estimates for the first three of these categories and for the total 
(financing the national economy) are available for the nonwar years ` 
since 1937. A residual comprising subsidies and operating expenditures. 
can therefore be estimated. As operating expenditures are generally 
considered to be small. it is assumed that the entire residual is subsidies. 

Most MTS activity is Gevoted to the production of food and in- 
dustrial crops eventually purchased by the household. Therefore in 
making the deduction from taxes, it is assumed that two-thirds of the 
MTS subsidy applies to commodities purchased by the consumer; this 
. amount is deducted. 


* Bergson, "Soviet National Income and Product,” Appendix; p. 11. 
= Operating expenditures (operaisionnye raskhody) are expenditures on training ont: 


ers, scientific research, and other projects administered by enterprises but not part of the 
normal operating expenses of production. 
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Soviet literature clearly indicates that the bulk of the general 
operating subsidies applies to nonconsumers’ goods products. However; 
‘since subsidies to the coal industry and other raw materials and pro- 
ducers’ goods affect the cost of consumers’ goods, these should be taken 
into account. Accordingly, it is assumed that 20 per cent of general 
subsidies affect consumers’ goods costs and are deducted from taxes. 
Not too much faith is placed in these adjustments and they are not 
included in our main series; crude as they are, however, the results 
achieved are not without interest. 


F urther € mm i 


Soviet budget data are originally presented in plan form for the 
current year; in the subsequent year preliminary éstimates of the 
actual results are published; another year later the final results are 
published. This is also true of most other financial magnitudes. As far 
as possible final and preliminary estimates were used; in many cases, 
however, planned figures were the only ones available and these were 
used. No distinction will be made between the preliminary and final 
estimates since they. rarely differ by more than a fraction of one per 
cent; planned figures will be so desigriated (in Be statistical appendix) 
and must be accepted with reservations. 


TII. Statistical Results: “Burden” of Taxation 


Estimates of consumer money. income (dv outlay) for the periods 
1925/6-40, and 1948-50, are presented in Table I. Suficiently reliable 
data were not available for the period 1941-47. The estimate for 1931 
. probably understates consumer income by 15-20 per cent because of 
the huge illegal trade which occurred in this year and which is not 
reported in the retail turnover figure. 

Three series of estimates of consumer taxes are presented in Table 
IL Series I, which covers the entire period from 1925/6-1940, and 
1948-50 is unadjusted for (1) the turnover tax, profits, and other in- 
direct tax data presented in the budget which are not paid by the con- 
sumer and (2) subsidies on consumers’ goods. This series consequently 
overstates taxation of the consumer. Series II is adjusted for the taxes 
not paid by the consumer; the adjustment is not attempted for the 
period 1925/6-1929/30. Series III attempts an adjustment for subsi- 
dies to consumers’ goods industries for the years after 1937. These 
latter two series, and particularly Series III, give a much closer ap- 
proximation than Series I to the actual average rate of money taxation 
of the consumer; on the other hand, Series I enables us to observe the 
dynamics of tax policy in the New Economic Policy and First Five 
Year Plan periods. 
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Dividing each of the three taxztion series by consumer income gives 
estimates of the average rate.of money taxation. These are presented 
in Table IH. 

In the succeeding discussion o: these ratios, the reader is cautioned 
to keep in mind that: 

(a) Series I is not an actual rate of taxation but rather an index of 
the movement in the rate of taxetion over time. Series II and III are 
better approximations of the actual rates of money taxation. 

(b) These series do not include income in kind but do include part 
of taxation in kind. This leads to some overstatement of the average 
rate of taxation.” 

(c) Many of the estimates upon which these series are based are 
crude. 


IV. Burden of Taxaticn: The United States and 
Soviet Union Compared 


The sheer size of the Soviet tax burden is the most striking result of 
the calculations summarized in Table III. That more than half, at 
times almost two-thirds, of personal income, should return to the state 
in the form of taxes is indeed revealing with regard to the importance 
of state activities in the Soviet economy. A perspective on the signifi- 
cance of the Soviet rate of taxaticn can be gained by comparing it with 


* Taxation in kind takes the form of compulsory deliveries to state and cooperative 
procurement agencies by collective farms and individual farmers of a specified part of 
their crops at very low prices. These prices are a fraction of the retail prize at which the 
state resells the same commodities to consumers and do not even cover cost of production. 
When the state resells these commodities, the difference between the ccst to the state 
(procurement price plus the costs of processing and distribution) and retail price is 
usually siphoned into the state budget iu the form of turnover tax. The portion of the 
turnover tax which is collected by virtue cf a procurement price below cost of production 
is the monetary equivalent of part of the tax in kind. Another part of the tax in kind is, 
of course, invested directly by the state amd is not reflected ir the money tax statistics. 

Bergson estimates consumption of farm income in kind to have amounted to 30 billion 
rubles in 1937 ("Soviet National Income and Product," p. 214). My own estimate for the 
tax in kind on grains in 1937 is 15 per ceat; if this figure is assumed to be representative 
of all agricultural commodities in 1937, income in kind before tax is estimated to have 
been about 35 billion rubles. To this must be added 2.5 billion rubles in army subsistence 
(bid.). Thus total household income, ircluding income in kind, is 37.5 billion rubles 
greater than our estimate of consumer money income (Table I), or 193 billion rubles. 
Taxes as computed in Table II are 43 per cent of total household income. However, as 
we noted above, taxes must also be increzsed to take into account that part of the tax in 
kind not reflected in the turnover tax. This would probably increase the average rate of 
tax by 3 or 4 points. Thus, for 1937, owr estimate (Table III) of the average rate of 
taxation is probably 6 or 7 points higher than the true rate oé taxation (in money and 
in kind). The adjustment for most other years would not be so great: because of the 
excellent harvest in 1937, the tax in kind was exceptionally small (discussed in Ch. 7 of my 
forthcoming book). 
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the rate of taxation in some western nation, and this will be attempted 
below. $ 


TABLE ITI.—AVERAGE RATE OF MONEY TAXATION 1925/61950 


(Per. Cent of Consumer Income) 











1925/6 | 1926/7 | 1927/8 | 1928/9 1929/30 1931 1932 1933 | .1934 

















36.0 41.1 44.2 48.7 63.9 | (72.2) | 63.4 68.7 68.1 
: (57.2) | 51.0 55.9 55.8 


Hu 

















1935 1936 1937 1938 1939 1940 1948 1949 1950 











I| 70.9 74.0 71.3 65.7 71.0 72.2 79.8 78.2 
Tj 60.1 60.1 57.2 54.4 59:1 60.0 68.9 67.6 60.0 
I 53.1 50.6 54.9 56.6 | 64.6 63.9 














Sources: Derived from Tables I and II. 


Because of the institutional differences between the Soviet Union and 
capitalist nations many consumer outlays which would not be included 
in taxes have to be included in this category in the case of the Soviet 
Union. For this reason the estimates of the average rate of taxation of 
the consumer computed in this chapter cannot be meaningfully com- 
pared with similar computations for other countries. In order to facili- 
tate comparison, an attempt will be made to bridge the institutional 
gap, although the significance of such a comparison is admittedly 
very limited. 

The procedure will be to estimate the total of taxes (7.e., federal, 
state and local) on the consumer in the United States, defining tax on 
the consumer in the same way as it is defined in the Soviet Union. 
Thus, included in our total of taxes on the consumer will be the follew- 
ing unusual aggregates: purchases of government bonds by the public; 
the annual contribution to social insurance which is assumed to be 

entirely passed on to the household; undistributed corporate profits 
' (because retained profits of Soviet industry were considered a tax) and 
sale of corporate securities to the population for purposes of financing 
new investment. The incidence of indirect taxes on business enterprises 
is assumed to fall entirely on the consumer. The estimates for the 
United States are presented in Table IV. 

We see that the rate of taxation in the United States for the years 
1940 and 1949 is less than half that in the Soviet Union, even when 
the United States! data are structured in accordance with Soviet insti- 
tutional conditions. The difference between the Soviet and U.S. rates 
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reflects the much higher rate of nonconsumption expenditures in the 
U.S.S.R. The psychological burcen of the taxation in the U.S.S.R. is 
"undoubtedly greater, relative to the United States, than the figures 
would indicate because of the much lower level of real national income 
in the U.S.S.R.; this effect would tend to be offset, to some extent be- 
cause the Soviets have never experienced higher standards of living, 


TABLE IV.—AVERAGE RATE OF TAXATION IN THE UNITED STATES, 194) anp 1949 























(Billions of Dollars) 
1940 1949 
Soviet Western Soviet Western 
Framework | Framework | Framework | Framework ' 

A. Personal Income 79.0 78.3 208.3 206.1 
B. Taxation of household d 

Direct taxes 2.6 2.6 18.7 18.7 

Indirect taxes 10.0 10.0 21.3 21.3 

Purchases of government bonds 25 4.3 

Social Insurance 2.3 5.7 

Undistributed corporate profits 2.4 9.8 

Sales of new corporate securities? 6 4.6 ` 

Total taxes (B) ‘ 18.4 12.6 64.4 40.0 

Average Rate of Taxation (B-A) 23.3 . 16.1 30.9 19.4 





Sources: Treasury Bulletin, published monthly by the United States Treasury Department; 
Survey of Currency Business, published monthly by the United States Department of Com- 
merce. 

a Each American "worker pays, out of his cwn gross wage, part of the socia] insurance con- 
tribution made in his name. Since we view the social insurance contribution as a tax in the 
Soviet framework, we consider the workers! contributions an addition to income. This ac- 
counts for the difference between personal income figures for each year. 

b Sale of new corporate securities does not include securities wFich were issued for the pur- 
pose of refunding previously issued securities. 


& 


because so large a part of their income is taken away in the form of 
higher prices rather than as direct levies upon income,” and because 
their marginal tax rates appear to te relatively low. 


V. Alternative M easurements o j the “Burden” 


The burden of Soviet taxation as computed above is based on a 
rather arbitrary definition of what constitutes a tax on the Soviet 
population. For this reason, three other measurements of the average 
rate of taxation will be presented and briefly discussed; the first two 
constitute an approximation to measuring the Seviet burden of taxa- 
tion in a capitalist institutional framework. 


5 Cf. Holzman, o. ct., pp. 425-27. 
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The rates of taxation presented in Table IIT are on the “high” side. 
For reasons discussed above, certain elements of the Soviet cost-price 
structure have been considered as taxes although they contain ele- 
ments of factor cost. For example, profits have been considered a tax 
rather than a return to capital or as a reward for exceptional entre- 
preneurial ability. And the social insurance markup has been con- 
sidered a tax when a case could be made for treating it as an addition 
to wages. We have also treated sales of government bonds to the popu- 
lation as a tax although such sales should be classified somewhere in. 
between taxes and “truly voluntary” sales of government bonds. There- 
fore, we present below some alternative estimates of the burden of 
Soviet taxation, leaving the reader to his own preference. 

In the first alternative estimate, both sales of government: bonds and 
the social insurance markup are eliminated from the total of taxes as 
computed in Series II of Table IT. The resulting figures, divided by 
total income, are designated Series IV in Table V below. If the reader 
desires to add the subsidy adjustment of Series III, this can be ap- 
proximated roughly by simply deducting from Series IV, the difference 
between Series IT and III (in Table III). 

In the second estimate, retained profits are padded to sales of govern- 
ment bonds and the social insurance markup; and all three items are 
deducted from the total of taxés (II) and divided by total income. 
The resulting ratio is designated Series V. ; 

The third modified series (VI) is conceived in terms of a er 
benefit theory of taxation. Budget expenditures on education and 
health services are deducted from.the total of taxes on the ground that 
the household benefits directly from these expenditures in contrast 
to other budget expenditures (investment in the national economy, 
defense, administration, etc.) which either do not benefit the household 
directly, or at all. In addition, transfer payments (e.g., social security, 
social insurance," subsidies to mothers, and the debt service) are re- 
moved from both the income and tax series: Although taxation to 
finance transfer payments is not without its psychological burden, the 
impact of such taxation is certainly offset in part by the distribution of 
the various transfer payments.” 


? Social security. includes pensions and other assistance, upkeep of invalid homes, 
rehabilitation of injured workers, etc, Social insurance includes insurance for sickness, 
unemployment and old age. 

* One justification for this approach is that the Soviet ‘government does finance a 
relatively large program of “social services (educational, medical) and transfer payments. 
Objections can be raised against the deduction of budget expenditures on education from 
taxation. It may be contended that a part of these expenditures cannot be considered to 
benefit the population directly since it serves to finance communist propaganda, the press, 
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In this series (VI), as in the case of Series IV and V, a rough adjust- 
ment for subsidies to consumers’ goods industries can be made by the 
reader. The three new series are presented in Table V attached. 

It can be seen in Table V that the average rate of taxation is very high 
even after the above-mentioned adjustments are made. Deducting the 
social insurance markup and sales of government bonds from total 
taxes (IV) reduces the burden by only seven to eight percentage points 
on the average. Deducting, in addition, the retained profits of state 
enterprisés (Series V) reduces the burden by about another 3 points 
on the average. Wita all these deductions, the average rate of taxation 
exceeds 46 per cent in the postwar period. 

The burden is reduced by as much as one-third to two-fifths when 
education and health services are deducted from taxes, and transfer 
payments are removed from both income and taxes. The average rate of 
tax, even with this generous interpretation, still ranges between 35 
and 50 per cent of income. 

It is of interest to attempt to answer the question: to what extent 
did increases in the rate of taxation serve to finance increased social 
services and transfer payments to the population. For this purpose, 
the ratio of the total of budgeted expenditures on heal:h, education, 
and transfer payments to total taxes (Series IT) was calculated; the 
results are presented as Series VII in Table V. The ratio declined 
from 1932 to 1933 but increased thereafter until 1937 with a large 
jump occurring from 1935 to 1937. In other words, an increasing share 





scientific research, a part of which may be directed at constructing atom bombs, and so 
forth. There is undoubtedly substance to this objection. 

It does not appear to be feasible, however, to draw a sharp distinction (particularly in 
terms of budget expenditures) between education and propaganda in the Soviet Union jui 
in most other countries). 

Since 1949, and perhaps earlier, expenditure on scientific research has been presented | in 
the budget as a separate category, alongside of education, under the mcre general head- 
ing: social and cultural expenditures. From 1949 to 1951, the separate expenditures on 
science amounted to roughly 10 per cent of expenditures on education (cf. Finance 
Minister Zverev’s recent budget speecaes). This provides an indication of the possible 
extent of expenditures on scientific research when they were included under education. 
It does not exclude the possibility, of course, that large outlays for atomic and other 
research are still included under education. Unfortunately, there is, to my knowledge, no ' 
reliable information on this matter. 

Since 1949, expenditures on the press, theatres, etc. have been included in the budget 
under education only to the extent that the separate enterprises are not self- financing. 
Cf. N. N. Rovinskii, Gosudarstvenny: biudzhet SSSR (State Budget of the USSR), 
Moscow 1949, p. 292. Before 1949, gross expenditures on these categories were financed by 
the budget. I am not sure whether or not budget expenditüres on education are net of 
receipts from tuition fees. If not, there is an overstatement of expenditures on education, 
from this source. 


'(g1 "up xipuadde 99g 75224808 





SLE 
9°0F 
vos 


oss 
0°09 





0S6T 








6761 





‘9° CE 


LOŠ 
9'£c 
0°09 


O61 








6°ZE 


[47 


TOs 


ges 


16S 


6£6T 








PCE 


pev 


Qua sed up — 
OS61-Ze6r ‘qaraamoony NOILVXV], XSNOJŅ 40 AIVA aovaxay— A 918VIL 


#82 | 0°82 
Ley |.£'£ 
6v | ez 
viv | 69r 
Bes | orgs 
v£6l | egot 


(T1 se1os) saxv3 [2303 03 sjuour ced 197 


-SUVI pu? *uoryeonpo YHL jo ONLA “ITA 
Uorjexe y, u101j sjrgeuog jo ooué210dur 


sjuouiÁvd 19jsuv1j pue 'uorygonpa 
*pyesq uo Sé dxa 10} pojsnfpy "IA. 
s3yo1d 
peurejo1 pue ‘spuoq 3jueuru19Ao8 á 
Jo sares ‘gouvinsut eros Joy peysnfpy ʻA 
»Spuoq 3uouru19A03 Jo soles 
pue əpuemsur [emos 10; pojsnfpy ‘AT 
COI AL toj) xvj jo ƏFeI ISBA "II 
: Uonvxv jo sojey o3v19AV 








566 ` THE AMERICAN ECONOMIC REVIEW 


of taxes on the coùsumers returned fairly directly to the population in 
this period, and less was devoted to other nohconsumption items (e.g., 
defense, investment, administration). In 1939, as the Soviets prepared 
for war, this trend was sharply reversed. From 1948 to 1950, the rela- 
tive importance of expenditures on social services was once again on the 
rise, and by 1950 had almost reached the 1937 percentage level.” 


VI. Trends in the Burden of Taxation 


.In this section, changes in the average rate of taxation are treated 
as an indicator of changes in the rate of nonconsumption as well as of 
the psychological burden of taxation. For this purpose it is important to 
note that the average rate of taxation is affected by changes in the 
degree of repressed inflation in the state sector of the economy.” In- 

: creases in repressed inflation are reflected in higher prices in the collec- 
tive farm markets, hence in larger household incomes from sales (or 
expenditures) in these markets. At the same time, an increase in re- 
pressed inflation is indicative of too low a rate of taxation.to support 
the rate of nonconsumption presumed by the state investment plan. So 
when repressed inflation is on the rise, taxes tend to be understated, 
household income overstated, and the burden, (taxes/income) there- 
fore understated relative to the burden which would obtain if taxes 
were large enough for fiscal stability. Conversely, when repressed in- 
flation is being reduced, the burden of taxes tends to be overstated. 
If the effects of repressed inflation could be removed from the ratio of 
taxes to income, the resulting series would obviously be a better index 
of changes in the rate of nonconsuniption (though not, perhaps, of the 
psychological burden of taxation) than the unadjusted series presented ` 
above in Table III. 

If the volume of trade on the collective farm markets had remained 
relatively constant, then it would be possible to remove a large part 
of the effect of changes in repressed inflation by deducting from the 
household income series, income from sales on the collective farm 
markets, Unfortunately, the volume of trade on these markets did not 
remain constant. Sales were gradually wiped out between 1927 and’ 
1931 as the state attempted to liquidate (what was then called) private 


* We have made no adjustment here for the fact that a ruble used to buy a unit cf 
equipment is probably worth a lot more than a ruble used to buy a unit of education or 
health. Cf. N. Jasny, “The Soviet Price System," Am. Econ. Rev., Dec. 1950, XL, passin, 

2 By repressed inflation we mean simply that the amount $f goods the household would 
like to buy from state and cóoperative stores at going prices is in excess of the amount 
offered for sale. This excess demand typically spills over into the collective farm markets 
(where price is set freely by supply and demand) raising prices in these markets above 
those in state and cooperative stores. . , 


HOLZMAN: THE BURDEN OF SOVIET TAXATION 567 . 


trade; the collective farm. markets were reconstituted in 1932. and the 

volume of trade rose steadily from 1932 to 1939, and perhaps to 1940. 

For this reason, no attempt will be made to quantify the impact of re- 

pressed inflation on the average rate of taxation; this distorting effect 
'of repressed inflation will be taken into consideration, however, in the 
. discussion which follows.?? 
`. The First Five Year Plan Period 

Series I shows a continuous increase in the rate of taxation from 
1925/6 until 1929/30; the rate of increase is fairly constant with the 
exception of 1929/30 when a big jump upward occurs. These five years 
include the last three years of the NEP and the first two years of the 
First Five Year Plan. The figures indicate that during the last three 
years of the NEP the state was not just marking time until the blue- 
prints for a planned economy were completed and ready to be put into 
operation; on the contrary the state was annually pre-empting larger. 
percentage shares of the nation’s output. 

It is interesting that the first year of the plan period (1928/29) 
does not mark a sharp break with the preceding period; it is not until 
1929/30 that the full impact of the industrialization drive is felt by 
the population. This seems to be in accord with other available in- 
formation. It was originally planned that the net rate of investment 
would be 22.6 per cent in 1928/29 in comparison with 18.9 per cent in 
1927/28, and 25.1 per cent according to tlie minimal variant or 28.2 
per cent according to the optimal variant.in 1929/30." Apparently 
progress in 1928/29 was sufficiently satisfactory to warrant raising the 
' target for investment for 1929/30 by about one-third over the original 
plan.” This combination of facts.seems to indicate that only a moderate 

? Other modifications would be in order if we were particularly concerned with de- 
termining the Soviet rate of nonconsumption. 

A closer approximation to the actual rate of nonconsumption is obtained by removing 
transfer payments from both the income and tax series. This has the effect of reducing 
the ratio of taxes to income, but leaves the trend from year to year relatively unchanged. 

It would also be appropriate, in attempting.to determine the actual rate of investment, 
to add to the total of taxes, increments (decrements) to currency in circulation. For to 
the extent that :axes, profits of nationalized industry, and receipts of the state from other 
sources are insufficient to cover Soviet nonconsumption expenditures- (including those 
financed by short-term bank loans of the Gosbank) the government introduces new 
- currency into circulation. Including changes in currency in circulation with taxes has the 
effect, in most years, of increasing the ratio of taxes to income, but yith the exception 
of the years 1932 to 1934 it does not affect the trend. 

Since we are primarily concerned with the rate of taxation of the population neither of 


the above adjustments is male, nor are certain other minor sources of financing invest- 
ment taken into consideration. 


* M, Dobb, Soviet Economic ET Since 1917 (London 9487; p. 236. 
:* Ibid., pp. 242-43. 
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rate of increase was planned for 1928/9 relative to 1927/8, and that a 
much sharper increase probably occurred in 1929/30. Our figures are in 
accord with this and, if anything, suggest an even sharper shift to 
nonconsumption in 1929/30 than was contemplated in the revised plan. 

The large increase in the rate of taxation in 1931 may be largely 
spurious. By 1931 all legal private trade had been abolished, and it was 
not until mid-1932 that the collective farm markets were legally 
organized. In the interim a large amount of illegal private trade is 
reported to have been conducted, the value of which was not included 
in the official figures.? Furthermore, to the extent that peasants found 
it difficult to conduct trading operations, consumption in kind was 
probably increased. Both of these factors would operate to cause our 
rate of taxation to be spuriously high in 1931, the first by reducing 
computed consumer money income, and the second by causing a real 
shift from consumption of marketed commodities to consumption in 
` kind. 

Some illegal trade may also have been conducted in 1929/30 and our 
tax rate for that year may be high. However, even if the illegal trade 
were taken into account, an extraordinary increase in the rate of 
taxation would probably still have occurred in 1929/30; and the rate 
for 1931 would probably fall somewhere between the rates for 1929/30 
and 1932. 

Repressed inflation increased steadily from 1928 to 1932, and 
collective farm market prices are reported to have reached a peak in 
1932.** Prices of some foods were 15 times the ration prices of com-. 
parable goods sold in cooperative stores? Tke growth of repressed 
inflation in this period implies that the share of the government sector 
in the national output was growing even more rapidly than the average 
rate of taxation series indicate. 


Second and Third Plan Periods f 
From 1932 to 1936, the average rate of taxation increased slowly, 


The figures for retail trade turnover are broken down as follows: 


1929/30 1931 1932 
State 4,1 6.5 15.5 
Cooperative 12.4 18.2 25.8 
Kolkhoz — — 7.5 
Private 11 — — 


Sources: See appendix. 
“M. M. Lifits (editor), Ekonomika sovetskoi ee (Economics of Soviet Trade) 
Moscow 1950, p. 319. 
* Sh. Turetskii, “Puti planivoraniia tsen” (Methods of Price Planning), Planovoe 
khoziaistvo (Planned Economy), 1936 No. 3, p. 130. 
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by a few points a year, on the average. As an indicator of the rate of 
nonconsumption, this increase has an upward bias due to the fact that 
from 1933 to 1937, repressed inflation was being gradually worked off. 

In 1933, repressed inflation is reported to have declined by about 50 
per cent; ;°* prices of agricultural products declined by-20 per cent in 
1934.and 12 per cent in 1935 and by December 1936 had reached a 

level which was from 1/3 to.1/3.3 of the 1932 level." 

It is not possible to state with confidence whether the absolute level 
of consumption from marked output rose, remained the same, or de- 
clined from 1932 to 1936. The standard of living could have risen if 
national output per capita was increasing at a faster pace than the rate 
of taxation (nonconsumption); or fallen if national output had re- 
mained the same or declined. Soviet indexes of output and productivity 
for industry both show unusually rapid increases beginning in 1933; 
the output of the major crops also increased from 1933 to 1935, with a 
sharp decline in 1936, however.” All in all, the indications are that 
some increase in living standards probably occurred from 1932 to 
1936. 

The situation from 1936 to 1938 is unambiguous: the share of con- 
sumer income absorbed by taxes declined by 6 to 7 percentage points, 
fairly conclusive evidence of a rise in the consumers’ share in the 
national output. These figures are in accord with the fact that the 1937 
harvest was exceptionally good, undoubtedly affecting the level of 
consumption in both 1937 and 1938. 

In 1939 and 1940, the rate of taxation increased as rapidly as it had 
declined in the previous two years. This increase reflects preparations - 

? Ibid., p. 133. There was a sharp decline in the amount of currency in circulation in 
1933, certainly circumstantial evidence that a deflationary policy was being pursued. The 
movements of other financial magnitude indicate a similar policy. It is interesting to note 
that if we included the change in currency in circulation along with taxes in computing 


the average rate of taxation (as suggested in fn. 30), the trend in the rate of taxation for the 
years 1932 to 1934 is altered.as follows: 


: 1932 1933 1934 
. Series IT, unadjusted — 51.0 55.9 55.8 
‘Series II, adjusted 55.8 53.5 56.9 


The rate of tax is spuriously low (as an indicator of investment) in 1932 because of the 
increase in repressed inflation, and spuriously high in 1933 because repressed inflation was 
being reduced. 

* Ibid., pp. 133, 136; Lifits, op. cit., p. 319. 

*55 Cf. A Gerschenkron, “The Soviet Indices of Industrial Production,” Rev. Econ. Stat., 
Nov, 1947, XXIX, 218; W. Galenson, “Russian Labor Productivity Statistics,” Indus. 
Lab. Rev, July 1951, IV, 500. The indexes computed by Donald Hodgman (as yet un- 
published), presumably free ef the specific Soviet weighting bias, bear out the statement 
in the text. ` 

? Jasny, The Socialized Agriculture of the USSR. (Stanford, 1949), p. 792. 


a 
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for war? which apparently were begun in earnest in 1939, and the 
smaller harvests in these years. It is surprising that the rate of taxation 
increased. by less than 2 points in 1940 compared with 1939 in view 
‘of the threatening international outlook and need to prepare for war. 
‘Two developments may explain this low figure: First, a substantial 
‘part of increased defense needs were met by a cutback in expenditures 
on the national economy, particularly industry." Second, repressed 
inflation appears to have been on the rise again in 1940 so that the 
change in the average rate of;taxation probably understated the in- 
crease.in the rate of nonconsumption. 


Postwar Period? 


“The figures for the postwar period are very interesting. In 1948 the, 
average rate of taxation was higher than in any prewar year; .about 
65 per,cent of consumer money income was handed over to the govern- 
ment in the form of taxes (Series III). In 1949, the average rate of 
taxation declined by one percentage point; and in 1950 by. about 6 
percentage points . . . almost down to the 1940 rate of taxation. These 
reductions reflect the much publicized consumers’ goods price cuts of 
March 1, 1949 and March 1,1950.5 : 
The principal implication of this decline in the rate of taxation is that 
in 1950 the consumer was getting a substantially larger share of the 
national output than in 1948; and since national output was un- 
` doubtedly increasing in this period, a very large percentage increase in 

real income. Although this may be difficult to accept in viéw of the 
l tense international situation and the popular conception of a Russia 
arming to the teeth, it is not unreasonable. 

The rate of taxation in 1950 is not low even by Soviet standards. In 
fact it is higher than the rate of taxation in the last prewar year, 1940, 
a year in which maximum peace-year preparedness efforts were being 
made. And in 1948 the rate of taxation was 8 to 9 per cent higher than 
in 1940. The reasonable interpretation, it seems, would be to consider 
the 1948 rate of taxation abnormally high, reflecting a structure of pro- 


. * The proportion of budgeted defease expenditures to total budgetary expenditures in- 
creased from 18,7 per cant in 1938 to 25.6 per cent in 1939 to 32.5 per cent in 1940. ] 

^ From 1939‘to 1940, absolute expenditures on the national economy and, on industry 
fell from 60.4 billion rubles to 58.3 billion rubles, and from 314 to 28.6 billion rubles, 
respéctively. Since total budgetary ekpenditürés iere ihcreasing, the pércentágé (of 
budgétary expehditurés) declines was much greater: iram 394 to 33.4 pér Cent, and 20.3 
to 16.4 per cent. ` 

“Soviet sources indicate that ther2 has been little or no repressed inflation since the 
currency reform of December, 1947. 

* See Moscow newspapers of March 1, 1949 and 1950. 
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duction not yet returned to normal after the war; and the decline in 
taxation from 1948 to 1950, a return to normalcy. 

There are special reasons for expecting an increase in consumers’ 
goods output in this period. During the war years consumers’ stocks 
and reserves must have declined to an incredibly low level arid pro- 
vision had to be made for restocking. Furthermore, the morale of the 
population may have been at a low ebb after a difficult war and many 
years of privation; the reduction in rate of taxation may have been 
required for reasons of internal political stability. Finally, it should 
be noted that the shift in the distribution of national output toward the 
consumer does not at all imply that the absolute amount of resources 
devoted to investment, defense, etc. declined; increases in the output 
of consumers’ goods probably were met largely out of increases in 
productivity and total output. 


THE CYCLICAL TURNING POINTS IN AN “OPEN” 
ECONOMY: CANADA, 1927-1939 


By Epwarp Marcus* 


Very little theoretical or emp_rical work has been devoted to study- 
ing the international transmission of the business cycle. As Morgen- 
stern has said, “We do not have too much knowledge about the work- 
ing of a business cycle in a clesed economy, but we know even less 
about the transmission of cycles. from one country to another . . . the 
few explanations of the internat:onal transmission offered currently are 
very tentative and appear more or less as mere appendixes to, or exten- 
sions of, specific cycle theories.’ * It is with these international aspects 
that this article will deal, particularly as illustrated by the Canadian 
economy in the decade before World War II. 

In general, the degree of vu nerability of an economy to external 
influences is assumed to vary with the dependence on foreign markets; 
the less self-sufficient the economy, the more sensitive it is to changes 
in business activity abroad. Suca a relationship, however, does not al- 
ways hold; Canada, for examole, displayed some independence oi 
movement during the interwar years, particularly at the peak of the 
cycle. In both 1929 and 1937 her downturn preceded those of the 
cycles in her two main external markets, the United States and Great 
. Britain. Here world economic forces of a more general nature, rather 
than cyclical, tended to dominate the course of the Canacian economy. 
"These forces arose from the mary intangible commercial ties that are a 
concomitant of an extensive foreign trade; they reflected the impact of 
changes that result from shifts within specific markets for Canadian 
products. 

On the other hand, the Canacian upturns from the troughs of 1932- 
1933 and 1937-1938 were clearl7 the response to similar moves within 
the economies of her two main customers. Only after the American and 
British recoveries had begun was Canadian business activity stimulated 
sufficiently to follow along. j 


* The author is assistant professor of eccnomics at Brooklyn College. 

70. Morgenstern, “On the Internation:l Spread of Business Cycles," Jour. Pol. Econ., 
Aug. 1943, LI, 287. Cf. in addition to this article, G. Haberler, Prosperity and Depression, 
3d ed. (League of Nations, 1941), Ch. 32, 13, for a summary cf the literazure. 


MARCUS: CYCLICAL TURNING POINTS—CANADA, 1927-39 573 


These four turning points will now be examined more closely, with 
particular emphasis on how the relative importance of domestic and 
international circumstances affected their timing. 


I. The 1929 Downturn 


Although the period 1927-1929 was a prosperous one, symptoms of 
the forthcoming decline appeared early. Prices of the main Canadian 
exports—wheat and wheat flour, wood pulp and newsprint—started 
to sag in 1927 and 1928; an oversupply was slowly building up, and 
the volume of exports started to waver. Gradually, the effects on in- 
comes and purchasing power accumulated, and other sectors of the 
economy ended their upward movement. As the declines spread from 
the main exports to production and incomes, secondary indices, such 
as those of the supplying industries, employment, and distribution 
followed. 

The Canadian economy sis turned down several months before the 
American turning point óccurred. This is not surprising, for Canada 
was far less industrialized, more dependent on agriculture and forestry 
products. Since the ’twenties were not a period of great prosperity for 
those industries compared with the manufacturing areas, the earlier 
downturn of the raw material sectors found a more vulnerable situa- 
tion in Canada. Manufacturing was not so large that it could sustain 
an over-all prosperity, such as continued south of her border for several 
months. more. 

After the first World War, a situation of overproduction: dad gradu- 
ally emerged in industries exploiting natural resources. Per capita 
wheat consumption was dropping while production was recovering.’ ` 
In the Canadian newsprint and pulp industries the danger was all on 
the side of a too-rapidly increasing supply. From 1927 to 1929 installed 
capacity increased by one-sixth, and the operating ratio tended to re- 
main within the range of 80 to 85 per cent of rated capacity? 

The danger first showed up in a weakening of the price structure. 
From mid-1927.to mid-1929 the Stanford University Food Résearch 
Institute's weighted average of Winnipeg cash closing prices of ten 
grades of Canadian wheat dropped more than 30 per cent, from $1.47 
to $1.01 per bushel. The Canadian visible supply started to climb as a 
result of a wheat crop 80 million bushels more in 1927-1928 than in 
1926-1927. World wheat stocks registered the largest annual increase 


* Cf. B. Ohlin, The Course and Phases ef the World Economic Depression, rev. éd. 
(League of Nations, Geneva, 1931}, pp. 21, 39, 45, 49, 93, 124-25. 

3 Cf. E. A. Forsey, “The Pulp and Paper Industry,” Con. Jour. Econ. Pol. Sci, Aug. 
1935, I, 502; Ohlin, of. cit., p. 59; C. E. Fraser and G. F. Doriot, Analyzing Our Industries 
(New York, 1932), p. 317. 
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since the war. Wheat flour prices dropped almost 20 per cent during 
the same period. Wood pulp prices also declined, particularly in 1927, 
' groundwood— Canada's main wood pulp export to the United States— 
going from $1.50 per 100 pounds in the first quate to $1.15 in 
October." l 
In 1928 the volume of Canadian wood pulp exports, particularly to 
the United States, ended their upward trend, and in some months even . 
registered declines. Since 80 per cent of these exports went tothe 
United States, and since the main form—-groundwood—was used to 
make newsprint, we would expect the export movement to follow that of 
American newsprint production. In contrast to the Canadian newsprint 
industry, the American output was declining, the average for 1928 
having dropped more than 15 per cent below 1926. Not protected by a 
tariff as was the rest of their paper industry, American producers were 
being forced out of newsprint into tariff-protected high quality papet — 
manufacture, using other pulp, particularly the chemically: prepared 
types. In addition, the use of chemical pulp was. becoming of increasing 
importance in the manufacture of paper and paperboard. In short, 
the. American demand for wood pulp was. shifting from groundwood, 
of which over 90 per cent of the imports were supplied by Canada, to 
the chemical pulps, for which Canada was a much less. important 
supplier—of only about one-third of the imports.° 
In 1928 the growing overcapacity in the newsprint industry brought 
on a disastrous price war. Started by negotiations over the renewal of 
the large Hearst newspaper chain contract with International Paper, 
the price war spread to all companies. Contract prices dropped a 
quarter in the summer months. However, since the volume of news- 
print consumption was a resultant of the circulation and: advertising 
linage of the newspapers," and since both the newspaper newstand 
prices and advertising rates were unchanged, despite the lower news- 


*Data from readily available publications have not been cited. In general, export 
figures are from Trade of Canade; wheat statistics from the Food Research Institute, 
Wheat Studies; Internal (Canadian) series from the'Dominion Bureau of Statistics, 
Mo. Rev, Bus. Stat. (since replaced by the Can. Stat. Rev.) ; U.S. statistics from the Surv. 
Current Bus., the Fed. Res. Bull., and the Mo. Summary For. Commerce; British import 
data from the Accounts Relating to Trade and Navigation. 

* Most of the information on the pulp and paper industry is drawn from J. A. Guthrie, 
The Newsprint Paper Industry (Cambridge, 1941); and contemporary accounts in the 
Monetary Times (Toronto), the Financial Post (Toronto), Editor and Publisher (New 
York), and the Economist (London). 

° Newspapers usually maintain a fixed ratio of each issue’s advertising to total space. 
A change in the advertising volume would thus alter the size of the incividual issue and 
therefore the quantity of newsprint per copy. A change in circulation would vary the 
number of newspapers sold and thus, again, the volume of newsprint consumed, Hence, 
changes in either affected the publishers’ demand for newsprint. 


A d A= 
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print costs,’ the drop in newsprint prices resulted only in curtailed.. 
revenues: for the manufacturers, rather than a jump in sales volume. 

` This was reflected in share prices, the newsprint firms’ securities drop- 
ping 40 per cent during the period of the price war, while the average 
of all Canadian industrials rose 30 per cent. 

What undoubtedly postponed the downturn at this point was the 
inflationary influence of the banks. At this time they were pursuing an 
expansionary policy despite the outflow of gold to the United States; 
this latter movement was the result of a greatly increased adverse 
trade balance, as imports rose with increased prosperity at home, pro- 
ducers’ goods imports, in particular, responding to expanding invest- 
ment demands within Canada. Yet, despite this drain on reserves, the 
banks continued to expand loans and deposits; in part this resulted in 
lower reserve ratios for the banks, and in part the deficiency was met 
by increased borrowing from the Dominion government under the 
Finance Act.? This borrowing, in turn, resulted in a gold outflow from 
the reserves backing the Dominion notes; in January 1929 Canada 
abandoned the gold standard de facto by placing an embargo on gold 
exports.? 

Another inflationary influence was the “wheat holdback” in 1928- 
1929, The 1927-1928 crop had been very good, and prices had declined. 
As 1928 wore on, however, the outlook for the next crop was not 
promising. Since it was felt that European millers were dependent on 
the high-grade Canadian wheat for milling flour, and since it was 
thought that there would be a shortage of these quality grades, many 
Canadians believed that a sizable price rise for-these particular strains 
was inevitable.*° The Wheat Pools, private traders, farmers, millers, 
and speculators all shared this view. Hence, a holding movement de- 
veloped in Canada, moving Canadian wheat prices out of line with 
world prices of competing wheats, the normal premium in the Liver- 
pool market doubling. Much of this holdback, of course, was financed 
through the Canadian banks. 

* Actually, some advertising rates were raised during this period. Cf. the Editor and 
Publisher International Year Book for 1935 (New York, 1935), p. 106. 

*'The method of borrowing and the effects on the banks’ reserves were analogous to 
U.S. member bank borrowing from the Federal Reserve Banks, although at that time the 
Canadian banks did not have a central authority holding their reserves. 

?For a more complete story of this episode, see V. W. Malach, “The Mechanism of 
Adjustment in Canada’s Balance of Payments, 1921-9," Can. Jour. Econ. Pol. Sci., Aug. 
1952, XVIII, 313-15; C. A. Curtis, "Credit Control in Canada," Canadian Political Science 
Association Pepers and Proctedings 11, May 1930, especially pp. 109 ff.; and my (unpub- - 
lished) doctoral dissertation, Economic Fluctuations in Canada, 1927-1939 (Princeton Uni- 
versity, 1950). 

1 This discussion is based on contemporary material, especially in Wheat Studies and the 
Economist. 
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The results were disastrous. During the latter half of 1928 and 
throughout 1929 there was an almost perfect inverse movement be- 
tween the premium on Canadian wheat and the percentage of British 
imports of wheat coming from: Canada; the larger the premium, the . 
lower the Canadian share of British orders. This adverse effect on 
Canadian wheat exports started with the holdback in 1928; in the last 
quarter of that year Great Britain, the Netherlands, Switzerland, and 
Belgium started to curtail their purchases of Canadian wheat. 
Canadian flour exports also lagged, since the main constituent 
(Canadian-grown wheat) had risen so sharply in price; foreign com- 

“petitors had turned to cheaper grades. In fact, in protest against the 

control of sales in Canada, British importers and millers extended 
a definite buying preference to Argentine and Russian wheat." The 
resulting decline in exports and increase in stocks of wheat and wheat 
flour were far more than the Canadians had anticipated. 

The curtailment of these exports reacted back on farm purchasing 
power, and after Christmas 1928 rural spending dropped off. 

As the effects of the various deflationary forces cumulated—the 

- decline in wood pulp exports and prices, the newsprint price war, and 
the wheat holdback—they began to be reflected in total spending. After 
the first quarter of 1929 bank debits, which had been exceeding the 
corresponding months of 1928, started to decline. The drop in wheat 
and wheat flour exports hit steamship and railroad earnings, as well 
as the textile industry through lessened demand for flour sacks. Both 
newsprint and wood pulp exports, particularly to the United States, 
also were below the previous year. As the declines spread, other in- 
dustries reacted. Pig iron production dropped in March. Construction 
contracts, which had been running ahead of the previous year, dropped 
below in April and May 1929. 

At the end of March stock prices broke sharply both in Canada and 
the United States, Canadian prices declining much more. As though 
touched off by this shock, series after series started to waver or turn 
down in Canada, and even in the United States a few started to recede. 
From April ón, tbe chronicle is a dreary repetition of recession in the 
individual Canadian indices. The downturn was now well under way, 
to be followed in June by the United States.” 


“Cf, H. S. Patton, “The Canadian Wheat Pool in Prosperity and Depression" in 
W. L. Holland (ed.), Commodity Control in the Pacific Agza (London, 1935), p. 142; 
Royal Bank of Canada Letier, November 1935, p. 2; Wheat Studies, vol. VII, Nov. 1930, 
p. 20 (note 3) and Dec. 1930, p. 125. 

“cf. A. F. Burns and W. C. Mitchell, Measuring Business Cycles (New York, 1946), 
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IL: The 1932-1933 Recovery 


The downward movement of the Canadian economy, like that of 
most of the world, continued almost without interruption for more 
than the first two years after the 1929 peak. Production and incomes 
fell, unemployment rose, and the dreary pall of stagnation enveloped 
the entire country. Since her two main customers—Great Britain and 
the United States—were depressed, it was inevitable that Canada 
should be similarly affected. 

It was this dependence on two different economies, however, that 
finally put a bottom to the recession. It will be recalled that each of 
Canada’s two main export groups depended greatly on the demand in 
one of these countries—wheat and wheat flour on the British demand, 
wood pulp and newsprint on American demand. While both customers 
were in the downward phase these two export groups were not prosper- 
ous, of course. But with the 1932 upswing in Great Britain," the wheat 
indices improved, along with those parts of the Canadian economy 
whose main market was also in Great Britain. Hence, offsetting the 
continued downward pull of the American market was the upward 
movement of the British; as a result, the Canadian economy tended to 
level off in 1932. Then, in the following spring (1933) the American 
economy turned up sharply, accompanied by Canada. With both the 
British and American recoveries as supports, the Canadian indices then 
were, almost without exception, in the revival phase. 

Although we have not emphasized the impact on the Canadian 
balance of international payments, it might be noted that its cyclical 
behavior also made for a certain degree of maneuverability during the 
depression period. Because of the importance of producers’ goods im- 
ports, a recession within Canada would reduce domestic investment 
sharply, thus tending to cause a drop in imports greater than was de- 
veloping in her exports (as a result of other countries’ recessions), thus 
improving the current account position. This improvement offset the 
accompanying drop in the inflow of (mainly American) capital funds, 
thus averting serious pressure on domestic banking and currency re- 





p. 78, and the 30th Annual Report of the National Bureau of Economic Research, New 
Facts on Business Cycles (May 1950), chart 4 (p. 11). 

“Immediately after her departure from the gold standard British financial policy, fear- 
ing inflation, pursued a restrictive program, preventing any inflationary -boomlet, such 
as occurred in the United States in the spring of 1933. The Bank Rate was raised to 6 per 
cent on September 21, 1931, and was kept at that level until February 18, 1932. Hence, 
it was not until several mqnths after the ending of the external pressure on the pound 
sterling that internal recovery was permitted to get under way. For a summary of British 
policy and events during this period, cf. H. Heaton, The British Way to Recovery 
(Minneapolis, 1934), Ch. 4. 
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serves, minimizing the foreign exchange difficulties that plagued so 
many other debtor nations.** 

If we examine the general irdices, we can see the decline slackening 
by 1932. Manufacturing production, which had dropped almost con- 
tinually from its April 1929 h gh of 117.7 to 59.0 in April 1932, rose 
to 72.8 in June, then gradually receded to 62.2 at the end of the year, 
and to 52.0 by February 1933.? Mineral production dropped from 75.8 
in April 1929 to 47.3 in August 1932, the depression low, recovering 
during the remainder of the year. The low for exports (excluding gold) 
to Great Britain (in terms of 'Canadian dollars) was reached in 1931, 
January 1932 exceeding the previous January by almost $2 million, or 
25 per cent. Exports to the United States, of course, remained low 
‘until the recovery in the spring df 1933. 

It will be recalled that in tke preceding prosperity warning signals 
could be detected some two ytars before the actual downturn. More- 
over, these signs of weaknes were applicable particularly to the 
Canadian economy, centering about its own products—wheat and 
wheat flour, wood pulp and newsprint. No important world event prior 
to the summer of 1929 influenced significantly the course of Canadian 
economic activity. In contrast, :he 1929-1933 period was one of almost 
uninterrupted decline, stopped enly by external events whose influences 
were world-wide—the recovery in business activity in the, United 
States and Great Britain, and tae resulting revival in Canadian exports ` 
to these two. These two developments were powerful enough to reverse 
the course of Canada's domestic cycle. 

The relation of the 1932-1933 cyclical turn in Canada to the move- 
ments of the British and American cycles can be seen by examining the 
foreign exchange movements. In the months following the widespread - 
departures from the gold standard in the autumn of 1931, the British 
pound declined much more than did the Canadian dollar. Hence, during. 
that period the pound was dep-eciated in terms of both the Canadian 
and American dollars, while tte Canadian dollar was depreciated in 
terms of the American dollar; in other words, temporarily, Canada 
had a competitive exchange pcsition that was advantageous relative 
to the United. States. but disacvantageous relative to Great Britain. 
Yet, in 1932, it was in the Britis: market that Canadian exports started 

“For a more extended discussion oz the external adjustment, cf. E. Marcus, “The 
Cyclical Adjustment Pattern of an ‘Op=n Economy’: Canada, 1927-1939,” Econ. Jour, _ 
June 1952, LXTI, 305-17. 


55 1035-1939 equals 100. Source: Mo. Fev. Bus. Stat. This movement was similar to the 
course -of industrial production in the Jnited States. The Federal Reserve Board index 
declined from its September 1929 high cf 116 to 52 in July 1932, rose to 62 in October 
1932, then dropped back to 55 by the enc of the year and to 54 in March 1933 (1935-1939 
equals 100, unadjusted index). 
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to recover, while shipments to the United States continued declining as 
a result of the continued drop of economic activity there. The drop of 
the Canadian dollar in New York, from September 1931 to April 1933, 
did not counteract the depressing effects of the receding activity in the 
United States, whereas the British recovery, and accompanying rise in 
domestic purchasing power, were strong enough to offset the effects of 
the depreciation of the British pound in terms of the Canadian dollar. 
On. the other hand, in the spring of 1933, the U.S. dollar dropped 
sharply, in terms of the Canadian dollar (and other currencies); de- 
'spite this apparent exchange disadvantage to Canada, the accompany- 
ing rise in U.S. incomes in response to the various New Deal measures 
resulted in a sharp rise in Canadian exports to the United States. In 
both periods, it was the domestic incomes, rather than the foreign ex- 
change price effects, that dominated the movement of Canadian exports. 

Coincident with the British recovery the turning point in many 
Canadian export indices: occurred in mid-1932, particularly those for 
the sterling bloc markets—foodstuffs, nonferrous metals, and auto- 
mobiles. Because of the particular commodity markets first receiving _ 
this stimulus, the geographical distribution of recovery in Canada was 
initially uneven, the Prairie Provinces (Alberta, Saskatchewan, and 
Manitoba) experiencing. more benefit than Quebec, where the wood 
pulp and newsprint industries were still suffering as a result of their 
dependence on the U.S. market. For example, bank debits in the Prairie 
Provinces in 1932 were only 8 per cent below 1931, whereas in Quebec 
they were almost 21 per cent lower. 

Then, in March 1933, the American recovery began. This aided 
Canada both directly, because of the increased buying by Americans, 
and indirectly, the intangible currents of American business psychology 
spreading northward across the border. This almost immediate reaction 
can be seen readily in the export statistics. In the first four months of 
1933 Co AME Us States. (excluding gold) were 
almost-40- per c elow the first four months of 1932; in Ma$-June 
they were only 314 per cent less; and in July 1933, 42 per cent higher 
than in July 1932. 

Practically every important Canadian index that had not turned up 
with the 1932 British upswing recovered in the 1933 American boom- 
let." The almost unanimous agreement in timing of the American and 
Canadian series is obvious; only newsprint exports lagged, because 


"For a somewhat more extended discussion, cf. Marcus, "The Cyclical Adjustment 
Pattern of an ‘Open Economy, " loc. cit., pp. 308-11. 
Son The immediate and widespread influence of the U.S. upturn is seen in the sharp re- 
versal from decline to rise in almost everyone of the forty leading indicators of Canadian 
economic activity in the months after the start of the New Deal. 
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American newspaper advertising, and thus newsprint consumption, 
lagged until the last quarter oí the year.** In common with most of the 
world Canada was starting th» climb up the business cycle again. 


III. The -933-1937 Upswing 


During these years Canada enjoyed an upswing, although not back 
to full employment. The mining industry led the recovery, while wheat 
was a conspicuous laggard. 

The expansion of mining ottput was paced by gold. The rise in its 
Canadian dollar price after the 1931 departure from the gold standard ` 
while production costs were falling furnished a strong stimulant. More- 
over, since Canadian gold was frequently found in conjunction with 
other metals, production of these others also rose, aided by an expand- 
ing British demand for housing, and later for rearmament. Moreover, 
many mining companies had completed large-scale programs aimed at 
achieving greater efficiency; these had been initiated before the 1929 
depression broke, but the resul-ing reduction in costs could now be re- 
flected in a quickly increased output? 

The partial replacement of wheat exports by the mines' output is 
shown strikingly in the annual figures in Table I. 


TABLE I.—CANADIAN EXPORTS 
(Annually; milions of Canadian dollars) 


Wheat and | Percentage Non- Percentage Selected Percentage “ 























Year Wheat of 1928 moretary of 1928 Nonferrous of 1928 

Flour Exports Golde Exports Metalst Exports 
1928> $498 100.0 , 100.0 $ 66 100.0 
1933 142 28.5 j 205.0 51. 17.3 
1934 150 30.1 285.0 66 100.0 
1935 156 31.3 297.5 84 127.3 
1936 237 47.6 : 330.0 103 156.1 
1937 182 6 —L— H5 UE 230.3 

- [a 





“44 = 
a Newly mined gold., S110dx9 . y 
b 1928 rather than 1929 was selected, because of the wheat holdback in the latter year. 
e Aluminum, copper, lead, and nickel. 


“This lag of newspaper advertising 3ehind general business activity in the recovery 
phase was a characteristic commented or by C. V. Kinter, “Cyclical Influences on News- 
paper Advertising,” Am., Jour. Econ. Soc., Oct. 1947, VII, 88. 

“This and the following paragraph are a summary of material from the Canadian 
Dominion Bureau of Statistics reports on various phases of the mining industry; the 
Canada Year Book annual issues; reporzs by the provincial Bureau of Mines in Ontario 
and Quebec; annual reports of the leading Canadian mining corporations; the annual issues 
of The Mineral Industry, edited by G. A Roush (New York); and contemporary reports 
in the Financial Post, Monetary Times, Northern Miner, ard Economist. The table is 
based on data in the Trade of Canada. 
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The wheat areas continued to remain depressed as prices remained 
low and large stocks accumulated, both in Canada and abroad. Inter- 
vention by the Dominion government, which had started in 1930, was 
not sufficiently strong to offset the world-wide depression in the grain 
trade. Throughout the ’thirties the Canadian Wheat Board dominated 
the movement of Canadian wheat, selling off stocks gradually, particu- 
larly in 1935-1937, as wheat prices recovered.” 

In a pattern strikingly similar to that before the 1929 turning point, 
the Canadian. recovery ceased before the American cycle reached its 
peak. Once again there were specific difficulties within the newsprint 
and wheat sectors that accounted for the turning point within Canada. 
Canadian wheat and paper indices started to falter several months 
before the 1937 drop in the United States. The recovery in Great Brit- 
ain showed signs of hesitation in the later half of 1936, thus ending 
the upward movement of Canadian exports to that country. Wheat and 
wheat flour exports were particularly affected. 

Meanwhile, in the United States, perhaps as an advance sign of the 
recession, newspaper advertising ceased to gain at the beginning of 
1937. American newsprint production also stopped increasing. Hence, 
by the early spring of that year, Canadian wood pulp exports to the, 
United States were losing momentum, as-had also occurred eight years 
before. 

At the same time, costs in Canada, as well as in the United States, | 
were rising rapidly, tending to make new investment less profitable. 
The price index for 30 Canadian industrial materials rose 25 per cent 
from October 1936 to March 1937, more than in the preceding three 
and a half years. Wholesale prices rose 12 per cent from May 1936 to 
July 1937, or as much as in the preceding three years. Comparison of 
raw material and manufactured goods! prices is made in Table II. 

In general, it can be said that in 1936-1937 raw material prices (7.e., 
costs) were rising faster than manufactured goods’ prices (i.e., selling 
prices), thus putting pressure on per-unit margins. Wage rates, too, 
were rising, the 1936 to 1937 increase of 7.4 per cent exceeding that of : 
the entire preceding three-year period (5.8 per cent). : 


IV. The 1037-1938 Recession and Recovery 


These various difficulties within the Canadian economy made it 
vulnerable to the 1937 recession in the United States. However, unlike 
the situation in 1929, Canada's other foreign markets continued to pro- 
vide support, as a result of the increasing rearmament programs. For 


? For a discussion of the wheat situation, cf. contemporary accounts in Wheat Studies 
and the Economist. 
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"TABLE II.—CANADIAN Price INDICES 











(1926 — 100) 
Percentage Percentage 
y 1 Rise, 1033 LM Rise, 1936 
E | to 1936 8 to 1937 
Field Origin ‘ 
Raw materials 34.55 55.0 59.4 91.0 65.5 
Manufactured 65.2 70.3 7.8 87.0 : 23.8 
Animal Products E 
Raw materials . 55.0 70.1 27.5 84.9 21.1 
Manufactured 58.8 70.0 19.0 79.0 12.9 
Forest Products f 
Raw materials 64.4 73.6 14.3 98.0 33.2 
Manufactured 55.9 55.9 0.0 70.25. 25.6 
Mineral Products 
Raw materials 74.8 78.8 5.3 88.8 12.7 
Manufactured 83.4 $4.8 1.7 93.1 9.8 














a For more than a year, following the 1933-1934 upswing, wholesale prices had remained 
fairly stable. These eight groups then resumed their rise at varying months in 1936, the par- 
- ticular month for the start having been selected after inspection of the charted time series., 
b December 1932. 
° January 1938. 
For descriptions of the indices, see the Dominion Bureau of Statistics’ annual series, Prices 
and Price Indexes. . 


example, in Great Britain, despite the recession there, construction and 
heavy goods industries held up, thus sustaining the demand for Ca- 
nadian nonferrous metals." As a result, the decline in the level of 
economic activity within Canada was less, proportionately, than thet 
in the United States. Although the latter's exports were also aided by 
the overseas rearmament outlays, the lesser rôle played by foreign 
trade made the stimulating effects much less intense. 

The support provided by the Canadian mining industry made it, in 
the, words of an Economist correspondent, “one of the chief buttresses 
of Canada’s economy.”” The value of its output was down less than 5 
per cent from 1937 to 1938, while employment actually rose. Of the 
main minerals, physical output rose from 1937 to 1938 for gold, copper, 
lead, zinc, petroleum, and natural gas. Silver, salt, and gypsum de- 
creased less than 5 per cent and only asbestos showed a decrease larger 
than 10 per cent. 

The lesser impact on Canada is shown by the production indices in 
Table IIT. ` a 

In contrast to the preceding (1929-1933) depression, recovery came 


= Y, A. Brown, “The 1937 Recession in England," Harvard Bus. Rev., 2, winter 1940, 
XVIII, 254. 
? July 16, 1938, p. 120. 
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quite quickly. The American pump-priming policy plus European re- 
armament soon brought both Canada and the United States into the 
upward phase of the cycle for the remainder of the period before the 
outbreak of the war. Many British armanent orders were placed with | 
Canadian firms, particularly in the iron and steel industry, including 
contracts for the construction of new plant facilities. 

With the revival of U.S. industrial output and incomes, Canadian 
exports to the United States picked up, increasing almost 70 per cent 
from February to November 1938. Exports to Great Britain almost 


TABLE III.—CANADIAN AND UNITED STATES PRODUCTION INDICES 
(1935-1939 = 100) 


z. 




















: 1937—1938 Percentage 
1937 High Low Drop 
Manufacturing production 

Canada 118.4 89.5 —24.4 

US. ' 123 79 —35.8 : 
Producers’ goods—Canada 115.2 94.8 —17.7 
Durable manufactures—U.S.2 135 66 —51.1 
' Machinery—U.S. 134 75 —44.0 
Consumers! goods—Canada 114.9 . 91.4 =20.5 
Non-durable goods—U.S. 114 88 —22.8 


* Includes transportation—automobiles, aircraft, railroad cars, etc. 


doubled from April to October 1938. The main nonferrous metals— 
aluminum, copper, lead, and nickel—now accounted for 15 to 20 per 
cent of total Canadian exports; double the proportion of the pre-1930 
years. Wheat and wheat flour exports recovered, too, both because of 
the general rise in incomes throughout the world, and because of stock- 
piling programs in anticipation of war. 

Hence, with the European armament programs sustaining exports to 
that area, and with the additional support afforded by the revival in the 
United States, Canadian indices turned up, soon recovering most of 
. the ground lost in 1937-1938. From the 1938 low to the highest succeed- 
ing month before the outbreak of World War II, Canadian manufac- 
turing output rose 24 per cent; mining output rose 35 per cent, to a 
level 10 per cent above the 1937 high. The producers’ goods industries 
also stepped up production sharply, with an increase of 22 per cent, to ` 
equal the 1937 high, partly as a result of the tripling of new private 
construction contracts awarded. Although a level of full employment 
was not attained until the wartime period—even the 1937 high had. 
not reached that point—it was still a decidedly upward movement. 
With the outbreak of hostilities, of course, the indices were to register 
much greater gains. 
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V. Summary and Conclusion 


ue factor which should be stressed is the importance of events and 
tendencies which were of particular concern to the Canadians, or to 
some one Canadian activity, yet which, in themselves, were not major 
events of international significance. The pressure by American pur- 
chasers of newsprint for price cuts in 1928, on the surface, was a purely 
local problem, hardly important enough to count, as a cycle determi- 
nant. Yet, because of its occurrence at a time when the Canadian 
newsprint industry had expanded so greatly as to put itself in a vulner- 
able position, the American publishers were able to seize the opportu- 
- nity to “break” the existing schedule of prices. This, in turn, by causing 
an important segment of the Canadian economy to suffer, helped to 
bring about the earlier turn in the Canadian cycle in 1929. 

In fact, one is struck by the importance of the economic relationships | 
between particular segments of the economy, especially for the expla- 
nation of the upper turning point. It has usually been this intertwining 
of relationships that has served to explain the specific movements ana- 
lyzed. Thus in 1929 it was not the succession of events leading up to 
the world-wide collapse in the autumn, but the developments centering 
around the expected poor wheat harvest within Canada—and the re- 
sulting wheat holdback—that explain the drop in Canadian exports 
and the accompanying adverse balance and foreign exchange difficulties. 
True, Canada was also caught up in the same forces thai were working 
on the other countries of the world, but these were not the dominating 
factors directly determining the Canadian turning point. We thus come 
back to what have been termed “real causes,” such as D. H. Robertson 
offered as possible explanations of the cycle—changes in overseas 
demand as a result of the vagaries of harvests, war, fashion, etc.” The 
unity of international markets, the interconnections as a result of inter- 
national specialization, all the innumerable ties that connect the sup- 
plier with his customers, become the logical answer for the analyst 
seeking to determine the cause and effect of movements in tbe level of 
activity of related trades. 

To a certain extent this relative independence from world cyclical 
events had an element of the fortuitous. The fortunate possession of 
undeveloped mineral resources which came within the range of efficient 
operating costs at just the appropriate time helped make possible the 
beginning of the upswing in 1932-1933. What would have happened to 
the Canadian economy if its vast reserves of unmined gold had not 
existed, as well as the accompanying expansion of the base metals, is 


7? Cf. eg, A Study of Industrial Fluctuation (London, 1915), especially pp. 71-73, 148- 
49, 181-82. 
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not difficult to imagine. The wheat economy was depressed; the news- 
print industry was plagued with low prices, overproduction, and wide- 
spread bankruptcies; neither of these could have provided the neces- 
sary stimulus. Certainly, Canada was fortunate in possessing these 
alternative natural resources at just the right stage of development to 
come into production on a tremendously enlarged scale. 

For the analysis of the upswings, it has been the income levels of 
the main Canadian customers—the United States and Great Britain— 
rather than price movements that have been important. This was most 
strikingly illustrated during the 1931-1933 period of currency disturb- 
ances, when Canadian exports rose to those countries whose internal 
activity was improving, even though their currencies had depreciated 
relative to the Canadian dollar, and exports suffered if the consuming 
country’s activity were decreasing, even though its currency had ap- 
preciated in terms of the Canadian dollar. 

During the twelve years studied price was of some importance in 
determining the demand for Canadian products—for example, too high 
a price for wheat in 1929 resulted in the loss of much of her overseas 
market. The significance of the influence of price was reduced, however, 
by the fact that the leading Canadian exports were governed by a 
demand that was comparatively inelastic; for newsprint, the main 
destination was the American newspaper industry, where stability of 
the newsstand price and advertising rates prevented any variation in 
the cost of newsprint from being reflected in the final price to the 
reader, thus nullifying any effects through derived demand. Similarly, 
most of the outlets for Canadian nonferrous metals were also character- 
ized by an inelasticity of demand. Much of this demand, particularly in 
the late 'thirties, was in the growing rearmament progams; here the 
volume purchased depended on the size of the country's budgetary 
appropriation, rather than the price of the materials required. More- 
over, since Canada was a low-cost producer of most of these minerals, 
further reduction of the sales price would not have increased her rela- 
tive advantage, and thus her share of the market, since she already had 
a commanding position. As for wheat, other than the importance of the 
relative price as compared with competing wheats, the inelasticity of 
demand for such foodstuffs also worked to minimize the influence of 
price variations. 

In brief, Canada was free to depress herself in advance of the world ` 
turning point, but she could not recover before her main foreign 
markets also enjoyed an upswing. 


SRAFFA’S RICARDO: 


. By GEORGE J. STICLER* 


Ricardo was a fortunate man. He lived in a period—then drawing to a 
close—when an untutored genius could still remake economic science. He 
lived in a nation where two great problems, inflation and free trade, -gave 
direction. and significance to economics. And now, 130 years after his death, 
he is as fortunate as ever: he has been befriended by Sraffa—who has been 
befriended by Dobb. 

Keynes told us, in 1933, that Sraffa, “from whom nothing is hid,” would 
give us the full works of Ricardo within the year.? The truth of the first part 
of the statement had as its cost the falsification of the second, and it has 
been a splendid bargain. For Sraffa’s Ricardo is a work of rare-scholarship. 
The meticulous care, the constant good sense, and the erudition, make this a 
permanent model for such work; and the host of new materials seem to suggest 
that Providence meets half-way the deserving scholar. The Royal Economic 
Society, his patron, displays its justifiable pride in the outcome of this venture 
by the excellence of the presentation of the work. 

. l'shall not attempt any general estimate of Ricardo's work. It does not 
seem called for: these nine volumes often amplify and sometimes modify our 
understanding of his doctrines, but they do not change it in essentials. This 
is desirable as well as inevitable: it would be high tragedy if Ricardo had 
been forced to wait more than a century before revealing his ideas. Moreover, 
there is little point in the conventional "estimates" of past economists. One 


can indeed debate the desirability of the influence Ricardo exerted on eco- 


nomics, but his vast influence is undeniable and the debate serves no clear 
purpose beyond exciting his heirs and intellectual assignees. I doubt whether 
dead professors should be graded—but for those who must have grades, I 
think Ricardo's policy recommendations were profoundly good but his theory 
"was not of the highest quality.? 

Be that as it may, I shall restrict my comments to three sub?ects: the 
-quality of the-edition; Mill’s influence on Ricardo; and Ricardo and Malthus 
on Say’s Law. 


* The author is professor of economics at Columbia University. . 

1 Reflections on The Works and Correspondence of David Ricardo, edite? by Piero 
Sraffa with the collaboration of M. H. Dobb, in nine volumes (Cambridge, Eng. and New 
York, 1952). References to volume and page will be byeroman and arabic numbers 
respectively. 

3 Essays in Biography (London, 1933), p. 138. 

? And T. W. Hutchison flunks him; “Some Questions zbout Ricardo,” Economice 
(1952), XIX, 415-32. 
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I. The Quality of the Edition 

Sraffa’s edition seems to breathe precision, so it was only with difficulty 
that I brought myself to test a small portion of it. The test consisted of a 
comparison of roughly one-tenth of the paragraphs of his text of the Prin- 
ciples with the first edition.* The impression of precision is well-founded; I 
found only one large error. Any economist who does not appreciate how 
extraordinary such accuracy is, should spend an hour or two checking pub- 
lished quotations. 

Aside from the introduction to Volume I, Srafía's editorial prefaces and 
notes serve an informative, rather than an interpretive, function. This severe 
self-abnegation was wise: the facts are relatively timeless but even the best 
analysis of a predecessor will change with the interests and knowledge of the ' 
science. The editorial notes are superb. They seem unbelievably omniscient; 
they are never obtrusive or pedantical; and they maintain unfailing neutral- 
ity. Their presence not only.clarifies much of Ricardo's work but also pro- 
vides a vast fund of information on the economics of the period. 

Others may be as uncomfortable as I at undiluted praise, and perhaps one 
should criticize Sraffa for the insertion of an erroneous “not” (VIII, 359) or 
argue the irrelevance of the splendid tale of Mr. ————— (III, 427 ff.) in order 
to emphasize more subtly the superlative quality of the scholarship. But usual 
rules must bow to unusual events: here is a task that need not be performed 
again. 


Bus Mill and. Ricardo 


Ricardo' S correspondence opens in 1810, a year after P" made the public 
plunge into economics, and closes with the sad letters of his friends describing 
his death in 1823. In the former year he was 38, Malthus was 44, Say was 43, 
James Mill was 37, McCulloch was 31, and John Mill, still busy with Greek, 
was 4. 

In the few letters between Say and Ricardo, the Frenchman seems soft and 
muddled in comparison with the tough-minded Ricardo. Say's approach was 
fundamentally much more modern than that of his English contemporaries, 
but he lacked the intellectual power to develop it satisfactorily. The corre- 
spondence makes McCulloch out a less servile and uncritical disciple. than 
legend would have him; for example, he sturdily opposed, although not on the 
best grounds, Ricardo's mistaken theory of the.effects of machinery (fixed 
capital) on wages (VIII, 381 ff.). The many letters to Trower, an intelligent 
stockbroker friend of Ricardo's, provide exercise in exposition to Ricardo and 
relaxation to the reader. Trower -was an amiable man, and one imagines with 
compassion his reception when he unsuccessfully tried to tell a rural audience, 


* Sraffa will be pleased te learn that his conjecture as to how two Chapter VIII's ap- 
peared in the first edition is verified (I, xxviii). The copy in the Columbia library has an 
uncorrected page 220,'which continues with the opening passages ‘of the second Chapter 
VIII; the corrected pages 219-22 were bound in the index. 


5Sraffa fails to report, I, 149, line 24, that "they" was “we” in the first edition. 
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at a time when the price of corn was catastrophically low, that its troubles 
were augmented by decreases in agricultural taxes (IX, 165n.}. 

The major interest of the correspondence lies in the letters of Mill and 
Malthus, most of which have not previously been published. The Mill letters 
illuminate his rôle in directing Ricardo’s career—they are unimportant on 
matters of economics since Mill was inactive in economics during most of the 
period. The Malthus letters present the debate over a large number of scientific 
differences that separated the two leading English economists of the period. 
We begin with Mill. . 

Mill had come to London in 1802 to make his way as a writer—a move that 
surely improved the Scotch Preskytery as well as the literary journals of 
London. 


The extent of his acquired knowledge and original thinking, when he left 
Scotland at the age of twenty-nire, will be judged by what he was able to 
do in the next few years. He kept back from.the aspiring Scotchman's 
venture upon London, until he had attained an unusual maturity of in- 
tellectual power; while possessed of good ballast in the moral part. 
Moreover, we are to conceive of him as a youth of great bodily charms. 
One of my lady informants spoke of him with a quite rapturous admira- 
tion of his beauty. His figure and proportions were fine; the short 
breeches of the time showed a leg of perfect form. His features beamed 
with expression. Nothing was wanting that could prepossess people's 
favourable regards.’ 


Already in 1804 he wrote a first, very poor pamphlet on foreign trade,’ and : 
in 1808 a second, very able pamphlet, Commerce Defended, so he was already 
an economist of sorts when his acquaintance with Ricardo began. 

Ricardo had a great respect for Mill, and so should we. Mill had an in- 
tegrity, a strength of purpose, and a public spiritness that ordinary men can 
only admire. He married in 1805, apparently not very wisely, and the twenty 
greatest years of his professional liie were devoted to earning a livelihood as 
a journalist and editor. He lived paztly on the bounty of Bentham, a crotchety 
landlord. Yet over these years he found the time and energy to educate his 
oldest son in a manner unparalleled in written history, and to write his famous 
History of British India. 

Mill was a man of considerable logical power, wanting only that mysterious 
gift of insight to achieve greatness. His will could shatter Sheffield steel, and 
his opinions were no softer;—here is an example: 


We are as little able to humble Bonaparte, as Bonaparte is to humble us. 
'There is hardly any human event that is less within the reach of chance 
than the humiliation of Bonaparte by the prolongation of our hostilities. 
This is a truth in which all men appear at last to be agreed; it is so evi- 
dent that it seems to defy objection.? 


* A. Bain, James Mill (London, 1882), p. 35. 
* An Essay on the Impolicy of a Bounta on the Exportation of. Grain. 
5 Commerce Defended (London, 1808), >. 128, 
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The portrait of the cold machine of a man drawn in his son’s Autobiography 
is no doubt a fair-minded picture, but reflects also the serious human short- 
comings of the artist. The letters show a little more of the human being, 
although the gallantries to Ricardo’s womenfolk are most ponderous. In plain 
fact, I disagree with Bain: something was lacking in Mill to prepossess our 
favorable regards. But let us get on to Ricardo. 

In the late summer of 1815, Mill began to press for a treatise. Ricardo was 
settled on his estate, Gatcomb Park, and now “sufficiently rich to satisfy all 
my desires, and the reasonable desires of all those about me” (VI, 262), when 
Mill’s campaign began. 

When I am satisfied, however, that you can not only acquire that reputa- 
tion [for talents, and profound knowledge of an important subject], but 
that you can very greatly improve a science on which the progress of 
human happiness to a singular degree depends; in fact that you can im- 
prove so important a science far more than any other man who is devoting 
his attention to it, or likely to do so, for Lord knows how many years— 
my friendship for you, for mankind, and for science, all prompt me to 
give you no rest, till you are plunged over head and ears in political 
economy. 


I have other projects upon you, however, besides. You now can have no 
excuse for not going into parliament. ...(VI, 252.) 


Within a week Ricardo agreed to make the attempt: 


Whether it be art in you, knowing how effectual the desire of distinction 
is in calling forth exertion and talent, to persuade me that I have certain 
capabilities, in order by the reward which you display in such glowing 
colours, and to which I am feelingly alive, to stimulate me to exertion 
.and put my power to the test,—or whether you are really satisfied that 
I have thcse capabilities I am not quite sure,—but of this I am certain 


that if the latter is your opinion you are completely deceived. ... The 
experiment shall however be tried,—I will devote as much time as I can 
to think and write on my favorite subject. ... (VI, 262-63.) 


The letters now unfold the picture of a strict but kindly master dealing with 
a brilliant but unconfident and procrastinating pupil. There are detailed in- 
structions on the high art of composition (VI, 329, 339),—and even on the 
way to organize one's time (VI, 340). Ricardo periodically despairs, as in a 
letter to Trower: “Thus you see that I have no other encouragement to pursue 
the study of Political Economy than the pleasure which the study itself affords 
me, for never shall I be so fortunate however correct my opinions may become 
as to produce a work which shall procure me fame and distinction" (VI, 315; 
also VII, 54, 89). But the taskmaster just as often revives confidence: “For 
as you are already the best thinker on political economy, I am resolved you 
shall also be the best writer" (VI, 340). | 

By .the fall of 1816 Mill is receiving portions of the manuscript, and his 
reaction could not fail to encourage any author: 


My opinion may be given in very few words; for I think you have made 
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out all your points. There is not a single proposition the proof of which 
I think is not irresistible. . . 


You have, therefore, made great progress toward the production of a 
most admirable book. The style also, is really excellent... . And easy 
then for you to put the last hand to a "work which will gain you immortal 
honour (VII, 98-99). 


Ricardo expresses his indebtedness in generous terms: ^ 
* d 


How very encouraging your letter is! . . . If I am successful in my under- 
taking it will be to you mainly that my success wiil be owing, for without 
your encouragement I do not think that I should have proceeded, and 
it is to you that I look for assistance of the utmost importance to me— 
the arranging the different parts, and Ce waat may be SEU 
(VII, 100-01). 


In the spring of 1817 the Principles appeared, but Ricardo was given no 
rest. He must have shivered at Mill's wish to have a cottage within a couple 
of miles of Gatcomb Park: “how I would keep you to it!” (VIT, 184). Ricardo 
again hesitates at Mill’s bold plans: 


In the first place I am not very persevering, unless the object for which I 
work is steadily before my eyes.—1 have all the disadvantages too of a 
neglected education, which it is now in vain to seek to repair. It would 
be wise in me to stop where I am and not like a desperate gamester 
venture my gains to the fearful odds to which they are exposed. My mind 
often misgives me about the Parliamentary scheme, and I think if you 
knew me as well as I know myself you would advise me against it (VII; 
190). 


Such excuses were to Mill mere literary lace: 


Which of our educated sparks has written such a book as yours? em 
196). 

You are now, beyond all dispute at the head of Political Economy. Does 
not that gratify your ambition? And who prophesied all this? Tell me 
that! And scolded you on, coward that you are? Tell me that! (VIII, 10). 


And so, in the fall of 1818 the seat in Parliament is arranged, and Ricardo 
is instructed to write political discourses as practice for his réle of legislator. 

Should we take these letters at face value and credit Mill with the existence 
of Ricardo’s treatise? I do not know. We must recall that Ricardo wrote the 
two pamphlets on the bullion controversy and the Essay (1815) without 
apparent intervention by Mill, and the Proposal (1816) is due chiefly to 
Pascoe Grenfell’s solicitation. Interest, leisure, and ambition supported the 
writing of the Principles. Nor is there any evidence that intellectual humility 
was an obstacle to publication for Ricardo. He never deferred to the 
authority of Malthus, Say, or even Smith; it is always his literary accom- 
plishments, and never his beliefs, for which he apologizes (e.g., VII, 140). 
The apologies were justified, and a comparison of the early’ pamphlets with 
the Principles reveals precious little progress in this respect for which Mill 
might claim credit. Perhaps Ricardo had a phobia on literary composition 
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that it took a Mill to overcome, but perhaps also Mill, with all his fussing 
and prodding, merely hastened the work. 

I shall not follow any farther the schemes of the Scotch impresario, but be- 
fore we leave him, let us hear Ricardo’s response to still another plan: 


This scheme would not contribute to my happiness. You are mistaken 
in supposing that because I consider life on the whole as not a very 
desirable thing to retain after 60, that therefore I am discontented with 
my situation, or have not objects of immediate interest to employ me. 
The contrary is the case—I am very comfortable, and am never in want 
of objects of interest and amusement. I am led to set a light value on life 
when I consider the many accidents and privations to which we are liable. 
. . No one bears these serious deprivations with a better. temper than 
myself, yet I cannot help anticipating from certain notices which I some- 
times think I have, that many more await me. I have not I assure you 
seriously quarreled with life,—I am on very good terms with it, and 
mean while I-have it to make the best of it, but my observation on the 
loss of esteem and interest which old people generally sustain from their 
young relatives . ..: convinces me that general happiness would be best 
. promoted if death visited us on average at an earlier period than he now 
does (VIII, 253). . 


Ricardo got both wishes: he did not become a director of the East India 
Company; and within three years he was dead. 


III. Ricardo and Malthus: Say's Law 


Malthus was already the celebrated author of the Essay on Population and 
the only professor of political economy in England when his friendship with 
Ricardo began. They must have been uncommonly fond of each other to 
persist in an intimacy despite great scientific and intellectual differences and 
despite their rivalry for the dominance of English economics. ` 

Malthus ‘had one, wondrous gift, the intuition to bring to an explicit level 
deep problems of economic life. His claims are vast: he was an independent 
discoverer of the “principle” of population; of the theory of rent; and of the 
fact of a relationship between saving and the level of economic activity. And 
. he had one great weakness—he could not reason well. He could not construct 
a theory that was consistent with either itself or the facts of the world. 

The correspondence should perhaps give us occasion for despair. The leaders 
of the. science, honorable men seeking earnestly for truth, could hardly ever 
resolve a difference after the most protracted exchanges, and the pages on 
pages of dreary repetition of arguments tells us again how odd an instrument 
the human mind is. It would be admirable training, and in more than eco- 
nomics, for our graduate students to write analyses of one of these disputes. 

We could follow their early exchanges over the theory of profits or their 
final dispute over the measure of value, but most readers will probably prefer 
a discussion of the controversy over what is called Say's Law. 'This choice is 
commended by its impartiality, for neither man held an enviable position. 

J. B. Say first presented his law of débouchés, without fanfare or details, 
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in 1803, Each individual specializes in production, and the surplus of his 
product over his needs is exchanged for the surplus products of others. 


This shows, I believe that it is not so much the abundance of money, but 
rather the ‘abundance of other commodities in general, that facilitates 
sales. . 


In this double exchange, money fills only a transitory function. . . . 
As a result, when a nation has too much of one kind of product, the way 
to dispose of it is to produce another kind.? [my translation] 


Without elaboration or application this theory could mean little or much; a 
theory draws much of its content from its enemies. 

Mill presented a similar theory in Commerce Defended; it is uncertain 
whether he was an independent discoverer.? One may say that if Say in- 
vented the.weapon, Mill was the first to slay a duck. The duck was William 
Spence, a physiocrat, who argued, imier alia, that the expenditure of land- 
lords on luxuries was essential to maintain the markets for agricultural 
produce (and inferentially, all markets). Mill refuted this argument by 
showing that savings which were invested would continue to provide a demand 
for the services of the "sterile" groups." 

Mill went on to dispute a notion of the Economistes that “there is only 
... a market for a given quantity of commodities, and if you increase the 
supply beyond that quantity you will be unable to dispose of the gapis: 1a 
Mill was led to state the law of markets: 


But if a nation's power of purchasing is exactly measured by its annus] 
produce, as it undoubtedly is; tke more you increase the annual produce, 
the more by that very act you extend the national market, the power of 
purchasing and the actual purchases of the nation. Whatever be the 
additional quantity of goods therefore which is at any time created in any 
country, an additional power of purchasing, exactly equivalent, is at the 
same instant created; so that a nation can never be naturally over- 
stocked either with capital or with commodities; . . .!? 


Mill’s statement was different from Say's in one respect: he explicitly intro- 
duced the condition that the composition of output be adapted to the tastes 
of consumers arid investors. 


? Traité PEconomie Politique, 1st ed. (Paris, 1803), I, 153, 154; see also II, 361-63. 

1 He made no claims of originality and he was already acquainted with Say’s book (sse 
Commerce Defended [London, 1808], p. 76 n.), but also he did not attribute the doctrine 
to Say. i 

"[bid., pp. 68ff. Mill argued parenthetical that the savings would be spent more 
rapidly than the portion of income reserved for consumption; ibid., pp. 76-77. 

* Ibid., p. 80. 

£ Ibid., p. 81. 

«AJ that here can ever be requisite is that the good? should be adapted to one 
another; that is to say, that every man who has goods to dispose of should always find 
all those different sorts of goods with which he wishes to supply himself in return." 
Ibid., pp. 82-83, also p. 85. 
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Ricardo became acquainted with Mill through this pamphlet,* and he em- 
braced Mill’s version without reservation. In fact Ricardo went considerably 
beyond the law in his denial that the quantity of money could have any influ- 
ence on real output. He was called upon in late 1810 to referee for possible 
publication a manuscript of Bentham’s. Bentham made much of the point 
that if an increase in the stock of money were given to the productive classes 
(entrepreneurs), they would bid up prices (thus imposing forced savings on 
fixed income groups) but the amount of investment would be increased. 
Ricardo commented: 


That money is the causes [sic] of riches has been supported throughout 
the work and has in my view entirely spoiled it (III, 318). 


An augmentation of money in all cases operates to the disadvantage of 
some and the advantage of others,—it will neither accelerate nor retard , 
the growth of real riches (IIT, 325). 


Ricardo's obiections were fundamentally empirical: the lag of wages behind 
prices would be of only “momentary duration" (III, 319); and it was “mere 
speculation" whether entrepreneurs would save more of a given real income 
than the fixed income recipients (III, 333; also VI, 15-16). His empirical 
judgments, however, were excessively dogmatic, and he treated his conclusion 
as if it were as certain as an analytical theorem. His objections considerably 
delayed the publication of Bentham’s essay.! 

Within a few months Ricardo made this position public, in the High Price 
of Bullion (III, 120-23), and at the same time disputed the possibility of a 
general glut. Malthus, in reviewing various pamphlets (including both of 
Ricardo's) on the bullion controversy, dissented from Ricardo's argument that 
premiums on foreign currencies are due only to overissue of currency. If 
there is a crop failure, the exchange might move adversely to a country when 
it imported corn because “the prices of commodities are liable to general de- 
pressions from a glut in the market." Ricardo restated Mill's law, with 
characteristic vigor: 


No mistake can be greater than to suppose that a nation can ever be 
without wants for commodities of some sort. It may possess too much of 
one or more commodities for which it may not find a market at home 
. . . but no country ever possessed a general glut of all commodities. It 
is evidently impossible. If a country possesses every thing necessary for 
the maintenance and comfort of man, and these articles be divided in the 
proportions in which they are usually consumed, they are sure, however 
abundant, to find a market to take them off (III, 108). 


Malthus soon sought out Ricardo, and henceforth the controversy continued 
in their correspondence. 


* J. S. Mill, Principles of Political Economy, Ashley ed. (London, 1929), p. 563. 
* It is now to appear in Volume III-of Stark’s edition of Bentham’s Economic Writings. 


"*Publications on the Depreciation of Paper Currency,” Edinburgh Review, No, 34° 
(Feb: 1811), p. 345. 
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During 1814 and 1815, when Malthus and Ricardo were publishing highly 
incompatible pamphlets on the corn laws, the former expressed more openly 
his scepticism of Mill’s law. 


In short I by no means think that the power to purchase necessarily in- 
volves a proportionate will to purchase; and I cannot agree with Mr. 
Mill in an ingenious position which he lays down in his answer to Mr. 
Spence, that in reference to a nation, supply can never exceed demand. 
A nation must certainly have the power of purchasing all that it produces, 
but I can easily conceive it not to have the will. .. . It is not merely the 
proportion of commodities to each other but. their proportion to. the wants 
and tastes of mankind that determines prices (VI, 132). 


Ricardo would not admit the possibility of a lack of desire: 


I go much further than you in ascribing effects to the wants nad tastes of 
mankind,—I believe them to be unlimited. Give men but the- means of 
purchasing and their wants are insatiable. Mr. Mill’s theory is built on. 
this assumption. It does not attempt to say what the proportions will be 
to one another, of the commodities which will be produced in consequence 
of the accumulation of capital, but presumes that those commodities only 
will be produced which will be suited to the wants and tastes of mankind, 
because none other will be demanded (VI, 148). 


Malthus did not deny categoricaliy the insatiability . of human wants, nor 
has any married economist. since his time, but he repeatedly argued that a 
taste for luxuries developed only slowly (VI, 155). It.is difficult to see why 
a lack of wants would lead to a glut of markets, however, since men so con- 
stituted would simply not produce in excess of their desires and any surplus 
of productive capacity would be devoted to tndolence— the, classical: econc- 
mists’ word for leisure? 

J. B. Say dealt more elaborately, but not müh more e precisely, with the 
law of markets in the second edition of the Traité (1814). His formulation 
was essentially a truism: Assume that money receipts are always promptly 
spent; then an offer of one commodity is always an implicit demand for 
another.?? This truism has properly been labeled Say's Identity. Say goes 
beyond this truism, or contradicts it, when he asserts that some commodities 


5 We find Malthus seriously confused on the nature of income. He insisted that the 
“true question" was whether prices would fall if output increased greatly, income remain- 
ing constant, and would not accept Ricardo's argument that income inevitably rose under 
this assumption (VI, 142, 148, 155-156). 

?? Traité d'Économie Politique, 2d ed. (Paris, 1814), Vol. I, Ch. 15. 


™ “Tl est bon de remarquer qu'un produit créé offre, dés cet instant, un débouché à 
d’autres produits pour tout le montant de sa valeur; car tout produit n'est créé que pour, 
étre consommé, soit reproductivement, scit improductivement, et méme pour étre con- 
sommé le plutót possible, puisque toute valeur qui attend, fait perdre à celui qui en est 
actuellement le possesseur, l'intérét de cette attente; le marchand a soin de ne pas avoir des 
marchandises qui. doivent rester en magasin, et le consommateur a soin de ne pas en 
acheter trés-long-temps avant le moment d'en faire usage. Un produit est donc toujours, 
autant que chacun peut, destiné à la pius prompte consommation. Du moment qu'il 
existe, il cherche donc un autre produit avec lequel il puisse s'échanger" (Zbid., pp. 147-48). 
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lack a market because insufficient amounts of other commodities are being 
produced? but he does not introduce any conditions (such as rigid prices) 
which would bring such a disequilibrium about. 

When Ricardo came to write the Principles, he developed the law of 
markets along Mill's line (I, 289ff). He too had each recipient of money spend 
it promptly; “he would not lock it up in a chest" (I, 291). But he asserted 
that no matter how large the accumulation of capital, all commodities could 
` be sold for prices equal to their costs of production provided the commodities 
suited consumers’ tastes: 


There cannot, then, be accumulated in a country any amount of capital 
which cannot be employed productively, until wages rise so high in conse- 
quence of the rise of necessaries, and so little consequently remains for 
the profits of stock, that the motive for accumulation ceases (I, 290). , 


Too much of a particular commodity may be produced, of which there 
may be such a glut in the market, as not to repay the capital expended on 
it; but this cannot be the case with respect to all commodities; . . . (I, 
292). 


It follows then from these admissions that there.is no limit to demand— 
no limit to the employment of capital while it yields any profit, . 
(I, 296). 


In this form the law of markets is no longer a truism, it is the prapeaitigt 
that general equilibrium of the economy, with prices equal to costs (including 
profits"), is compatible with any level of real income. It would be more ap- 
propriate to call this the Mill-Ricardo Law than Say’s Law. 

Ricardo marred this theory by making a concession to Malthus: 


There is only one case, and that will be temporary, in which the accumu- 
lation of capital with a low price of food may be attended with a fall of 
profits; and that is, when the funds for the maintenance of labour increase 
much more rapidly than population;—wages will then be high, and 
profits low (I, 292-93). 


This is consistent with his theory, but he continues: . 


If every man were to forego the use of luxuries, and be intent only on 

accumulation, a quantity of necessaries might be produced, for which 

there could not be any immediate consumption. Of commodities so limited 

in number, there might undoubtedly be a universal glut, and consequently 

there might neither | be demand for an additional quantity of such com- 

modities, nor profits on the employment of more capital. If men ceased 
` to consume, they would cease to produce (I, 293). ? 


"The concession is mistaken: if all luxuries were abandoned for savings, there 
would be nó piling up of necessaries, and for that matter their quantity might 
not increase at all. The,output of fixed capital would rise as that of luxuries 
fell. f 

We should note that Ricardo did not interpret his law of markets as exclud- 


* Ibid., pp. 148-50. 
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ing the possibility of general commercial distress. On the contrary, he devoted 
a chapter (19) to Sudden Changes in the Channels of Trade, which he be- 
lieved could for a time occasion widespread distress. Beginning in 1815, how- 
ever, he made a series of predictions that prosperity would soon come to 
England (e.g., VI, 232, 345; VII, 49, 170-71; etc.). The prediction was con- 
tinuously wrong, and it was no compliment to his intelligence that after 1820 
he blamed the distress on the abundance of harvests. 

The controversy reached a climax with the publication of Malthus’ Princi- 
ples (1820). Malthus’ theory has been praised lavishly in recent times, but 
it does not contain any germs of a theory of underemployment equilibrium. 
We may state with confidence that it does not turn on hoarding: “No political 
economist of the present day can by saving mean mere hoarding; .. ."? In 
fact his theory is entirely nonmonetary in nature, and the prominence given 
to a footnote on the importance of money is hard to explain and impossible 
to justify. : 

The fundamental argument is expressed as follows: 


It is undoubtedly possible by parsimony to devote at once a much larger 
share than usual of the produce of any country to the maintenance of 
productive labour; and it is quite true that the labourers so employed are 
' consumers as well as unproductive labourers; and as far as the labourers 
are concerned, there would be no diminution of consumption or demand. 
But it has already been shewn that the consumption and demand oc- 
casioned by the persons employed in productive labour can never alone 
furnish a motive to accumulation and employment of capital; and with 
regard to the capitalists themselves, together with the landlords and other 
~ rich persons, they have, by the supposition, agreed to be parsimonious, 
and by depriving themselves of their usual conveniences and luxuries to 
save from their revenue and add to their capital. Under these circum- 
stancés, Í would ask, how is it possible to suppose that the increased 
quantity of commodities, obtained by the increased number of produetive 
laborers, should find purchasers, without such a fall of price as would 
probably sink their value below the costs of production, or, at least, very 
greatly diminish both the power and the will to save.?* 


This theory is wrong. Án amount of savings is matched by an amount cf 
capital goods, and the act of saving need exert no downward pressure on the 


?! Principles of Political Economy (London, 1820), p. 32. l 


* The footnote, which has no relevance to the text, is: 

Theoretical writers in Political Economy, from the fear cf appearing to attach too 
much importance to money, have perhaps been too apt to throw it out of their 
consideration in their reasonings. It is an abstract truth that we want commodities, 
not money. But, in reality, no commodity-for which it is possible to sell our goods 
at once, can be an adequate substitute for a circulating medium, and enable us in 
the same manner to provide for children, to purchase an estate, or to command 
labour and provisions a year or two hence. A circulating medium is absolutely neces- 
sary to any considerable saving; and even the manufacturer would get on but slowly, 
if he were obliged to accumulate in kind all the wages of his workmen. ... (Ibid., 
pp. 361-62 n.). 


*£ Ibid., pp. 352-53 (also IT, 301-03). 
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prices of consumption goods. Malthus’ error arises from his assumption that 
capital formation takes the form only of accumulating the necessaries of labor, 
i.e., all capital is circulating capital. 

Ricardo wrote a critique of the Principles at McCulloch’s séquist and a fair 
share of it is devoted to the theory of gluts. Ricardo accepts Malthus’ theory, 
with one important correction. If saving leads to a large accumulation of 
necessarles (Ricardo also improperly identifies capital with circulating 
capital), which is not accompanied by a corresponding increase of population, 
wages will rise; Malthus on the contrary argues that wages will fall.” 


But if a great quantity of commodities will command little labour, every 
labourer will have the power to consume a great quantity of commodities. 
The wil to consume exists wherever the power to consume is. Mr. Mal- 
thus proves that this power is not annihilated but is transferred to the 
labourer. We agree with him and say wherever the power and will.to con- 
sume exists there will necessarily be demand (II, 311). 


Malthus fends this attack by introducing rigidity of wages: ^We know from 
repeated experience that the money price of labour never falls till many 
workmen have been for some time out of work" (IX, 20). Ricardo finds this 
argument without merit: “I know no such thing, and if wages were previously 
high, I can see no reason whatever why they should not fall before many 
labourers are thrown out of work" (IX, 25). Malthus did not pursue this 
argument. 

It is a question of words whether rapid capital accumulation, leading to : 
high wages and low profits, should be said to create a glut; certainly all 
markets still may be in competitive equilibrium, and no commodity need sell 
for less than cost. Whatever its name, Ricardo admits that this situation 
may lead to a cessation of capital accumulation, until the increase of popula- 
tion lowers wages and restores profits. 


Mr. Malthus asks “how is it possible to suppose that the increased quantity 
of commodities, obtained by the increased number of productive labour- 
ers should find purchasers, without such a fall of price as would probably 
sink their value below the cost of production, or, at least, very greatly 
diminish both the power and the will to save? ["] To which I answer 
that the power and the will to save will be very greatly diminished, for 
that must depend upon the share of the produce allotted to the farmer 
or manufacturer. But with respect to the other question where would the 
commodities find purchasers? If they were suited to the wants of those 
who would have the power to purchase them, they could not fail to find 
purchasers, and that without any fall of price (II, 303-04). 


What I wish to impress on the readers mind is that it is at all times the 
bad adaptation of commodities produced to the wants of mankind which 
is the specific evil, and not the abundance of commodities (II, 306). 


This concession pertains only to rapid changes in the amount of savings, and 
is independent of the level of savings. | 


5 Tbid., p. 362 (also II, 316-17). 


N 
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Say made a more prolix refutation in his Letters to Malthus.” Say’s letters 
have considerable merit, and in pzrticular they contain a remarkable sketch 
of the circular flow in an enterprise economy. But they emphasize Say’s lack 
of precision, and at one point he makes a fatal admission: 


-Mr. Ricardo claims that, in spite of taxes and other fetters, the extent 
.of industry is always as great as that of the capital employed, and that 
all savings are always employed because the capitalists do not wish to 
lose the interest. On the contrary, there are considerable savings that are 
not invested when it is difficult to find a use for them, or which, once 
invested, are dissipated in a mistaken undertaking. [my translation] 


Malthus claimed that this concession was "all that I contend for" (VIII, 260), 
which is not true because Malthus did not make hoarding the basis of his 
argument. But he was right in saying that Say did not understand his peculiar 
position: “This important distinction however Say does not make for me, but . 
runs off into an ‘Eh! Monsieur!'" (VIII, 261). Ricardo alsc felt that the 
Lettres “are not very well done" (VIII, 276). 

Ricardo once more came against a critic of the Mill-Ricardo theory when 
he wrote a commentary (IV, 325-56) on William Blake's Observations on 
the Effects Produced by the Expenciture of Government (London, 1823), to 
which Blake wrote a rejoinder. Blake attributed the postwar distress to “the 
transition from an immense, unremitting, protracted, effectual demand, for 
almost every article of consumption, to a comparative cessation of that 
demand.”8 B 


I believe there are at all times some portions of capital devoted to under- 
takings that yield very slow returns and slender profits, and some portions 
lying wholly dormant in the form of goods, for which there is not suf- 
ficient demand. I believe, too, that when capital accumulates rapidly 
from savings, it is not always prac-icable to find new modes of employing 
it. Now, if these dormant portions and savings could be transferred into 
the hands of government in exchange for its annuities, they would be- 
come sources of new demand, without encroaching upon the existing 
capital.?? 


Blake's discussion contained ample confusion and lacunae, but Ricardo's re- 
joinder was not impressive: his mind was closed on the subjec:, and he in- 
sisted on postulating full employment in dealing with a theory of unemploy- 
ment (IV, 356). 

We have touched on only a small part of the contemporary literature 
bearing on market gluts, but a review of Ricardo's works is not an appropriate 
occasion for a full survey. Even this strand of the literature, however, is 
enough to tell us that the analysis rose above the level of bare truisms and 


7 Lettres à M. Malthus (Paris, 1820). There is a grotesque “translation”; Letters to 
Malthus, reprinted (London, 1936). 


“ Lettres, p. 101 n. 
` 3 Observations, p. 88. 
?? Ibid., pp. 54-55 (and IV, 340). 


STIGLER: SRAFFA'S RICARDO 599 


blind disregard of commercial fluctuations. The triumph of Ricardo over 
Malthus cannot be regretted by the modern economist: it is more important 
that good logic win over bad than that good insight win over poor. 


IV. Conclusion 


One leaves Ricardo with some envy. In his time economics was at least as 
pleasant a subject as it is today. The basic truths of the science seemed almost 
within grasp: only a few concepts like the measure of value had still to be 
tidied up, or so it seemed. The frustratingly complex economy which genera- 
tions of research have uncovered was still hidden in the future. The truths 
of economics then led directly to good social policy, which only an unrepre- 
sentative, soon to be reformed, Parliament sometimes prevented from being 
translated into immediate action. The possibility that good economics will 
not inevitably carry the day in a democracy, of which we are acutely aware, 
also dwelled in the unpredicted future. A diligent economist, to mention a 
smaller but not negligible attraction, could read all the worthwhile economics 
appearing and still have time to do work of his own. Indeed, if he were merely 
to reside in London, “the place in which we meet a succession of clever men 
... and in which we gain instruction by the active opposition which all our 
speculations whether right or wrong encounter" (IX, 312), he could exchange 
opinions with a majority of the world's good economists. But we must be con- 
tent with our compensations, which include things as precious as greater 
knowledge and greater humility. _ 

We are still to receive from Sraffa a biography of Ricardo. We shall wait 
for it with the patience which he munificently rewards. 


COMMUNICATIONS 


Biological Analogies in the Theory of the Firm: Comment. 


Edith Penrose’s “Biological Analogies in the Theory of the Firm” appearing 
in the December, 1952, issue of this Review criticises an article of mine ap- 
pearing in the Journal of Politicai Economy on the ground that it rests on 
the theory of biological evolution.t A brief reply may serve to bring out some 
- points of scientific value. 

The presently relevant aspects of my original article can 2e summarized 
briefly. Economics predicts the observable effects of change in exogenous 
and endogenous factors impinging on the operation of the economic system. 
It analyzes the economic effects of these various factors upon the optimal 
conditions of firms and other basic units. From these deduced changes in 
optimal conditions it predicts that the constellation of firms found in a new 
environment will have characteristics closer to the new optimal conditions 
than to the old. It does not (or should not) assert that any or all of the firms 
in the original circumstances will adjust or modify themselves to achieve the 
conditions which are optimal for the new conditions. What it does (or should) 
say is that in the new erivironment the observed characteristics of the popula- 
tion of firms will be found to have changed toward the new optimal condi- 
tions. And this will have happened whatever the wisdom, perspicacity, or 
motivation of the individual firms. Those who like to think that firms are 
able to make the required adjustments are free to do so; others, among whom 
the author is to be counted, can be less restrictive in their axioms and still get 
similar predicted observable circumstances. _ 

These less restrictive axioms do not assert that businessmen try to maxi- 
mize profits, since, with uncertainty, no definite meaning can be attached 
to that prescription of behavior. It is true that there is some situation which, 
if achieved, would, ex post, have yielded a larger profit than any other would 
have. But this situation is unknowable; hence the lack of prescriptive content. 
But the economist can, from certain generalized production functions and de- 
mand functions, infer the directions of changes in the optimal values of the 
variables of these functions if these values are now to approach the conditions 
of the new rather than the old optimum. The economist can do this not be- 
cause he has greater knowledge than the individual firm but because he is 
analyzing changes in the optimum conditions of generalized functions. The 
businessman requires much more than this; he needs to know his particular 
values, not merely the directions of changes between two different optima 
derived from generalized functions. 

'The significant point is that the new optimum is "approached even in the 


* Edith T. Penrose, “Biological Analogies in the Theory of the Firm," 4m. Econ. Rev., 
Dec. 1952, XLII, 804-19. 

Armen A. Alchian, “Uncertainty, Evolution and Economic Theory," Jour. Pol. Econ., 
Tune 1050. L VIT. 211-21. 
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absence of foresighted appropriate adaptive behavior of individual economic 
units. It can be induced by differential growth, viability, or profit rates in a 
competitive regime in which (1) realization of profits is a necessary condition 
for survival, and in which (2) there is a diversity of adjustments manifested 
in the variety of factor-service input ratios or consumption patterns. 

Economic analysis is therefore not merely a theory of the behavior of indi- 
viduals; it is a theory of the operation of an economic system, and it yields 
predictions about the effects of certain changes in both endogenous and 
exogenous factors affecting the economy. To regard it as a theory of indi- 
vidual behavior is fatal.? 

With this prologue I now turn to Mrs. Penrose who says she is “not so 
much concerned to present an analytical critique of the theory as to discuss 
the applicability of the biological analogy and the implications involved in 
its use."* This is a bit puzzling. The theory I presented stands independently 
of the biological analogy. Criticisms of the latter are irrelevant to the theory. 
Mrs. Penrose seems, at the same time, not to have noted another distinction 
—that between (1) the foundations and development of a theory and (2) the 
methods of exposition and presentation of it. In my original article every 
reference to the biological analogy was merely expository, designed to clarify 
the ideas in the theory.* 

Having said this much, I could stop if Mrs. Penrose had criticized only the 
analogy, for then her criticisms would have been irrelevant. But some of her 
criticisms are directed at the theory, and they are incorrect. 

Some of her criticisms rest on logical errors.? Most of her criticisms rest on 


* For example, see the prolonged exchange of views on profit maximization and margin- 
alism beginning with R. A. Lester, “Shortcomings of Marginal Anzlysis for Wage’ Em- 
ployment Problems" (Mar. 1946) and F. Machlup, “Marginal Analysis and Empirical 
Research" (Sept. 1946) and continuing for three years in this journal. Machlup’s defense 
of profit maximization and marginalism against those who were trying to test axioms 
rather than theorems would have been airtight if he had (a) defended profit maximization 
analysis as based on a set of axioms postulating accurate foresight and from which 
theorems about the operation of the economic system are derived rather than as a theory 
of individual entrepreneurial behavior, (b) pointed out the difference between testing 
axioms and testing theorems, and (c) not defended marginalism or profit maximization as 
a basis for describing individual behavior in the presence of uncertainty. 

? Penrose, op. cit., p. 811. 


* Readers of an earlier draft, containing no references to the biological similarity, urged 
that the analogy be included as helpful to an understanding of the basic approach. My 
conviction that they were right has been strengthened by Mrs. Penrose, for, paradoxically, 
she has revealed that the analogy is even better than I had suspected. 


*For example, she confuses necessary and sufficient conditions in saying that if we 
“abandon the assumption” that “businessmen . . . strive to make as much [money] as is 
practicable" and that “if we assume men act randomly, we cannot explain competition, 
for there is nothing in the reproductive processes of firms that would ensure that more 
firms would constantly be created than can survive." Op. cit., p. 812. Except for her in- 
sisting on the analytical use of the biological analogy such inferences on her part would 
be unjustified. Conditions for competition in the two areas, biology and economics, need 
not be the same; and in any event desire to make a profit is not profit maximization 
and furthermore random behavior was not assumed; I repeatedly stated that it was used 
as a starting point for the complete exposition. See also p. 815 where “long run" is in- 
terpreted as an actually realized situation. 


+ 
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a misconception of what I wrote. In an extremely revealing footnote, she 
misconstrued the logic of my position, which she restated as follows: “Econo- 
mists can know the conditions o: survival. . . . Therefore economists can 
know what firms must do to make zero or positive profits. Therefore econo- 
mists can know how maximum profits can be obtained."* Not only do the 
second and third sentences represent a non sequitur, but ir addition they 
exactly reverse my position. Let me explain this by a little analogy(!) A 
football coach knows that the condition of winning is making more points 
than his opponent. Does knowing this imply that the coach can know what 
his team must do in order to win? Does the coach know how this can be 
done? Defining a desired condition is not the same thing as knowing how to 
achieve that condition. The confusion between desired conditions and tne 
methods of achieving those conditions is a confusion which I attempted to 
expose in my original article. Proft maximization purports to be a définition 
of a situation, not a statement of & method of achieving that condition. That 
is what Enke meant when he said it was a description, not a prescription.” 
That distinction is fundamental. Ability to prescribe behavior is not neces- 
sary—however helpful it is—for the economist to perform as an economist. I 
Started my presentation in the original paper with an extreme model of 
“random” behavior in order to emphasize that such special knowledge is not 
necessary. Subsequently, motivated purposive behavior was introduced— 
without implying profit maximizing because this could not be defined. It was 
then stated that even with varied motivations the economist had a method for 
predicting the types of new situations or firms which would have higher 
probability of survival and thus tend to become the dominant surviving type. 


of Mrs. Penrose's criticisms on pages 813-15 miss the point. 

Finally, she asserts that “the Liological framework in which he cast his 
model has led him to underestimate the significance" of the precise róle and 
nature of purposive behavior in the presence of uncertainty and incomplete 
information.? Whether I am right or wrong in my implicit estimation of the’ 
significance of certain undefined types of purposive behavior cannot be judged 
by examining the axioms from which theorems are derived. Only by testing 
its predictive value by empirical investigation can the theory and its implica- 
tions about the significance of a particular type of purposive behavior be 
evaluated properly. 

Surely some of her criticisms must hit their target: but this target is one of 
her own creation—the utilization of strictly analogous reasoning in which 
the concepts, conditions and interpretations of a theory in one discipline are 
blindly picked up and applied in another discipline. Neither Enke nor I did 
that. And there is a grave danger in shooting so many arrows toward this 


° Penrose, op. cit., p. 813, footnote 26. 


"Stephen Enke, "On Maximizing Profits: A Distinction Between Chamberlin and 
Robinson," Am. Econ. Rev., Sept. 1951, XLI, 566-78. 


£ Penrose, op. cit., p. 816. 
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Straw target. Economics may gain much, as it already nds from the concepts 
: ond methods of analya of other disciplines. 
: ; : Juin A, ALCHIAN* 


: * Thé author is associate professor of economics at the University of California, Los . 
Angeles. 


Comment 


In the interests of brevity, I shall make only one important point Br con- 
sidering Mrs. Penrose's footnote 26. She wonders “why it is reasonable (on 
grounds other than professional pride) to endow the economist" employing 
“viability analysis" with the ability to predict the characteristics of surviving 
firms adopted by the environment, while not crediting the entrepreneur with 
equal knowledge. Let us consider gas stations, all operating on a 5 cent a gallon 
retail margin; there is strong price leadership. and enforcement by suppliers, 
so that this margin is not infringed: If this margin were cut to, say 2 cents, the 
economist, or any other informed person, can predict that in the long run (1) 
there will ‘be fewer’ gas stations, (2) gallonages per surviving station will rise, 
(3) services will be cut, (4) more emphasis will be placed on lubrications, etc., 
and (5) costs will fall towards 2 cents a gallon. However, no economist, and 
no one else, can predict which operator on which location with which brand 
and which employees might; in fact, survive. It is within the wit of man to 
describe in aggregate terms some of the qualitative characteristics of surviving 
- firms—but not to prescribe quantitatively the measures: that will maximize 
the pront of an paces firm. TOES pride has nothing tò do with it. 

a i STEPHEN Enxe* 


*The author i isa member of the staff of the economics division, the RAND Corporation. 


Rejoinder 
"qn his original article Alchian wrote: “The suggested approach embodies the 
principles of biological evolution and natural selection. . . ;"* If this and 


similar passages. were not intended tó imply that these “principles” were in 
fact part of the "foundation, ” of this theory, I can only plead a (perhaps 
pardonable) misunderstanding of them. I am happy to accept his assurance 
that the biological analogy was used merely as an expository device. The 
criticism nevertheless remains that the biological analogy places the whole 
problem in a misleading frame of reference. That I say this indicates that the 
differences between Alchian and myself, as he pointed out, go much deeper 
than is revealed by my objections to his analogical reasoning. 

My original criticism of the ‘“‘viability” analysis was simply that it gives an' - 
inadequate and inconsistent account of the significance of human motivation 
in economic affairs, (This is precisely : the reason, incidentally, why the biologi- 
cal model fitted it so well.) In trying to avoid the difficulties inherent in-predict- 
ing human behavior in-an uncertain world, Alchian has given us a model in 


*Armen A. Alchian, "Uncertainty, Evolution and Economic Theory," Jour. Pol. Econ., 
June:1950, LVII, 211 (hereafter cited as Alchian, JPE}. - 
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economics which, it seems to me, (1) explains very little—certainlv much less 
than the traditional economic theory—and relies on a grossly misleading and: 
unjustifiable assumption about competition;? (2) is mistaken as to the appro- 
priate use of the model of the profit-maximizing individual firm in economic 
analysis;? and (3) is inconsistent in its treatment. of knowledge as between 
economists and businessmen.* 


I. The Misleading Assumption of Competition " 


Alchian claims as a chief merit of his theory that it does not rely on “pre- 
dictable individual behavior"; the results yielded by it “will have happened " 
whatever the wisdom, perspicacity, or motivation of individual firms."* He 
rejects the "restrictive axiom" that businessmen try to maximize profits, and 
substitutes the even more restrictive “axiom” that there exists competition so 
intense that firms must conform to “optimum” conditions in order to survive. 
Enke has pointed out that “If there is no competition, a great many policies— 
all ‘good’ but only one ‘best’—will permit an isolated monopoly to survive."* 
Clearly this is true whenever there is a large amount of monopoly in 
any competitive system. Hence it is necessary to assume intense competition 
in order to conclude, as Alchian does, that “Among all competitors, those 
whose particular conditions happen to be the most appropriate of those offered 
to the economic system for testing and adoption will be ‘selected’ as sur- 
vivors,"$ k ; 

Now I should not object to this aspect of his model if Alchian could show 
one of the following to be true: (a) that intense competition could reasonably 
be expected to occur whatever the conscious motivation of individuals; (b) that 
sufficiently intense competition exists in reality; or (c) that the assump- 
tion leads to more useful results than the assumption it displaces. Both (a) 
and (b) are satisfied by the biological theory of natural selection, but my 
original criticism was that neither (a) nor (b) is satisfied by Alchian’s 
model patterned after it. Alchian himself barred (c) as a criterion for de- 
termining the superiority of this theory over the traditional theory when he 
pointed out that both this and the traditional approach yield the same results.? 


*Edith T. Penrose, “Biological Analogies in the Theory of the Firm,” Am. Econ. Rev., 
Dec. 1952, XLII, 812. 


? Ibid., p. 813. 

* Ibid., pp. 813-15. : 
5 Alchian, JPE, p. 211. 

€ Alchian, above, p. 600 (hereafter cited as Alchian, AER). 


"Stephen Enke, “On Maximizing Profits: A Distinction between Chamberlin and Rob- 
inson,” Am. Econ. Rev., Sept. 1951, XLI, 571. 

* Alchian, JPE, p. 213. It should be noted that "appropriate" in this quotation can 
only refer to those "optimal" conditons that can be known in advance by the economist 
from his knowledge of "generalized production and demand functions.” Were it otherwise, 
Alchian’s model would be reduced to the circular and empty proposition that only the 
most appropriate survive because those that survive are the most appropriate. 

? Alchiàn states that with his “less restricted” axioms he can get “similar predicted 
observable circumstances. Enke explicitly notes that predictions are the same on the 
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If I am correct in asserting that none of these three conditions is met by 
Alchian’s model, then the assumption of intense.competition becomes a kind of 
deus ex machina introduced to make the model work, having no justification 
except to serve the purpose of replacing the human motivation so summarily 
dismissed from its former key position. 

Competition cannot reasonably be expected to exist if men are presumed 
to act randomly. Under such circumsíances its occurrence would depend on 
the constant and rapid creation of new firms, and without motivation it is hard 
to see why new firms should be created at all. Even if motivation is introduced 
in the modified form of a “desire to make profits,” there would still be no 
reason why firms should appear in sufficient numbers in exactly the required 
industries or why there should be any response at all to many types of change, 
for example, to a general price rise due to government spending."? This type of 
response can occur only if firms seize on opportunities to make a little more 
profit—and this comes to the same thing, for all theoretical purposes, as the 
assumption that maximum profits are desired.!! The existence of competition 
cannot be explained by Alchian's model, whereas it is explained in the tradi- 
tional model with its quasi-empirical assumption that businessmen desire 
maximum profits. 

There would be no need, however, for Alchian to explain the existence of 

intense competition providing that it were found to represent the facts of the 
real world with reasonable accuracy. But from the evidence at hand one cannot 
well conclude that a notable characteristic of our economic life is the prev- 
alence of the kind of intense competition required to ensure that firms con- 
forming to the “optimum conditions" of a competitive model have a higher 
probability of survival than large diversified firms in protected monopolistic 
positions.!? 





basis of either theory and the economist can predict “as if each and every firm knew how 
to secure maximum long-run profits" (op. cit., p. 5673. On the other hand, Alchian insists 
that “only by testing its predictive value by empirical investigation can the theory . . . be 
evaluated properly” (AER, p. 602). But if we get the same results with two theories, how 
will empirical research help us to choose the superior of them? The conclusions Enke 
draws about his gas stations certainly do not require the roundabout approach of viability 
analysis. I should be surprised, incidentally, if both theories would yield the same result 
when applied to the real world of monopolistic competition; but this is beside the point 
since Alchian and Enke insist that they do. 

? Cf. Penrose, op. cit., p. 813. It is my contention that an explanation of intense compe- 
tition cannot be satisfactorily given unless an assumption equivalent to profit-maximizing 
behavior is made. The demonstration of this, however, falls outside the bounds of this 
rejoinder. 

When Alchian states that “desire to make a profit is not profit maximization” he 
obviously believes that the profit-maximizing assumption implies that individual firms 
must be able to ascertain what maximum profits are and actually to achieve them—a 
contention rejected here. For*an excellent discussion of this question see Fritz Machlup, 
The Economics of Sellers’ Competition (Baltimore, 1953), pp. 53-56. 

This especially applies to monopolistic positions resulting from the established reputa- 
tion of the firm as a whole, and not primarily to special positions regarding particular 
products. 
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In other words, although useful results are sometimes obtained by assuming 
the existence of intense competition, the assumption itself is no more “real- 
istic" nor “intellectually more /modest"!? than. the assumption that individual 
firms try to maximize their prcfits. Both assumptions are highly artificial 
analytical devices, though very useful when appropriately used. The latter is 
applicable to a wider variety of problems and explains considerably more than 
the former. It takes account, albeit in an unrealistically pure and rigorous 
form, of the undoubted fact that businessmen are moved by a desire to make 
money, and it thus explicitly acknowledges human purpose. This is straight- 
forward and has many advantages. The argument in favor of rejecting it on à 
priori grounds has to be powerful indeed. — ^ 


“IL. The Inappropiraie Use of “Profit Maximization" 


The assumption that firms try to maximize their profits is rejected by 
Alchian, not for empirical reasons arising from a study of how firms actually 
do behave, but for logical reasons arising from the existence of uncertainty. He 
holds that in the presence of uncertainty no unique maximum profit posicion 
exists; that it is therefore impossible to give any meaning to the proposition 
that firms try to maximize prorts; and that, consequently, a mere desire for 
maximum profits provides no guide for action. On the other hand, he is pre- 
pared to admit *motivated purposive behavior" and to recognize that firms are 
in business to make a profit, although apparently he feels that even this 
modified motivation is going a bit far.!* 

Once it is allowed that firms do try to make profits, it is not difficult to. go a 
bit further and assume that in general they tend to try to meke, if they think 
they can, a bit more profit than they are making. The question, then, is-what 
difference does it make whether any individual firm knows the bes? way of | 
going about its business—or indeed whether there is any “best” way before 
the event. This would make-a great deal of difference if the economist wete 
attempting to predict the actions of any particular firm. But the economist does 
not attempt such predictions—nor could he succeed if he cried, as Alchian . 
rightly emphasizes. The economist uses the model of the profit-maximizing 
individual firm, not to predict the actual conduct of any firm, but merely as an 
analytical technique to assist him in understanding the effect of change on 
prices, production, employment, etc." For this purposé it makes no difference 


"The approach suggested here is intellectually more modest and realistic . . . ,". 


Alchian, JPE, p. 211. 

“The pursuit of profits . . . is the relevant objective. . . | Unfortunately, even this 
proximate objective is too high. Neizher perfect knowledge of the past nor complete 
awareness of the current state of the arts gives sufficient foresight to indicate profitable 
action." Alchian, JPE, p. 218. 

1 At no point has Alchian demonstrated that his undeniably valid objection to the use 
of the profit maximization assumpticns for the purpose ¿of predicting individual frm 
behavior is an equally valid objection to its use in the analysis of the economy as a whole. 
Indeed, he suggests the contrary when he concludes that “most: conventional tools and 
concepts are still useful, although in a vastly different analytical framework . . .” (Alchian, 
JPE, pp. 219-20). If the new framework were built on a more acceptable “axiom” than 
the old, it would be desirable; if it is not, as I am trying to show, then it seems to me 
that its creation becomes an unnecesserv tour de force. 
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whether the conduct of any particular firm can be predicted, whether any firm 
at all can actually succeed in maximizing profits or even whether uncertainty 
makes it impossible to say that any particular profit is a maximum.!9 

The existence of uncertainty and the fact that different businessmen do 
evaluate risk differently is one of the reasons why firms do not all rush at 
the same speed in the same direction. In most cases differences in attitude 
toward uncertainty -will affect the rate of movement in the economy, rather 
than the direction of movement. If firms respond at all to any of the disturb- 
ances usually analyzed by the economist—taxes, changes in demand or cost, 
etc.—they will move in the direction predicted by.the economist using the 
traditional theory and for the reasons assumed in that theory. 

On this level all that the traditional analysis does is to provide the econo- . 
mist with some insight into the type of action appropriate if losses are to be 
avoided or more profits made when.a disturbance occurs. All he need assume 
is that most businessmen are intelligent enough not to act perversely, that 
there will always be some firms who prefer to make more money rather than 
less under otherwise equal conditions and thus will try to make such adjust- 
ments as they think appropriate to this end. If the kind of response which 
actually occurs in the economy when a change takes place corresponds to the 
kind of response appropriate in the model of the profit-maximizing individual 
firm, then the model has shown its worth for all the purposes for which. it is 

normally used.” QR ss uu Bes 


“TIL. The Treatment of Knowidye. 


Alchian's | model i is inconsistent in its treatment of what economists and busi- 
messmen can know. In.a footnote to:my original article I presented a “sum- 
mary” of the logic of his argument, which read in part: “Economists can know 
the conditions of survival. Therefore economists can know what tupe of firm can 
escape negativa profits. Therefore economists can know what firms must do to 
make zero or positive profits. Therefore economists can know how maximum 
profits can be obtained."!? In quoting this in his reply, Alchian omitted the sen- 
tence here italicized, presumably because he did not think it important. He then 
charged me with a non sequitur and with reversing his position.** But, although 
the words of the omitted sentence are mine, the logical sequence is. his 3° and it 
is precisely at this point that his entire argument, which starts out with the 
proposition that it is impossible to know how maximum profits can be obtained, 
reverses itself. EN ES 

Alchian’s insistence that. economists can is “what types. of firms .or 


" For this reason it is misleading to call it the “theory of the firm” at all—but that is 
another story. It should also be noted that uncertainty is only one facto- destroying the 
applicability of the theory for prediching the actions of any pur firm. 

* Penrose, op. cit., p. 813. m : 

? Alchian, AER, p. 602. 


?'"With a knowledge of the economy's realized fequbitas for Sval ang by a compari- 
son of alternative conditions, he [the economist] can state what types of firms or be- 
havior relative to other possible types will be more viable" (Alchian. JPE, p. 216, italics 
mine). 
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behavior . . . will be more viable” makes all the difference in the world to the 
argument. Consider his example of the football coach. If the condition of 
winning is merely the definition of winning, then of course we get nowhere. 


But if the football coach knows what type of team or type of behavior can - 


. win, can one seriously argue that he can have no idea as to how the required 
type of team or action could be achieved (even though he himself might not 
be able to achieve it)? If the omniscience of the economist extends to the type 
of firm or of behavior that can survive, it is mere quibbling to insist that he 

' cannot advise as to how that type may be achieved. 

Now my point is simply that economists do not and cannot have that 
knowledge of the long-run conditions of survival in the real world which is 
necessary to give Alchian's model the predictive power he claims for it. Given 
uncertainty and, in particular, purposive activity on the part of firms, the 
knowledge of both economists and businessmen about the type of behavior 
or of firm that will survive in the long run in the real world is equally limited 
and for much the same reasons. I readily agree that economists deal with, and 
do know, certain things businessmen do not deal with and consequentty do 
not know; but Alchian is concerned, not with what people in different occupa- 
tions do know, but with what people caz know in an uncertain world. The 
proposition that uncertainty makes it impossible for businessmen to form 
reasonably accurate ideas as to how profits might be made, yet on the other 
. hand does not interfere with the economist's ability to know what type o firm 
or activity can make profits, seems to me to be simply inconsistent. Uncer- 
tainty does not make the businessman's knowledge useless to him in his search 
for profits; and if the economist can predict anything about the real world of 
firms it is only because he has an idea about how firms are likely to respond 
to certain kinds of change relevant to their operations. 

.The weakness of the traditional analysis for predictive purposes in either 


the short or the long run is associated with the pound of ceteris paribus. It is 


clear, even from Enke’s example, that viability analysis must use the same 
pound to exclude all unpredictable actions of firms in response to environ- 
mental changes which themselves change the conditions of survival. This is the 
chief import of the criticisms on pages 813-15 of my paper which Alchian be- 
lieves miss the point. I did nof do Alchian the injustice of implying that he 
thought that the economist could, or should be able to, predict the fate cf any 
particular firm. On this point we are in complete agreement. 

Attempts radically to alter the framework of existing theory are always 
likely to meet resistance, but progress comes from the interaction between 
innovation and resistance to innovation. I do not want my criticisms to be 
interpreted as an attack on the purpose of Alchian's original, provocative and 
able article—to approach some of the problems connected with uncertainty 
from a new direction, I am inclined to agree—if I may accept for once a 
biological metaphor of Alchian's—that “the marriage of the theory of 
stochastic processes and economics"? may be very fruitful; but let it be a 


? Alchian, JPE, p. 221. 


Y 
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marriage by mutual consent with a community property agreement, and not a 
violent seduction. 
Epita T. PENROSE* 


*The author is research associate and lecturer in political economy in The Johns 
Hopkins University. 


Depreciation Allowances, Replacement Requirements and 
Growth: A Comment 


In his recent article, Profesor Eisner demonstrated that, when price changes 
are ignored, “Depreciation allowances exceed replacement requirements in 
growing economies or growing firms"; and that “... only when prices increase 
somewhat faster than real investment do replacement requirements approach 
the magnitude of depreciation allowances"? From this he concluded that “. . . 
the phenomenon of growth places on shaky ground those who would argue that 
depreciation allowances are insufficient to meet replacement requirements."* 
Eisner is literally correct in this conclusion, but it appears that he meant by 
*those who would argue" the many businessmen and accountants who contend 
that depreciation allowances are too low, for at the start of his paper he stated 
that their argument “. . . declares that the cost of replacing expiring equipment 
[thereafter referred to in his paper as replacement requirements] in today's 
inflated market is actually much greater than current depreciation charges, 
which are related to original cost of assets." * The inference is that the business- 
men and accountants who contend ‘that depreciation allowances are too low 
may be wrong under their own measurement criteria. 

Before examining the validity of this inference, it is sabie i to note the 
following concepts: (1) The calculation of depreciation involves the establish- 
ment of both a cost basis and an allocation basis. (2) Conventional accounting 
practice is the straight-line allocation of historical cost. (3) Eisner used the 
term “replacement requirements” to mean the allocation of replacement cost 
to the year of retirement. 

Eisner was mistaken in- his impression that the critics of conventional ac- 
counting practice advocate replacement requirements for the measurement of 
depreciation. Although some popular discussions of the subject do use the word 

“replacement” rather loosely, to my knowledge use of replacement require- 
ments has not been advocated for calculating depreciation. Indeed, a survey _ 
of the literature reveals that all that has been advocated and discussed is-a 
change in the cost basis, z.e., the substitution for historical cost of either re- 
placement cost or current purchasing power of historical cost.* Under either of 

* Robert Eisner, “Depreciation Allowances, Replacement Requirements and Growth,” 
Am, Econ, Rev., Dec., 1952, XLII, pp. 820-31. 

3 Ibid., pp. 830 and 831. 

* Jbid., p. 831. 

* Ibid., p. 820. A " 

*See E. Cary Brown, Effects of Taxation, Depreciation Adjustments for Price Changes 


(Boston, 1952), particularly pp. 93-123, where the various,proposals are discussed, and 
pp. 151-54, where replacement cost depreciation is éstimated. For the accountant's treat- 
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these two methods the allocatioa basis would remain straight-line allocation. 
Therefore, Eisner’s analysis, resting as it does on the use of retirements for the 
allocation basis, does not, as he inferred, confound those who are criticizing | 
current practice, since they do mot advocate replacement requirements as the 
basis of measurement. E 

Since Eisner has raised the cost of maintaining productive capacity (of 
which replacement requirements is a special case) as a possible basis for allo- 
cation, it may be of some interest to compare its accuracy for the measure- 
ment of depreciation with that cf straight-line. allocation. The latter is widely 
used solely because it is simple and objective; the accounting profession ra- 
tionalizes the practice with the view that depreciation is *; . . a process of 
allocation, not of valuation."* Similarly; there is no a priori reason why the 
maintenance of productive capacity should result in the correct determination 
of income. Therefore, compariscn of the two methods. requires the establish- 
ment of a standard of comparison, a third method that is theoretically valid. 

.Such.a criterion is to be fourd in neoclassical theory, where an. asset's in- 
come is defined as the periodic payment in perpetuity that has a present value 
equal to the present value of the asset’s expected future receipts.’ Since 
depreciation is simply the diffesence between receipts and income, it follows 
that a definition of depreciation is implicit in the above. This definition can be 
„stated directly as the present value of the future receipts at the start oi the 
period less the present value of tre future receipts at the end of.the period with 


the period's actual receipts excladed from the latter, quantity. Or, restated in ` 


the language of accountancy, -he cost (of depreciable assets) incurred in 
realizing a period’s revenue is -he expiration in present velue of the assets’ 
expected future receipts. If ths measure of depreciation, termed. here the 
“economic life method," is accepted as valid, straight-line allocation and 
expiration of productive capacit may be.compared for accuracy by determin- - 
ing how closely each approximates economic life. depreciation. Such a com- 
parison is made below through three illustrative cases, each of which assumes 
a different. path for an asset’s receipts over its life. 

Before going into these cases, two points should be noted: (1) The. cost 
basis of valuation is a fundamental postulate of.accounting, and this postulate 
will not be violated. Specifically, although the expected. receipts at time of 
purchase will be used to determine that portion. of an asset’s cost to be charged 
as depreciation. in each year of its life changes in expected receipts over the 
asset’s life will not modify its cost. or. the. depreciation charge. (2) Since the 
issue here is the allocation of cast—not the cost basis—we need not become 





ment of the subject, see W. A. Paton and W. A. Paton, Jr.; Asset Accounting (New York, 
1952), pp. 325-28; R. D. Kennedy znd S. Y. McMullen, Financial Statements, rev. ed. 
(Chicago, 1952), pp. 327-32; William Blackie, “What Is Accounting Accounting For Now,” 
N.A.C.A. Bulletin, July 1, 1948, XXIX, 1349-1378; and George O. May, Business Income 
and Price Levels, An Accounting Studs (New York, 1949). 7 

* Committee on Accounting Procecure, American. Institute of Accountants, Accounting 
Research Bulletin No. 20 (special), p. 167. 


* Cf. J. R. Hicks, ‘Value and Capitsl, 2nd ed. (Oxford, 1946), M 171-88. 
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involved in any debate over replacement versus historical cost. The latter will 
be used here.? 

'The first case considers the asset that functions perfectly until the day it 
falls apart—the case of the “one-hoss shay.” Table I presents illustrative data 


^ TABLE [DEPRECIATION OF A “OnE-Hoss Say” 























Depreciation Based on 
ee : Present 

Period Receipts Values* Productive Economic Straight-line 
Capacity Life Allocation 

1 $10 , $61.45 | $0 $ 3.86 $ 6.14 

2 10 57.59 0 4.24 6.15 

(38 10 53.35 0 4.67 6.14 

4 10 48.68 0 5.13 6.15 
5 10 43.55 0 5.64 ^7 6.14 © 

6 10 37.91 0 6.21 6.15 

7 > 10 31.70 0 6.83 6.14 

8 10 - 24.87 0 7.51 6.15 

9 10 17.36 0 8.27 6.14 

10 10 9.09 61.45 9.09 6.15 

Total , $61.45 $61.45 $61.45 





2 Present value at the start of each period of the remaining receipts discounted at 10 per 
cent. : 


based on these assumptions: (1) the asset has a ten-year life; (2) expected 
receipts vary with productive capacity; (3) the rate at which the receipts are 
discounted to arrive at their present value is 10 per cent; and (4) the assets 
present value and its cost are equal at time of purchase. In Table I straight- 
line depreciation is a closer approximation of economic life than productive 
capacity. However, economic life moves between straight-line depreciation and 
productive capacity with the variation in the asset's life and in its rate of dis- 
count. Hence, as either or both of these parameters are increased, economic 
life moves closer to productive capacity. : 

It may be noted that some accounting texts, when discussing alternative 
mathematical rules for the allocation of cost, mention an annuity method, 
which in reality is our economic life method. However, in illustrating the 
method they assume, as with an annuity, that receipts are constant over time, 
and the inevitable consequence is a depreciation charge which increases over 
time. Since they recognize this consequence to be unrealistic and since they 
consider the method merely a mathematical rule, they reject it as a measure 
of depreciation.? 


* Replacement cost could also be used. Given for each method the allocation of an asset’s 
cost to any year, the depregiation on a replacement cost basis is derived simply by multi- 
plying the historical cost charge by the ratio of replacement cost to it. A detailed treatment 
of replacement cost accounting by the writer is sckeduled to appear shortly in the Account- 
ing Review under the title “The Valuation of Accounts at Current Cost.” 


°For example, see W. A. Paton. Advanced Accounting (New York, 1941), pp. 284-86. 
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TABLE IL.—DzPRECIATION OF AN ASSET WITH PRODUCTIVE Capacity DECLINING 
AT AN INCREASING RATE d 


























Depreciation Based on 
: ; Present 
Period Receipts ' Values Productive Economic Straight-line 
Capacity Life Allocation 
1 $10.00 $50.36 $ 1.27 $ 4.86 $ 4.62 
2 9.75 46.00 - 1.58 5.15 4.62 
3 9.44 40.35 1.98 5.35 4.62 
4 9.05 35.50 2.49 5.50 4.62 
5 8.56 30.00 3.10 5.56 4.62 
6 7.95 24.44 3.93 5.50 4.62 
7 7.18 18.94 4.83 5.29 4.62 
8. 6.23 13.65 6.05 4.87 4.62 
9 5.04 8.78 7.58 4.16: 4.62 
10 3.55 4.62 9.46 3.09 4.62 
11 1.69 . 1.53 8.50 1.53 4.66 
Total $50.86 $50.86 , $50.86 


? Derived by multiplying the cost of the asset with the percentage decline in receipts (which 
is equal to the percentage decline in productive capacity) during the period. The cost is 
$50.86, the present value at the time of purchase. This is the method that I presume 
Eisner would use in calculating depreciation. 


In the second case, which Eisner considered the more general one, produc- 
tive capacity declines at an increasing rate over the asset's life. Table II, 
which presents the illustrative data, is based on the same assumptions (with 
the exception of asset life) made in the first case, but here the receipts are 
derived from the function 

C, = 11 — 1.251 


in which C is receipts and t equals time period. It can be seen that economic 
. life depreciation first rises and then falls, but for the most part it remains 
close to straight-line allocation. As before, the agreement between these two 
measures of depreciation varies inversely with the life of the asset and with 
its rate of discount, but here it also varies inversely with another parameter— 
the shape of the receipts curve. As this curve approaches a straight line the 
agreement between economic life depreciation and straight-line allocation in- 
creases. Conversely, as these three parameters are increased, the difference 
between productive capacity and economic life depreciation is reduced. How- 
ever, here the parameters must have considerably larger and less realistic 
values than in the first case for productive capacity to be ipeut to straight- 
line allocation. 

The assumption of the two previous cases that expected Repu vary with 
productive capacity is in all probability not realistic. It is much more likely 
that the productive capacity of an asset expires little? if at all, over the period 
in which its receipts fall to zero. The decline in receipts during this period is 
due in part to increasing maintenance costs, but primarily it is due to the 
asset’s increasing technological and/or demand inferiority in relation to new 
equipment, the demand inferiority arising from the discovery of substitutes 
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for the assets products. The decline in receipts will take the form of a rise in 
factor costs end/or a fall in product prices. 

This third case is illustrated in Figure 1, with the receipts function derived 
by assuming (1) that value added in the initial period is $50, with labor cost 
$40 and receipts $10, and (2) that the cost-price changes over the asset’s life 
are equivalent to an annual 1-34 per cent increase in labor costs.!? Hence, 
the receipts function is 

C, = 50 — 40(1 + .015)*+ 
and the asset life is 15 years. With this receipts function and with a 10 per 
cent rate of discount assumed, economic life depreciation falls continuously 


D 


C = Receipts 


$10) c. D = Economic Life Depreciation 


S = Straight-Line Allocation 


Receipts and Depreciation 





1 2 3 4 5 6 7 & 9 20 1 1? 13) 1h 315 16 
Time 


FIGURE 1. RECEIPTS AND DEPRECIATION OF AN ASSET WITH CONSTANT PHYSICAL 
PRODUCTIVITY AND DECLINING PROFITABILITY Over TIME 


over the asset’s life. Consequently, since depreciation based on productive 
capacity is negligible in this case until possibly the last few years of the 
asset’s life, straight-line allocation is for this asset by far the more accurate of 
the two methods. ` 

Tt shoulc be noted that, of the three cases presented, the approach to agree- 
ment in this case between economic life and straight-line allocations is by far 
the least sensitive to changes in the parameters. This can be seen as follows: 


These velues were selected because: (1) A labor cost equal to 80 per cent of value 
added seems realistic for a manufacturing firm. (2) National output has been estimated 
to increase by about 3 per cent per year, with the increase fairly evenly divided between 
population growth and productivity gains. (3) Productivity gains give rise to a corre- 


snanding increace in raal nracac 
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(1) The approximately linear decline in receipts in Figure 1 is not peculiar to 
the coefficients used in the illustration. It will hold for all values of the coeffi- 
cients which are consistent with the basic assumiptions underlying the third 
case. (2) Given this behavior for receipts, any change in the life of the asset, 
either by rotating the receipts curve around its intercept with the vertical axis 
or by shifting thàt curve, will not materially influence the form of the deprecia- 
tion curve. (3) If the rate of discount is low, the depreciation curve will fall 
continuously at an increasing rate, as shown in Figure 1. However, if the rate - 
is high, the depreciation curve will first rise and then fall, with all but the last 
few years close to the value for straight-line allocation. To illustrate this, 
assume a 25 per cent rate of discount and a receipts function of 


Ci = 50 — 30(1 + .015)t+ 


in which case the asset has a useful life of 24 years and a cost of $51.13. The 
straight-line depreciation is $2.13, and the economic life depreciation rises and 
falls in the interval between $2.00 and $2.50 during the first nineteen years 
and then falls to zero. 

In conclusion, if economic life is z valid measure of depreciation and if the 
assumptions of the third case are, in fact, a reasonable basis for predicting the 
behavior of an asset’s receipts, then straight-line allocation is superior to pro-: 
ductive capacity as a measure of depreciation. However, if the fall in an asset’s 
receipts parallels the fall in its productive capacity, the superiority of straight- 
line allocation does not hold as the values of the parameters become relatively 
large. l ; 

Finally, there has been considerable dissatisfaction on the part of many 
businessmen, economists, and accourtants with the two principal accounting 
conventions—historical cost and streight-line allocation. It is hoped that this 
comment may prove useful in the evaluation of the latter convention. 

Myron J. Gorpon* 


*The author is assistant professor of industrial management, Massachusetts Institute 
of Technology. He has benefited from the criticisms offered by Professor Eisner of an earlier 
draft of this comment. In particular, it was pointed out to what extent economic life 
depreciation could vary in the first two cases with an asset’s life and rate of discount. 


Rejoinder 

Mr. Gordon apparently does not challenge the “literal” correctness of my 
argument. He does raise some question as to its relevance. I should like to 
attempt briefly to defend the relevance of the relation between depreciation 
and replacement both to the income-profits setting in which I placed it in my 
article and to economic theory in gereral. In doing so I shall venture certain 
criticisms but not outright rejection of the “economic life method" of deprecia- 
tion described by Gordon. : '. X 


$ 


1. “Replacement Cost” and Profits 


. As Gordon implies, “popular discussions" do appeal “rather loosely” to the 
concept of replacement requirements in the argument against current depreci- 
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ation practices. During the years since the second world war, in the face of 
repeated reports of record-breaking corporate profits there has been an im- 
portant campaign to impugn official profits figures. This campaign has been 
based chiefly on the assertion that replacement cost actually exceeds allow- 
able depreciation charges. For example, Mr. Enders M. Voorhees, chairman 
of the Finance Committee of the United States Steel Corporation, has 
declared: 

“The item, ‘Added tó Cover Replacement Cost,’ on U.S. Steel’s income 
statement is designed to restore realism in the measurement of depreciation 
cost in the light of the dollar debasement transpiring between the time 
iacilities were originally purchased and current accounting periods... . If a 
business is to continue it is necessary to recover the purchasing power of sums 
originally invested in tools of production so that the tools may be replaced as 
they wear out." 

We may cite, in similar vein, the Machinery and Allied Products Institute's 
Capital Goods "Review of November 1952, which devotes itself to “the tend- 
ency of conventional accounting procedures to overstate profits in an infla- 
tionary period.” This publication adds (page 2): 

“The overstatement arises, of course, irom the practice of charging the 
original, or historical, cost of the inventory and fixed assets consumed in 
current production rather than the cost of replacing them. When replacement 
costs are rising, original costs, reflecting earlier, and hence lower, price levels, 
' are insufficient for the physical restoration of the assets used up in production 
[italics added].” 

Turning to the ranks of academic economists we may quote from Theodore 
Morgan’s Income and Employment (New York, 1952, 2nd ed.): “But a con- 
siderable part of this profit rise [from $6.5 billion in 1939 to $39.8 billion 
in 1950] is an illusion. Profits are figurec after legally allowed depreciation 
charges are subtracted. These charges are clearly far too low to replace capital: 
the costs of capital have more than doubled since before the war so that both 
current reserves and reserves accumulated during wartime are insufficient to 
replace equipment wearing out and worn out” (pp. 369-70— italics added in 
last sentence). 

As Gordon suggests, popular advocates of the use of “replacement cost” are 
inconsistent about the concept they have in mind. They intimate broadly, as 
may be seen above, that depreciation allowances are not enough for replace- 
ment of the tools *as they wear out." (Actually, as my article indicated, under 
reasonable assumptions as to how tools “wear out,” depreciation charges are 
likely to be more than ample for such replacement.) Yet, as Gordon points out, 
those urging “replacement cost" would not be satisfied with charging the 
cost of replacing those assets currently requiring replacement, although it is in 
terms of this cost that they make their appeal. They offer proposals to adjust 
currently allowable depreciation charges by price indices or to revalue assets 
in accordance with current market price, which indicate clearly that they 
would really like to base depreciation charges on the cost of replacing all assets 


1 Statement before the Subcommittee on Profits of. the Joint Congressional Committee 
on the Economic Report, Washington, D.C., December 21, 1948. (Italics added.) 
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on the books. Whatever the general merits of such proposals, their proponents 
might spare us the quite fallacious accompanying lament that depreciation 
accounts would otherwise be insufficient to prevent firms from fading away. 
Gordon is thus correct in observing, in effect, that when critics of conven- 
tional accounting practice get down to proposing specific changes in depreci- 
ation accounting (as opposed to general appeals aimed at the lay public) they 
do not advocate anything as useless from their point of view as the allocation 


of replacement cost to the periods in which replacement costs must be met. ` 


However, it is a bit difficult to see the justification for these critics in 
using “replacement” as a cost basis and then discarding it as an allocation 
' basis. The reason for paying attention to “replacement” cost is presumably, 
as implied in the quotations above, that it enables firms to account correctly 
for the- maintenance of assets in some “real,” physical sense. In this context, 
replacement costs at any given time can only be relevant to that portion of the 
firm's assets requiring replacement at that time. Advocating replacement for 
the cost basis but not for the allocation basis strikes me as endeavoring “to 
have one's cake, and eat it too." I find it curious to note that Gordon sets 
himself a higher standard of consistency in his comment than he is apparently 
willing to impose upon advocates of "replacement cost." For in his presenta- 
tion of the “economic life method" Gordon uses the one criterion, discounted 
value of future returns, for both his cost basis and his allocation basis. 

I should classify myself as agnostic on the issue of whether the cost of re- 
placing “worn out equipment” (or "the assets used up in production") should 
be a criterion for the adequacy of depreciation charges. I should demand, how- 
ever, that advocates of "replacement costs" offer an unambiguous usage of 
this concept and face its mathematical implications. 


2. A Further Consideration of “Depreciation Based on Economic Life" 


I should classify myself as agnostic as well on Gordon's alternative sugges- 
tion or criterion’ for depreciation charges: "the present value of the future 
receipts at the start of the period less the present value of the future receipts 
at the end of the period." Depreciation in conformity with this criterion, 
which Gordon calls “the economic life method,” has, I believe, many facets 
which Gordon has not explored adequately. 

For one thing, current value must really vary with expected future receipts, 
since, of course, future receipts cannot be known currently. But this means 
that if business expectations improve, values of assets, cef. par., rise. Would 
Gordon then have, business firms note an “apreciation credit” which would be 
an addition to their current profit figure? He would not; but on what justifica- 
tion, other than that “the cost basis of valuation is a fundamental postulate 
of accounting"? 

Secondly, while Gordon is concerned directly only with the constant price 
portion of my discussion, it should not be forgotten that the entire issue has 
developed on a policy level only in connection with general increases in prices. 
How then would the “economic life method” work out with rising prices? If as 
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a first approximation we assume that the monetary amount of future returns 
is expected to increase in direct proportion with price increases, we may well 
find that in a period of rising prices the “values” of assets would rise in their 
early years, if by "value" we mean the sum of discounted, expected, future 
returns. Then we might again be warranted in applying an "appreciation 
credit."? | 

Thirdly and fundamentally, however, I should like to take issue with both 
the substance and the implicit concept in Gordon’s claim that the “economic 
life method” is appropriate for evaluation of other methods of depreciation 
because it is “theoretically valid.” For it should be observed that economic 
theory is no monolithic structure. Theoretical concepts which are useful and 
preferable in approaching one type of problem may be quite inappropriate for 
another. All Gordon can properly assert is that straight-line allocation of 
original cost gives a rough “fit” to a curve measuring loss of value of an asset 
when this loss of value is defined as the loss in discounted value of known 
future returns (arid when length of life of assets and the function indicating 
the rate of decline of productive capacity or returns are of certain particular 
parameters}. But economic theory may suggest the utilization of a variety of 
methods of charging depreciation, depending upon the problem at hand. If we 
are concerned with the capacity for current output, as in certain problems 
of economic development or in problems of comparing actual output to 
potential output, we should probably find a measure of depreciation in terms 
of loss of productive capacity to be much more useful for analytical purposes.* 
Similarly, in application of the acceleration principle it would be more 
“theoretically valid” to rule out immediately as independent of increases in 
current demand that part of investment equal to replacement requirements as 
I defined them in my article than that part of investment that would maintain 
value intact in the sense Gordon defines “‘value:” Finally, the theoretically 
appropriate measure of depreciation for purposes of income measurement, as 
I suggested in my article, should take into account “basic social, political and 
moral problems of the rights of ownership.” 


3. Further Experimentation with Receipts Functions and Their Parameters 


‘Gordon glosses over certain other complications of his economic life method 
by failing to set forth general equations or formulae for depreciation charges 
in accordance with this method. Let us supply such general equations. 

First, let V; equal the value of an asset at the beginning of period f. 


Let us designate V+ as the value of this asset at the beginning of the period 
EEL : ; 


?'This should certainly call into question Gordon's assertion (footnote 8) that "the 
depreciation on a replacement cost basis is derived simply by multiplying the historical 
cost charge by the ratio of replacement cost to it.” 2 

? Evsey D. Domar, for exémple, has suggested some interesting implications for our growth- 
of-productive-capacity models inherent in just the relation between replacement require- 
ments and depreciation allowances under consideration, in his stimulating “Depreciation, 
Replacement and Growth," Econ. Jour., March 1953, LXIII, 13-24. 
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Then let us designate U; as that part of the value of the asset used up or 
dissipated in the period f£. 
From the above it follows that 


U; = Vi — Via (1) 

Now, let a equal the length of life of the asset, let g equal the age of the 
asset at the beginning of period £, let s equal the discount ratio to apply to 
future returns [if 2 = the “rate of discount, ?» sc (1-ci] ang let Y; equai 
the returns expected on the asset in the period j. 

Then it follows that 


.tta—g—1 . ; , 
V, = > Yjsj-!, j ; ] (2). 
J—-i 
Similarly, 
tta—g-—l 
Vin = E T yag . aoa (3) 
=t 


In the DN AE type asset we may assume, as does Gordon, that the 
amount of returns expected in each year of the life of the asset is the 
same. We may then substitute Y, designating this constant return, for Yj, 
in (2) and (3). Then substituting (2) and (3), thus modified, into (1), we 
obtain 


Uy = Ysa, . (4) 


Inspection of (4) now reveals readily that the amount tof value actually used 
up in any period varies directly with the values of s and g and inversely with a > 
(it should be recalled that all reasonable values of s will be between 0 and 1; 
the larger the value of a — g — 1, the smaller the value of U+). Let us try 
values for s and a which may be believed to square with the real world and 
see if our conclusions are quite the same as Gordon's. 

First, we should note the well-known business goal of rapid asco on 
capital investment, A five-year pay-out criterion for many types of capital- is 
quite common and while this time dimension varies (particulerly with ‘the 
ratio ot plant to equipment), it is probably safe to conclude, at least for 
crudely illustrative purposes, that businessmen will not undertake capital ex- 
penditures, on the average, unless the sum of the absolute values of expected 
returns in the next five years is equal to the cost of the asset. Let us now 
assume that the length of life of the asset is not ten years, as assumed by 
Gordon, but 30 years, in accord with various estimates of the mean length 
of life of capital assets-in the United States.‘ We then find thet assets of a 
one-horse-shay variety which.“pay-out” in the businessman’s sense in five 
years but actually last 30 years must give returns subject to a discount ratio 
of about 80 per cent if the sum of future returns is to equal the original cost 

* Domar suggests this figure of thirty years (ébid., p. 5, fn. 1), citing Solomon Fabricant, 


Capital Consumption and Adjustment (New York, 1938), p. 34, and “estimates obtained 
orally from the United States Department of Commerce." 
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- of the asset? We may now rework Gordon’s Table I and note that an asset 
promising receipts of $10 per year for thirty years would be worth $50 
initially, and would decline to $49.985 at the end of the first year. At the 
end of ten vears the asset would still be worth $49.23. After twenty years, 
two-thirds of the life of the asset, it would still be worth $44.63, having lost 
little over 10 per cent of its original value. Even after 25 years, our asset has 
lost an amount equal to less than a third of its original cost, its present value 
equalling $33.61. It is clear that with these parameters, measuring loss in value 
in this way instead of considering loss in productive capacity would not move 
us particularly far from the A-1 case which I associated with one-horse shays. 

Similarly, it can be shown that Gordon’s Table II when reworked in accord- 
ance with a 25 per cent rate of discount and 30 year assets will show a loss of 
value over time which fits my general A category of assets declining at an 
increasing rate. Thus we will note in Table II*, which is entirely analogous to 
Gordon’s Table II except for the changed parameters, that the value of the 
asset measured by Gordon’s “economic life method,” drops quite slowly 
when the asset is new. Indeed, when the asset has lived half its life its value 
has dropped only from $400.40 to $356.16, a decline of but 11 per cent. 

Table II* indicates that in twenty of the asset’s thirty years productive 
capacity expiration comes closer to economic. life depreciation than does 
straight-line allocation. The mean deviation of straight-line allocation from 
economic life depreciation is $5.01; the mean deviation of expiration of pro- 
ductive capacity from economic-life depreciation is only $4.55. However, more 
important, when we consider the matter in the relevant context of growth in 
which I set the problem, we find that in every one of the first 13 years of the 
asset’s life, expiration of productive capacity is a closer approximation to eco- 
nomic life depreciation than is straight-line allocation. It is only in the later 
years of the asset’s life that substantial discrepancies between expiration of 
productive capacity and economic life depreciation develop. But the nature of 
the phenomenon of growth is such that older assets are not quantitatively as 
important as néwer ones. For example, if the rate of gross ihvestment were 
growing at three per cent annum (a rate of growth which Gordon indicates is 
acceptable, in footnote 10), and all assets had lives of 30 years, only 39 per 
cent of the assets on the books at any one time would be more than 15 years 
old. On the other hand, it is to be noted that the major part of the excess of 
straight-line allocation depreciation charges over economic life depreciation 
(as over expiration of productive capacity) occurs in the early years of the 
life of the asset, which, when assets of all ages are aggregated, brings about an 
“excess” of depreciation charges analogous to the one discussed in my article. 

Gordon's final “receipts function” which he derives from the growth of the 
.economy as:a whole strikes me as arbitrary in the extreme. I fail to see a 


. "Assuming that annual retgrns | are equal to unity, the distount ratio may be obtained 
by solving for s the Spr 


(6) 


/ 
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TABLE II*.—DEPRECIATION OF A^ ASSET WITH PRODUCTIVE CAPACITY DECLINING 
AT AF INCREASING RATE ` 


[Gordon's Table II reworked with assets of 30 years and rate of discount of 25 per cent: - 
































807.8 — 1.2511 
C= Gu UR: — Receipts in the period t (7)] 
i Depreciation Based on 
: ; Present "m 
Period jdn Values Productive Economic Straight-line 
t V Capacity Life Allocation 
R V D 
1 $80.68 $400.40 $ 0.12 $ 0.75 $ 13.35 
2 80.65 399.65 0.15 0.91 13.35 
3 80.62 398.74 0.19 1.09 13.34 
4 80.58 397.65 0.24 1.32 13.35 
5 80.53 396.33 0.30 1.59 13.35 
6 80.47 394.74 0.38 1.90 13.34 
7 80.40 392.84 0.47 2.29 13.35 
8 . 80.30 390.55 0.59 2.75 .13.35 
9 80.18 387.80 0.74 3.27 13.34 
10 80.03 384.53 0.93 3.91 13.35 
1 79.85 380.62 1.15 4.66 13.35 ^ 
12 79.61 375.96 1.44 5.53 13.34 
13 79.32 370.43 1.80 6.55 13.35 
14 78.96 363.88 2.26 7.73 13.35 
15 78.50 356.15 2.82 9.10 13.34 
16 71.93 347.05 3.53 10.66 13.35 
17 71.23 336.39 4.41 12.43 13.35 
18 16.34 323.96 5.54 14.44 13.34 
, 19 75.23 309.52 6.86 16.65 13.35 
20 73.84 292.87 8.60 19.08 13.35 
21 72.10 273.79 10.76 21.68 13.34 
22 69.94 252.11 13.45 24.40 13.35 
23 67.22 221.71 16.81 21.10 13.35 
24 63.84 200.61 21.02 29.65 13.34 
25 59.60 170.96 26.21 13.35 
26 54.31 139.20 32.85 13.35 
27 47.69 106.11 41.05 13.34 
28 39.42 73.24 51.32 13.35 
29 29.08 42.00 64.14 13.35 
30 16.16 16.16 80.20 .13.34 
Total ~ , $400.40 $400.40 $400.40 


reasonable basis for translating increased productivity though the rest of the 
economy taken as a whole into increased costs of operating individual assets 
of individual firms. Implicit in Gordon’s functional relation and parameters 
must be numerous assumptions about the distribution of an aggregative 
increase in productivity, the manner of technological change, the nature of 
obsolescence and dynamic price-cos. relationships. i ' 
Actually, the expected receipts from certain capital assets may well decline 
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over time in the almost linear fashion indicated by Gordon's arbitrary func- 
tion. For very many other assets they may not. This is something to be studied 
empirically, although it might be very difficult to go beyond accounting rules 
in imputing receipts to particular assets. In relating loss in value of assets 
based on a falling time path-of expected future receipts to actual depreciation 
charges one would then have to reckon with depreciation charges as they are 
actualy made for each asset. One might then find, as I suggest in my article 
in relation to declines in productive capacity, that many assets, the values of 
which declined in the manner that Gordon here indicates, would actually be 
covered by some form of "accelerated amortization" or of non-straight-line 
system of depreciation.® : 
l ROBERT EISNER* 


' ®T should add that I am a bit confused as to the nature of the distinction that Gordon 
makes between productive capacity and receipts. His reference to productive capacity which 
“expires little if at all over a period longer than the receipts life of an asset,” is particularly 
puzzling. For aside from a general shortage of effective demand it hardly seems to make 
economic sense to refer to an asset as having productive capacity when it cannot be 
economically utilized. 


* The author is assistant professor of economics, Northwestern University. He is indebted 
to Robert H. Strotz, Edward C. Budd, Richard B. Heflebower, and Bert G. Hickman for 
helpful comments and to Burton A. Weisbrod for statistical computations. 


The Shape of the Average Cost Curve: Comment 


With a recent article in this Review t Professor Eiteman resumes his par- 
ticular variant of antimarginalism and revives a controversy he had originally 
initiated in 1947.7 Eiteman and Guthrie state that “... orthodox price theory 
is not valid if businessmen believe [their average total cost] curves:;to be 
shaped so that their least cost points are at or near capacity... .”* They find 
that the overwhelming bulk of businessmen questionnaire respondents do 
believe the shape of their average cost curves to be as thus described and 
therefore conclude that the replies “do not support marginal theory. . 

If the beliefs of businessmen in general coincide with those included in this 
sample, it is obvious that short-run marginal price theory should be revised 
in the light of reality."* 

The logical structure of the Eiteman-Guthrie argument is clear. If business- 


^ 4 Wilford J. Eiteman and Glenn E. Guthrie, “The Shape of the Average Cost Curve,” 
Am. Econ. Rev., Dec. 1952, XLII, 832-38. 


* Cf. Wilford J. Eiteman, “Factors Determining the Location of the Least Cost Point,” 
Am. Econ. Rev., Dec. 1947, XXXVII, 910-18; Robert L. Bishop, "Cost Discontinuities, 
Declining Costs, and Marginal Analysis," Am. Econ. Rev., Sept. 1948, X XXVIII, 607-17; 
Walter W. Haines, "Capacity Production and the Least Cost Point;” Am. Econ. Rev. 
Sept. 1948, X X XVIII, 617-24; Hans Apel, “Marginal Cost Constancy and its Implications,” 
Am, Econ. Rev., Dec. 1948, XX XVIII, 870-885; Wilford J. Eiteman, "The Least Cost 
Point, Capacity, and the Marginal Analysis: A Rejoinder,” Am. Econ. Rev., Dec. 1948, 
XXXVIII, 899-904; Walter W. Haines, “The Least Cost Point: A’ Reply,” Am, Econ. 
Rev., Dec. 1940, XXXIX, 1287-89. 


* Wilford J. Eiteman and Glenn E. Catone op. cit., p- 832. 
* Ibid., p. 838. 
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men believe the least cost point falls at or near capacity, marginalism is not 
valid. Businessmen do believe this. Therefore marginalism. is invalid and 
price theory should be revised. The initial postulate, hcwever, that such 
beliefs on the part of businessmen vitiate marginal price-output theory, i is as 
fallacious today as it was when first advanced in 1947.5 The sole reason 
Eiteman-Guthrie advance to support their statement that such beliefs on the 
part of businessmen subvert marginalism is that when businessmen hold.such 
views regarding cost behavior *. . . the short-run marginal cost curve for a 
product always lies below the average cost curve at all levels.of operation short 
of capacity. The result is that the marginal cost curve cannot intersect the 
marginal revenue curve (1) if the average revenue curve is horizontal, or (2) 
„if the average revenue curve is high and relatively elastic."* Eiteman- 


Guthrie thus take the well-known graphic marginal cost-marginal revenue , 


intersection to be the crux of marginalism and declare orthodox theory 
invalid if that equality is not fortkcoming in the usual manner. 

Taking the replies of their respondents at face value, the following ray 
be offered in rebuttal: 

1. If the least cost point is believed to occur “near” rather than “at” 
capacity, the orthodox demonstration of the equilibrium position of the frm 
is likely to hold even to the relatively unimportant detail of graphic portrayal 
via the conventional marginal cost-marginal revenue intersection. For as soon 
as the average cost curve is admitted to start curving upward, even slightly, 
before termination at “capacity,” the marginal cost curve, which rises above 
the average cost curve after the latter has passed its minimum value, shoots 
upward with great rapidity until, at capacity, it is likely to be far higher than 
the average cost curve. Thus the usual portrayal ofthe marginal intersection 
is likely to occur even if the least cost point is “near” capacity.” It is still 
possible, of course, that the demand curve facing the firm may be so high 
and elastic that arginal revenue never falls as far as the value of marginal 
cost at “capacity”; in this case we do not obtain the graphic marginal inter- 
section in the usual manner and the example becomes substantially identical 
with that in which the least cost point'is believed to occur “at” capacity. 

` 2. If the least cost point is believed to occur “at” capacity, marginal cost 
will be equal to average cost at that output level and both curves will end 


r 


* Cf. the conclusive arguments of Bishop and Haines, cited in footnote 2 above. There 
is, in fact, little than can be advanced in refutation of the Eiteman view that has not 
already been stated by Bishop and Haines. 

" Eiteman-Guthrie, op. cit., p. 832. 

* For a textbook graphic portrayal of such a case, in which the least cost Salut is placed 
at the extreme of 95 per cent of capacity, see Allen M, Sievers, General Economics (Chi- 
cago 1952), p. 466. Sievers, in fact, uses this model as his typical firm throughout and 
encounters no difficulty in ‘employing it to illustrate the conver.tional marginal cost-marginal 
revenue intersection in all.of the customary market situatiqns. Sievers’ example is far more 
extreme than that illustrated by Eiteman-Guthrie's Figure 6, which they claim “does not 


support maginal theory"; in their Figure 6 the least cost point occurs at approximately . 


75 per cent of capacity. The corresponding marginal cost curve, which Eiteman-Guthrie 
do not draw, will rise to a value at capacity which exceeds the original value of their 
average cost curve as drawn. 


1 
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there.5 Thus, providing the demand curve facing the firm is sufficiently high 
and elastic, there will be no conventional marginal cost-marginal revenue 
intersection.? However, this in no way invalidates marginalism, of which the 
usual graphic intersection is but a superficial aspect. Marginalism is a de- 
ductive principle of the end-result to be expected from profit-maximizing 
behavior, merely claiming that the entrepreneur will, if possible, produce 
additional output if the added receipts expected exceed the added costs which 
it is thought will be incurred. (The identical conclusions can easily be demon- 
strated via'the exclusive use of total cost and revenue, or average cost and 
revenue, with no mention at all of the marginal quantities involved.) Eiteman- 
Guthrie make no attempt to refute conventional marginalism thus stated; 
indeed, to do so they would have to show that firms operating under the 
posited nonintersection conditions would generaly produce at less than 
capacity, ior production at capacity output is in accordance with rather than 
a refutation of orthodox theory.?° 

3. We have seen many cases before in which there are discontinuous curves 
and in which no marginal cost-marginal revenue intersection exists. Continu- 
ous curves either (a) assume continuous data, or (b) are a distortion of 
reality in the interest of explanatory clarity. The fact that economists use 
such curves, to discuss data that is essentially discrete does not invalidate 
marginalism; it merely means that the real world is more complicated than 
< our “ideal-type” construct which is little more than a first approximation to 
reality. 

4. If it is assumed (a) that businessmen attempt to maximize a single 
magnitude—money profit—or some complex of objectives which can be 
ordered on a scale and termed "satisfactory" profit or "net advantages," 
(b) that they have adequate knowledge regarding the relevant variables, and 
(c) that they act rationally, then the essentials of present-day marginalism are 
already implied regardless of the existence or nonexistence of the superficial 
marginal cost-marginal revenue intersection. Eiteman and Guthrie have con- 
centrated their attack upon trivia rather than upon substance. 

LAWRENCE S. RITTER* 

* As Bishop has pointed out, strictly speaking the marginal cost curve ends in inde- 

terminacy at capacity. Cf. Bishop, op. cit., pp. 611-12. 


°If the demand curve is not sufficiently high and elastic, we get the usual intersection 
of the marginal curves. Eiteman-Guthrie imply that declining average costs are, in some 
way, incompatible with marginalism, although they never state this view explicitly. That 
such is not the case can easily be seen by a perusal of any standard work, such as, foi 
example, Joan Robinson, T'he Economics of Imperfect Competition (London 1933), ir 
which most marginal cost-marginal revenue intersections occur during the phase of de- 
clining average costs. 7 

* The definition: of capacity by Eiteman-Guthrie as excluding all overtime work and 
payments is a partial begging of the entire question. Orthodox marginalism can offer an 
explanation of a failure to increase output and therefore can at least partially explain why 
at any one time some firms are and some are not producing beyond “capacity.” It is ‘not 
. the purpose of this note, however, to disparage the usefulness of the questionnaire results. 
. per se, but rather to criticize the implications the authors draw therefrom, even if the 
survey is taken at face value. ; 


*'The author is assistant professor of economics at Michigan State College. 


` 
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Comment 


In a recent issue of the Review an attempt was made to controvert certain 
1otions about the rôle of the firm's average cost curve by the procedure of 
juestioning businessmen on the shape of the curve. The authors are clear 
o point out that they are not interested in the actual shape of the cost curve 
jut rather in the opinions of businessmen as to the shape, since these are 
‘laimed to influence decisions as to cutput. It is not clear how seriously the 
\uthors regard the results of the survey. At successive stages the results are 
'egarded as constituting an attack on "marginal price theory" (p. 832), 
‘conventional marginal price analysis" (p. 837) and finally the much more 
nodest goal of “short-run marginal price theory" (p. 838).! However, in a 
able summarizing the replies of businessmen, the authors classify cost 
‘urves as “supporting or not supporzing marginal analysis," and place the 
najority of responses in the latter category.? 

Replies by 366 out of 1,000 comparres reveal that about 61 per cent of busi- 
essmen believe that short-run average costs “are high at minimum output, 
ind that they decline gradually to capacity at which point they are lowest" 
‘p. 835, see curve labelled 7). The replies of the other businessmen indicate a 
xeference for a cost curve not too far from this conception. The authors 
nterpret these results as substantiating their position against marginalism. 
Chey insist that: 


The reasoning of marginal price theory is valid if businessmen believe 
curves to be shaped as theorists assume, even though the curves are 

: actually shaped as opponents contend; conversely, orthodox price theory is 
not valid if businessmen believe curves to be shaped so that their least 
cost points are at or near capacity, even though the curves really have 
the shape which conventional theorists maintain (p. 832). 


f businessmen make decisions on the basis of a cost curve differing from 
'onventional analysis, which contenticn supposedly emerges from their in- 
restigation, then they insist that conventional analysis must fall (or be 
'evised?—see last paragraph, p. 838). 

It is not clear to this writer what significance can be attached to this in- 
vestigation or if any significance at all can be attached. It appears that the 
nvestigation contains misconceptions of marginal analysis, improper use of 
:heoretical terms and errors of methodology. 

1. Actually the authors have made no case whatever against marginal 
alysis. Behavior on the basis of their short-run average cost curves can be 
'eadily explained by the tools of marginal analysis, and R. L. Bishcp did pre- 


*The authors seem unaware that they have actually provided an evaluation of their 
nvestigation and that they have drawn implications that are anything but obvious. The 
iuthors should recognize that they fail to stick to their avowed purpose of describing the 
nethods and reporting the results of their study (p. 833). This By itself would be innocu- 
sus, if unenlightening. 

*In this classification the authors ignore Bishop’s devastating criticisms of an earlier 
itticle by one of the authors. See R. L. Bishop, “Cost Discontinuities, Declining Costs, and 
Marginal Analysis,” Am. Econ. Rev., Sept. 1948, X XXVIII, 607-17. 
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cisely this in a rebuttal to a previous article by one of the authors.* Bishop 
indicated how the equality of marginal revenue and marginal cost must be 
replaced by more fundamental marginal conditions (expressing maximization 
of profits) to handle outputs where marginal revenue and cost, which are 
derivatives of the total revenue and cost curves, do not exist. This is the case 
at the point of minimum cost where the cut-off of the total cost and corre- 
sponding average cost curves prevent the existence and equality of both a 
right-hand and left-hand limit necessary for differentiability and the existence 
of marginal cost.* But this equilibrium output is still given by the more 
fundamental condition of profit maximization, which is what MR = MC is 
meant to depict for “normal” curves. The authors mention this latter condition 
only (p. 832) and thus foster the impression that this is what is meant by 
marginal analysis. But this is only true under the suitable differentiability 
conditions, and it is surprising that this would have to be reaffirmed after 
Bishop’s adequate discussion.’ In effect the authors nowhere present a test 
of either the assumptions of marginal analysis® or its predictions as to out- 
put and price policy. Apparently the authors are really testing a hypothesis as 
to cost and “capacity,” which has no bearing on marginal analysis, but they 
never state the issues carefully. 

2. An alternate interpretation of the article is that the authors reject 
marginal cost pricing in favor of what has come to be known as “full-cost” 
pricing. Their use of.an average cost curve would seem to bear this out, and 
in particular their statements as to businessmen acting on the basis of what 
they believe to be the average. cost curve reflect this belief, since in the short- 
run intrafirm equilibrating process it is only marginal curves that are relevant 
for price and output policy according to marginal analysis, and the position 
of the average cost curve is price-determined. But the authors make no 
attempt to relate businessmen’s belief in their particular average cost curve 
to their actual behavior, and thus distinctly leave the impression that the 
average cost curve they depict is meant only to draw an inference as to the 
marginal cost curve (see p. 832, par. 1). The authors, however, are never 
really clear as to the respective róle of the marginal and average cost curve 
in short-run (or any run) marginal analysis. In any case their presentation 
can be made compatible with marginal analysis, and in fact they do not reject 
the equilibrium output indicated by marginal analysis for their cost curves. 

3. In their questionnaire the average cost curve is defined as “a line on a 
.graph which shows the cost per product at -each possible scale of operation 
from the minimum to the maximum (excluding all over-time work)” (p. 833). 
But overtime is surely an important way in which to effect short-run changes 


' * Loc. cit. 

* R, Courant, Differential and Integral Calculus (New York, 1946), p. 97. 

"Op. cit., pp. 609-10. In implying that businessmen normally operate at minimum cost, 
where marginal cost in their assumed cost curve does not exist, the authors also imply a 
certain shape and position of the marginal revenue curve (p. 832). This hypothesis, however, 
is not tested in their questionnaire. : 

‘As for instance stated in R. A, Gordon, "Short-Period Price Determination,” Am. 

' Econ. Rev., June 1948, XX XVIII, 265-88. 
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in output. It should be pointed out that although the economis?'s cost curve 
depicts cost per unit product vs. rate of output, the rate must in practice be 
averaged over a large enough time interval so as to smooth over the effect of 
institutional time indivisibilities suca as daily alternation. of work and rest. 
Overtime then certainly does increzse the rate of output and must be in- 
cluded in any analysis of the firm. The authors cannot define cost in a 
peculiar manner and then test a proposition as to the économist's cost curve, 
which is something different, on the basis of it. 

4. Since fundamental errors in definitions and the conception of marginal 
analysis lie at the base of the study under consideration, it may be amiss to 
bring in à methodological point, but certain statements of the authors indicate 
a basic methodological misorientation with respect to the nature of a scientific 
theory such as marginal analvsis. The authors feel apparently that for 
marginalism to be valid businessmer must somehow operate explicitly with 
revenue and cost curves and carry out the relevant marginal operations. This 
is more explicitly stated in a previous article by one of the authors where he 
states that a particular pattern of business behavior refutes marginal analysis 
since “In making such decisions, businessmen do not construct marginal 
revenue and marginal cost curves nor do they operate at a scale of operation | 
that such curves would indicate if they were drawn." I should hope that 
businessmen do not try to construct such curves at the present time, con- 
sidering the time, effort and theoretical difficulties involved! Marginal price 
theory is not (at least yet barring the success of linear programming) a guide 
for businessmen to follow. Rather it is a theory explaining the behavior of 
firms whether or not they are aware of.the theory; empirical tests relevant 
to the accuracy of output and price predictions are:of course very much in 
order. 

Moreover, it is not clear that what businessmen reply to a TRA 
.constitutes a reliable guide to their actions. At any moment their scale of out- 
put is the end result of a complicated process of adjustment, mcst of which 
has been effected. Naturally any businessman might be expected to ignore 
most of this adjustment when queried and tend to oversimplify or misinterpret 
a present situation. At the very least zn empirical study of business decisions 
should cover some period of time in order to trace the adjustment mechanism. 
It is thus an open question what significance a belief at a particular point of 
time has for business decisions. But I personally share Milton Friedman's 
skepticism as to the ability of most businessmen to accurately explain their 
behavior even over a period of time. Fortunately marginal theory does not 
require psychological introspection’ for its validity to: be established; 
rather like any scientific theory it is to be judged as to the accuracy of the 
results it predicts.® 

5. The investigation does not “contradict” marginal, analysis. It does seem 

iW. J. Eiteman, “The Least Cost Point, Capacity, and Marginal Analysis? Am. Econ, 
Rev., Dec, 1948, XXXVIII, 899-904. 


^ 3 See Milton Friedman, "Comment" on the essay by Richard Ruggles, “Methodological 
Developments,” in B. F. Haley, ed., A Survey of Contemporary Economics, Vol. 2 (Home- 


wood, Ill, 1952), pp. 455-57. See also a releted comment in the same volume -by A. C. 
Panandrenn n 206 


COMMUNICATIONS 627 


to be faulty, however, even if interpreted on a more modest scale. No con- 
clusion can be drawn as to the economist’s average cost curve and its relation 
to capacity, since neither is adequately defined; and if the authors support 
"full-cost" pricing their questionnaire is not adequately framed to test this | 
point. But it is not clear what significance can be given to businessmen’s reac- 
tions in testing any conception as to price and output determination. The 
authors, however, are never clear as to what they are doing and what their 
terms mean, and their methodological misconceptions hardly constitute the 
point of criticism, as they might have otherwise: 

E ` MARSHALL KAPLAN* 


* The author is a graduate student at the University of Chicago. 
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Comment 


How unfortunate that the exotic and pugnacious. Viessüne of windmill- 
tilting have led Professor W. J. Eiteman to assert that the results of his un- 
usually intelligent and unloaded. questionnaire on the imagined shape of 
average cost curves -constitute empirical refutation of something called 

“marginalism,” an old enemy bf his. 

His results do overthrow the conventional U- shaped cost ‘curves of con- 
ventional textbooks? and conventional review articles. Amen, and so much 
the better. But the U-shaped curves are not marginalism; they are merely 
pretty pictures, just as the hourglass figure is not the human female but the 
“foundation garment.” We like our cost curves parabolic (i.e., U-shaped) 
because it is so easy for the radimentary mathematician to derive and visualize 


average-marginal relations from this particular shape. But marginalism as - 


such assumes no curve types—U or V or W or any other. All are grist to the 
mill. Any of Eiteman's eight curve types is just as marginal (or just as anti- 
marginal) as any other. His error-.lies in treating certain curve types as 
“supporting” and others as “not supporting" the “marginalist. hypothesis.” 
(References?) Strange things result. This writer, for example, considers him- 
self a marginalist of sorts, albeit lukewarm and long-run.? Yet in classroom 
presentation, he likes to work with curves of the two types (6-7). found most 
realistic by Eiteman—and labelled *antimarginalist"! Do in particular, is 
“antimarginalist” about the U-shaped type 6?) — .- . 

The issue between marginalists and averagists in cost ani price theory is a 
real one. Marginalism is not pure tautology, despite some unguarded state- 
ments by overenthusiastic proponents; it is perfectly possible for businessmen 
to act in an antimarginalis: manner. Whether they do so act or not depends 
not on curve types but on whether they do (or should) base their price and 
output policies on marginal rather than average cost considerations, when 
marginal and average costs diverge materially. On this topic, the researches of 
Eiteman and Guthrie tell vs little or nothing. And necessarily so, as a glance 


1 Among the notable exceptions is Lorie Tarshis’ Elements of Economics (Boston 1946). 
Is Tarshis an antimarginalist because he foresook He U-shaped cost curve in favor of 
something like a beaver's front tooth? 


2M. Bronfenbrenner, “Imperfect Competition on a Long-Run Basis,” Jour. Bus., Apr. 
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at his curve descriptions will show. The two-most popular types (6-7) and one 
other type (8) are described so as to render AC and MC practically co- 
incidental for most of the relevart parts of their ranges.? Where this is true, 
the whole marginalist-averagist controversy becomes a completely termino- , 
logical or sham battle! 

The empirical significance of E:teman and Guthrie's results, as I see them, 
has nothing to do with the marginal controversy. Apparently the business- 
man's imagined zone of maneuver in adjusting output. downward when price 
falls or when cost rises is conceived by the businessmen themselves as much 
smaller than textbook diagrams would lead us to imagine. Output restriction 
is cut off relatively early by rising costs in the case of curve type 7 (though 
not of type 6). Production must apparently stay at or near the least-cost point, 
regardless of cost or selling price, until the firm is forced out of business. Prize 
changes are reflected directly and immediately in profit margins. This result, if 
borne out by further studies of this kind, rationalizes businessmen’s antipathy . 
to “chiseling,” price-cutting, and “sales below cost” more easily than would 
the textbook world of U-shaped cost functions. But this is not antimarginalist. 
The conclusion, if valid, is as significant to a marginalist as to Eiteman, and 
equally conformable with his theory of cost. * 

M. BRONFENBRENNER* 


*T refer to the use of terms like “sligttly” and “gradually” in the descriptions. The di- 
vergence is actually quite marked for Eiteman's type 6 as he draws it. The drawing, how- 
ever, appears to imply zero or negative marginal cost over part of the range, and the same 
is true of portions of certain other cur~es as drawn. Eiteman and Guthrie's arguments 
should not be judged on the basis of diagrammatic slips of this kind. ` 


* The author is associate professor of economics at the University of- Wisconsin. 


Rejoinder 


Rather than attempt a line-for-line reply to my critics, I shall try to mee? 
the general purport of their comments. 

First, it is pointed out that if the average cost curve starts curving upward 
even slightly, the marginal curve shcots upward rapidly, so that the conditions 
of marginal analysis are met by my curve No. 6. Mathematically this is true 
but businessmen do not know much about mathematics." The description that 
accompanied curve No. 6 was intended to suggest a situation in which the 
least cost point was so near to capacity and the subsequent rise of average 
costs was so slight as to render the diiference between curve 6 and 7 insig- 
nificant. In this respect the curve, as drawn, was deficient but discussion with 
a few businessmen who answered the questionnaire suggests that they in- 
terpreted the curve as I intended. H so, then the businessman who sets his 


^Besides it should be borne in mind that the average cost curve is derived from 
the marginal cost curve rather than vice versa. That is to say, a marginal cost curve may 
rise slowly as capacity is approached; it does not have to rise rapidly. Those critics who 
howl so loudly at the omission of "overtme" (or beyond capacity outputs) had better 
consider the effect of slightly higher marginal costs of thousands of overtime products upon 
the average cost of millions of regular-prcduction units, before venturing too far out on 
this theoretical limb. 
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scale of operations on the basis of inflowing orders and inventory limitations 
would ignore costs and would strive to expand production to the limit rather 
than to curtail output 1, 2, or 3 per cent short of the maximum. 

Secondly, it is argued that all that marginal theory says is that business 
men seek to maximize profits. Unfortunately this is not all that marginal 
analysis implies, for the theory suggests also a technique for maximizing 
profits. It would be foolhardy to deny that, businessmen desire maximum 
profits. My argument is that the techniques they employ do not work towards 
this goal even when their actual cost curve is U-shaped. Given a U-shaped 
cost curve and a relatively elastic average revenue curve, the most profitable 
point of operation is admittedly that scale of operations where marginal costs 
equals marginal revenue. However, in the world of reality, businessmen are 
not given "cost and revenue curves," and if they believe that their least 
cost point is at capacity when it is not, then the equilibrium point towards 
which they bend their productive efforts i is capacity and not the point of 
equilibrium of conventional theory. 

Thirdly, one critic admits that businessmen are not guided by considera- 
tions of marginal revenue and costs but he contends that the theory, when 
properly understood,? explains business behavior nevertheless. In those cases 
in which the "guiding principles" of businessmen happen to lead to the same 
result as conventional theory suggests, the explanation offered by conventional 
theory does not conflict with facts. However, in those cases in which the 
“guiding principles" of businessmen lead to a different result than conven- 
tional theory, the theory does not jibe with reality nor explain managerial 
behavior. 

Furthermore, it must be remembered that’ theory is used to predict be- 
havior as well as to explain it. For example, the question of the probable 
effect of a state income tax wes raised recently in Michigan. The corporations 
said, “We will pass the tax on to the consumer in the form of higher prices”; 
a well-known economist said, “an income tax cannot be shifted."5 Without 
entering into the merits of his argument, it will be recalled that the pro- 
position that an income tax cannot be shifted rests upon an assumption that 
the sales price set by a manufacturer for his product is on the demand curve 
(it is the maximum price that could be charged for that quantity of the 
product). In theory no businessman would sell for Jess; in practice they do. 
It is dangerous to attempt to predict what businessmen will do by reasoning 
from theories that are based upon what businessmen do not do.* 

- In conclusion, the objective of an economist is not to draw pretty pictures 


*A person who "does not understand" is obviously anyone who happens to comment 
on the discrepancy between theory and the facts of life. 

*'The president of one of America’s largest corporations is-convinced that his firm has 
always shifted the income tax to its customers. ; 

* Marginalists seem to obt&in a great deal of comfort from the fact that businessmen 
occasionally engage in marginal type thinking. For example, a firm manufacturing 9,500,000 
products might weigh the cost of sufficient advertising to sell another 500,000 products 
against the profit to be obtained from the.additional sales, before deciding upon the ad- 
vertising experditure. However, this is something quite dierent from ee prices and 
production schedules on such considerations. 
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on a black board suggestive oi hourglasses, female figures and marginal 
theories, but to devise a theory (-) that explains and (2) that aids in predict- 
ing the behavior of businessmen under varying circumstances. In the area of 
current discussion this means erlang how prices are set and outputs. de- 
termined in the short run. 

Obviously the decisions of business managers who do these things are (1) 
arrived at without reference to principles or (2) based upon a body of princi- 
- ples. Kaplan admits that businessmen do not use his principles as guides. 
It is hard to believe that businessmen do not use any principles as guides. 
Therefore the proper procedure would seem'to be: (1) to observe what 
businessmen do, (2) to reduce the observations to principles, and (3) to base 
predictions and explanations upoa the application of these principles. Else- 
where I have suggested what might result from following such a procedure.® 

One question remains: would the prices and outputs set by reasoning from 
principles that businessmen emp.oy coincide with those that would result 
from an application of conventioral theory? The answer is: occasionally yes 
but more frequently no. Hence ny suggestion that “short: run price theory 
should be revised in the light of reality." 

; i vrai, EITEMAN* 


, "See chapters 3 to 6 of Price Deter-tination, Theory vs. Practice, by W. J. aera 
(Ann Arbor, Michigan, 1949). 


* The author is professor of finance at -he University of Michigan. 


Review of The Economiz Development of Poland: Reply 
Mr. Mandel’s review of my bock, The Economic Development of Poland, 
1919-1950 (the December 1952 namber of this journal), was so unfair that 
a reply is necessary. His treatment of my handling of the interwar Jewish 
problem in Poland is particularly abjectionable because he clearly implies that - 
I was at least sympathetic with the anti-Semitism of that period. I should 
like to make it quite clear that amy such implication is entirely unfounded. 


Mandel charges that; in my book, “Everybody, from the United States to . ~ 


Hitler and Stalin, is blamed for Pcland's sorry plight, except the Poles them- 
selves; but more- than anybody else—the Jews" (p. 32). But on the page of 
my book to whichthe refers, I listed six different sets of circumstances which 
complicated the handling of the basic economic problems of interwar Poland; 
and the Jewish problem, one of the six, received no particular stress as com- 
pared with the other five. There is no basis whatever for the charge that I 


blamed the Jews for anything. What I did say, on page 103 (the other :: 


reference which Mandel gave), was: 


Some industries were almost completely dominated by Jews, for example, 
94.7 per cent of the textile industry and 95.6 per cent of the leather and 
fur industry. The typical econoriic position of the Polish Jew was that 
of the small entrepreneur, and. the concentratich of two-thirds of the 
Jewish population within the cities presented a difficult problem in a 
country which had over 60 per cent of its total population engaged in 
agriculture, since the position of Jews in commerce ard handicrafts 
blocked the natural channels. 07 economic expansion of the non-Jew. 
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Mandel complains that I gave no reference for the figures cited. He failed 
to mention, however, that on page ix (which he cites), I explained that I lost 
in transit some of my research notes which contained the sources of these 
figures. He also failed to mention the supporting view of R. L, Buell (Poland: 
Key to Europe, London, 1939) which I quoted on page 104. 

Mandel also takes exception to my treatment of “vast movements 5f popu- 
lation” (page 157), and says that while I decried bitterly the forced evacua- 
tion of a million Poles into Russia, I said nothing about “the three million 
Polish Jews driven from their homes into Hitler’s extermination camps.” 
Again the implication i is that of sympathy with anti-Semitism. But my book 
was on the economic development of Poland, and I had no occasion to tell the 
complete story’ of the treatment of the Jewish people. And Mandel failed to 
mention thet, on page 164, I quoted from a League of Nations report: “The . 
rations of Jews amounted. to half of the insufficient rations granted to Poles; 
and when the Jews were officially considered exterminated, no further issues 
of rationing cards were made to them.” . 

j. ‘TAYLOR 


Re joinder 


1. Taylo- heads his list of the obstacles to, the solution of Poland’s aconomic 
problems with “The economic aspects of the Jewish question.” The fact that 
this one wes listed ürst indicates to me that Jayipr regarded it as the most 
pcs one of the six. 

. 'The real reason that I ied to Taylor's use of data (to support 
js view. of the Jewish question) without sources was that, upon the basis of 
figures given in the last Polish prewar census (1931), I had very real doubts 
as to the correctness of his data. Nob am I EDIE by the figures given 
by Buell. 

3. I should think that the ‘aise of three million Polish Jews was of as 
great economic significance for Poland as the removal of one million Poles 
(including 309,000 Jews) to Russia. 

us CI ws A. MANDEL 


MEMORIAL 


Emanuel A. Goldenweiser 
1883-1953 


Emanuel A. Goldenweiser died at Princeton on March 31, 1953, For forty 
.years Mr. Goldenweiser devoted his exceptional talents to the public service. 
His contribution to central banking thought, and particularly to the develop- 
ment of research in which he was a pioneer in the Federal Reserve System, 
cannot -be measured. He was recognized and honored as a foremost econo- 
mist, notably in the field of federal monetary policy. He will be remembered 
for those attributes which were so aptly described by the Reverend Mr. Bodo, 
pastor of the First Presbyterian Church of Princeton, New Jersey, in the 
memorial prayer at his funera! service: 


We.thank Thee for the gentleness of his spirit which set the tone for all 
his relationships, within the family circle, among friends and associates, 
and in the wide reaches of his travels among men and nations. We thank 
Thee for his mellow, civilized wisdom and for his gracious sense of humor, 
quick to laugh but slow to judge. 


We are grateful to Thee, O God, for his enduring influence in the lives , 
of his loved ones and friends; for his ability to communicate to others, 
hümbly and informally, that integrity which shone through all his con- 
versation and all his dealings; and for his devotion to young men whom 
he inspired with high ideals for the service of the Nation and the human 
race. 


We bless Thee, our Father, for his high regard of public trust and for his 
sensitivity to social and economic conditions which can do so much to 
enrich or to debase life, and for his constant responsiveness to human 
need, both near and far. 


Born in Kiev in 1883, Mr. Goldenweiser spent his early life in Russia. After 
graduation from the First Kiev Gymnasium in 1902, Mr. Goldenweiser 
emigrated to the United States and entered Columbia University. He received 
a B.A. in 1903 and took an M.A. at Cornell University in 1905 and a Ph.D. 
in 1907. In the latter year he became a citizen of this country by naturaliza- 
tion. 

His early studies and Su were in the field of immigration, to which he 
was led by his special interest in Russian migration—the subject of his 
doctoral thesis—and by his concern for the human and social problems which 
this movement created. After receiving his degree, he served for three years 
as a research worker with the U.S. Immigration Commission. From 1910 to 
1914 he was a special agent in the U. S. Census Bureau and from 1914 to 
1919 a statistician in the office of farm management of the Department of | 
Agriculture. In 1919 he entered the employ of the Federal Reserve Board as 
associate statistician and in 1925 became assistant director of Research and 
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Statistics. In 1926 he was appointed director of Research and Statistics and 
served in that position until 1945 when he became economic adviser to the 
Board. In 1945 he retired from the Federal Reserve and became a member of 
the Institute for Advanced Studies. He left the Institute in 1949 but remained 
in Princeton, studying, writing, and acting as a consultant on monetary and 
economic policy to, among others, the Committee for Economic Development. 

Activities outside of the demanding duties of his work for the Federal 
Reserve Board were largely of a professional nature. He was active in the 
American Statistical Association and the American Economic Association, 


serving as president of the former in 1943 and of the latter in 1946. His con- ' 


tributions to cooperative efforts in coordinating governmental statistical and 
economic research activities were almost continuous, including membership 
in the Central Statistical Board and other interdepartmental groups. With a 
broad knowledge of world affairs and a versatility in languages, he was often 
called upon to participate in international conferences and was a member of 
the International Institute of Statistics. 

Mr. Goldenweiser’s published writings include “Immigrants in Cities” 
(Vols. 26 and 27 of Reports of Immigration Commission), 1909; (with 
L. E. Truesdell) “Farm Tenancy in the United States” (U. S. Census), 1924; 
“Federal Reserve System in Operation," 1925; two research studies for the 
Committee for Economic Development—''Monetary Management,” 1949, and 
* American Monetary Policy," 1951; and numerous essays and articles. Among 
the last group, outstanding are his two addresses as president of the profes- 


sional associations, some chapters in Banking Studies, published by the’ 


Federal Reserve Board in 1941, and “Jobs,” the first of the series of Postwar 
Economic Studies published by the Board in 1945. It was largely, however, 
through unsigned articles in the Federal Reserve Bulletin and to a great extent 
‘through unpublished memoranda, off-the-record speeches, and just spon- 
taneous comments that Mr. Goldenweiser made his greatest contributions to 
knowledge and understanding. 

Mr. Goldenweiser made an outstanding contribution to the general recog- 
nition of the importance of economic analysis in government policy making. 
The progress of the Division of Research and Statistics and of economists 
generaly throughout the Federal Reserve System is one institutional piece 
of evidence of this fact. His work in inspiring and assisting interdepartmental 
cooperation in the field of governmental statistics is another. He also played 
an important róle in the establishment of the International Monetary Fund 
and the International Bank for Reconstruction and Development. One inci- 
dental by-product of the last was his successful’ insistence on the creation of 
the N.A.C. (National Advisory Council on International Monetary and 
Financial Problems) to coordinate U. S. international monetary and financial 
policy—today the outstanding example of effective interdepartmental co- 
operation in government policy formation. f 

` ‘WINFIELD W. RIEFLER 
WoopLIEF THOMAS 
Rarra A. YOUNG 
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© Economic Theory; General Economics” 


The Theory of Economic Policy in English Classical Politicel Economy. By - 


LiowEL Rossins. (New York: St. Martin's Press. 1952. Pp: xii, 217. 
$3.00.) ; 
This new book from the pen of Diufessor Robbins is a major event in 
contemporary economic literature. It touches upon the great issues of our 
science, and its treats of the towering figures from Hume to Mill who .gave 
form nud substance to economics.  ,. 
Robbins’ principal concern is the right interpretation of classical economics. 


The conventional picture of that era he finds distorted by the rise of a my- ` 


thology that has turned the classical masters into caricatures—apologists of 
exploitation and opponents of social reform, who gloat over subsistence wages, 
care little for the welfare of the common ‘people, and limit the government 


to the róle of a night watchman. Robbins’ aim is the restoration of the true . 


picture of classical economics. This aim he pursues, in the main, by tracing the 
attitude of the classical economists on questions..of public policy. The basic 
theme is introduced by a discussion of their view concerning the ends of 
economic activity and the system of organization most suitable for the realiza- 
tion of these ends. This is followed by a detailed appraisal of their theory of 
the economic function of. government, and of their attitude toward popular 


welfare and collectivism. In the concluding chapter the classical movement. 


is viewed as a whole from the wider i of the history of social 
philosophy. i 

. Robbins’ restoration of classical economics is a superb accomplishment. 
The picture which he unfolds on no more than 200 pages is far superior to 
the corresponding parts of the ordinary textbooks. His work is that of an 
analytical economist, and invites comparison with Cannan's masterpieces in its 
"power of sustaining the argument in a systematic fashion. 

How then does his argument run? The classical economists, he points out, 
considered consumption as the object of economic activity. With the end 
thus determined, they further held that it was best attained by means. of 2 
system of spontaneous cooperation, They: are shown, to have been, public- 
spirited men rather than exponents.of class interests. The harmony of interests 
which they claimed for their system was strictly limited. They were not 
indifferent to the fluctuations of. trade, and in their speculations about money 
and credit they did not adhere to.the belief in an automatic order that would 
not require regulation. Indeed, they recognized a substantial range of govern- 
mental functions, having been inspired by utilitarign empiricism rather than 
by the more dogmatic ideas of the physiocrats concerning a ratural order. 
They did not view the system of economic freedom as a spontaneous or 
“natural” creation but as an artifact requiring conscious and sustained efforts 
to make it function properly. Interference with the working of the market 
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was conceived to be harmful only when the market conformed to their 
postulates. Interference with price or supply was accepted for public utilities 
and other monopolistic situations as well as in cases of special weakness of 
ordinary economic incentives. In the field of distribution, their works contain 
schemes proposing the drastic limitation of the inheritance of wealth. In the 
field of population, the gloom spread by Malthus’ first Essay was dispelled 
by the possibility of improvement envisaged in subsequent editions. The 
classical economists recognized public functions in popular education and 
health care. They felt uneasy about the poor laws. Their works contain 
passages favoring restrictions on child labor and repeal of the anticombination 
laws. They did have misgivings about trade unions and collective action in 
general. 

Having thus sketched the classical economists’ system of economic free- 
dom, Robbins goes on to explore their attitude toward socialism. Among the 
older generations of classical thinkers, from Hume to Senior, he finds only 
sporadic or implicit manifestations of attention to an issue which at their 
time was not fully joined. He refers to Hume’s emphasis on private property 
and rejection of egalitarianism, to Smith’s distrust of the central direction of 
economic activities, and to the similar views of Bentham; to Malthus’ rejec- 
tion of ‘Godwin’s egalitarian anarchism and of Owen’s collectivism; to the 
critical attitude of the Ricardians toward Owen; and to Senior’s verdict on 
the French revolution of 1848. Robbins then turns to John Stuart Mill, the 
only classical economist who concerned himself with socialism in a more 
systematic fashion. He interprets the apparent changes in Mill’s attitude with 
profound understanding of Mill’s complex character. 

In his concluding appraisal of the general position of the classical group, 
. Robbins emphasizes its character as a school of economic and social reform, 
which derived its prescriptions from utilitarianism and from a systematic 
body of scientific knowledge—the emerging science of political economy. 
Fundamentally, the utilitarianism of the classical economists was individualis- 
tic both with respect to means and to ends. It recognized, however, a sub- 
stantial range of governmental functions as a prerequisite for the proper 
working of the individualistic organization of production. What then, and this 
is the last question posed by Robbins, was their view about the most desirable 
form of government? From Hume’s philosophical conservatism the road leads 
to indifference in the youthful Bentham, later to give way to an appeal for 
representative democracy. To some this meant universal suffrage, and, while 
others pleaded for the maintenance of property qualifications, Mill came to 
favor a system of proportional representation combined with plural voting 
based on function and education. Robbins interprets this view as the expres- 
sion “of an underlying anxiety, a scarcely suppressed fear: will the demo- 
cratic society of the ‘future have restraint enough to preserve the sacred 
liberty of the human.spirit, and wisdom and self control enough to ensure 
its own progress and stability?—a momentous question to which, as yet, 
time has not given a convincing answer” (p. 205). 

There is no need to elaborate further that content and form mark Robbins’ 
book as a contribution of the first order to the history of economic ideas, a 
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field which has attracted only a few of the best minds among contemporary 
economists. It would be a difficult task to find an economist writing a prose 
more pleasing and persuasive than Robbins, and none combines a happier 
blend .of urbanity and integrity. His present book, the product of lectures, 
has the inimitable charm of the direct address. Its value is enhanced by a 
wide selection of quotations from the original sources, by occasional refer- 
ences to an oral tradition now in danger of extinction, and by the light which 
it sheds on all but forgotten evidence on specific points (e.g., the testimony 
of Pryme, cited on p. 121, which corroborates Bishop Otter in his preface to 
the second edition of Malthus' Principles). Also, the proper amount of atten- 
tion is given to the economic ideas of Hume and Bentham, writers whose 
importance in the history of economic thought calls for more profound treat- 
ment than is usually accorded to them in secondary materials. 

As Carl Menger pointed out over sixty years ago, the classical economists 
had the sad fate of having their history written by their oppcnents. Some 
thirty years later, Viner, in the sort of penetrating analysis for which he is 
famous, again established beyond al. doubt that Adam Smith was not the 
doctrinaire advocate of laisser faire that he is so widely believed to have been. 
When all is said and done, one caa but wonder at the persistence of a 
mythology which has been exploded at least once in every generation. The 
exploration of the factors which have contributed to so deeply rooted a mis- 
understanding might be an interesting task for a student of the sociology of 
knowledge. Let us hope that Robbins’ work proves the definitive one, or, if 
it does not, that to the next generation of economists there will come again as 
civilized an appeal against an apparently perpetual wrong. 

HENRY WILLIAM SPIEGEL 

The Catholic University of America 


The Rate of Interest and Other Essays. By Joan RoBrNsON. (New York and 
London: Macmillan. 1952. Pp. viii, 170. $2.00.) 

The title of Mrs. Robinson’s latest book is curiously modest since one 
of the “other essays” is entitled “The Generalization of the General Theory.” 
Her main effort is to break through the short-run Marshallian confines of the 
General Theory. She frankly acknowledges her great debt to Harrod? and 
like him puts her faith in a marriage of the Keynesian statics with the 
classical dynamics. (From the present point of view it is irrelevant that he 
reads Ricardo while she reads Marx.) She has completed her long struggle 
of escape from Marshall. Her recogniton of Kalecki as an independent dis- 
coverer of the General Theory is an overdue tribute from Cambridge to that 
distinguished economist. 

Perhaps because of its scope and the difficulty of its subject matter, this 
book lacks the crisp lucidity of Joan Robinson’s earlier work. That is one 
reason for the belatedness of this review. While one is continually impressed 
with her insight and shrewdness along the way, it is difficult to appraise the 
whole. In this review I shall attempt first to set out the various propositions 


1R, F. Harrod, Towards a Dynamic Economics (London, 1949). 
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that she seeks to establish and then to make some comments on the work as 
à whole. In doing so, I shall take some liberties with the order in which she 
presents her ideas. 

Her main theses, stated either directly or by implication, are: 

.1. Uninterrupted and steady economic growth is possible, but there are 
no economic forces at work that tend to establish it. On the contrary, the 
vicissitudes to which the economy is exposed would disturb the steady rate 
of growth even if it were achieved by accident. 

2. These vicissitudes generate either booms or depressions. Booms continue 
till some “bottleneck” is reached. Depressions descend to a not too clearly 
defined floor. . 

3. The “business cycle" is a succession of responses to such vicissitudes 
rather than the result of a self-perpetuating tendency of a private-enterprise 
economy to fluctaate. 

4. The rate of interest cannot be made to function as a regulator of eco- 
nomic activity that will ensure a steady rate of growth. 

5. The course of innovation may affect the distribution of income in 
directions favorable to capital, or favorable to labor, or it may be neutral in 
its effects. 

6. There is no especial virtue in a steady rate of growth. In particular, it may 
be associated with increasing unemployment. 

Let us now consider these points in some detail. 

l. The condition for a steady rate of growth is essentially the familiar 
Harrod-Domar requirement that the rate of growth of income or investment 
be appropriately related to the coefficient of capital requirements and the 
marginal propensity to save. In Harrod’s terminology, GC, = S, where Gw is 
the “warranted rate of growth,” C, denotes marginal capital requirements, and 
S is the marginal propensity to save, with technical progress assumed to be 
neutral? This condition is simply an elaboration’ of the condition that for 
steady growth the normal increase in savings and the normal increase in in- 
vestment must be equal. - 

The authors assume that the three factors involved are independent of 
each other and that if the steady growth of the economy is disturbed by 
some shock or irregularity there will set in a cumulative movement towards 
boom or depression with no tendency to return to the condition of steady 
growth. . 

Balanced growth must clearly require some degree of consistency among 
rate of growth, investment per unit of output, and saving. But to pin so much 
faith (or cynicism) on this particular formula is to go too far. In the first 
place, the formula is based on the modern revival of the old fashion of assum- 
ing "fixed coefficients"—which means throwing overboard the one important 
achievement of the neoclassical economics. Secondly, as Mrs. Robinson clearly 
recognizes, the concepts rate of growth and capital requirements are essen- 
tially vague. This vagueness is reflected in the statistical difficulties involved 
in their computation and is obscured by the precision with which the results are 


7See The Rate of Interest, p. 92, and Harrod, of. cit., Lecture 3, for full exposition of 
these conditions. 
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presented or discussed. If the analysis were presented with a clear recognition 
of the width of the confidence intervals surrounding the factors.in the equa- 
tion, it might create a very different impression. 

2. I find Mrs. Robinson’s discussion of “vicissitudes” one of the most use- 
ful and stimulating parts of the bock. Her treatment of the supply of land 
has an attractive Ricardian ring—although she is concerned with the effect of 
land scarcity and rent on the Keynesian propensities rather than on the 
Ricardian wage-profit relation. She concludes her discussion of thziftiness with 
a welcome degree of scepticism about the existence of long-run tendencies 
toward under-consumption. Her discussion of population increase leads to 
the uncomfortable result that unemp.oyment may result from rates of popu- 
lation increase that are too rapid or too slow. The discussion of finance, the 
emphasis on the distinction between finance and saving, and the relation: be- 
tween them are all valuable contributions to economic analysis. On the other. 
hand, her de-emphasis of the price system is hard to get used to. 

I am puzzled by the relation intended between Mrs. Robinson's list of 
vicissitudes and the booms and depressions they are supposed to explain. 
Most of the vicissitudes seem to be of the kind that would occur gradually 
over a long period of time. Yet they zre essential elements in her explanation 
of the booms and depressions we associate with the business cvcle. On the 
other hand, the notable exogenous disturbances, particularly wars and their 
aftermaths, which undoubtedly do produce booms and presan are not 
mentioned at all. 

3. Mrs. Robinson is unsympathetic with REUS to establish the existence 
of business cycles, She states:? 


In those theories which purport to find a cyclical mechanism in a private . 
enterprise economy, I have the impression that the weakest chapter is 
always the one which treats of revival from a depression. And it seems 
to me that this is no accident. I take leave to doubt (though with all due : 
hesitation and reserve) whether there ever has been a trade:cycle—that is, ' 
a self-perpetuating cyclical movement, as opposed to a series of fluctua- . 
tions due to the propensity of a private enterprise economy to exaggerate 
its response, either way, to the chances and changes of sii as it meets 
them. 


Presumably, this point of view leads Mrs. Robinson to treat the third. dis- 
tinguished. member of the Harrod family, Hicks’ Trade Cycle, with scant 
attention. And while praising Kalecki, she pays no attention to E pioneer 
work in business cycle theory. 

The lack of a theory of the mechanism of the business cycle leds Mrs. 
Robinson to the view that an expansionary vicissitude leads to a boom that 
ends in a bottleneck. A contractionary one leads to a depression (with limits 
not clearly defined). The only inkling of the mechanism of an expansion crisis 
and collapse we are given is contained in two short paragraphs: 


When the rate of investment rises relatively to what it has been in the 
recent past, consumption increases, in accordance with the short-period : 


3p. 142. 
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marginal propensity to consume, and there is a secondary wave of invest- 
ment in working capital, and a further increase in consumption. Now in 
some lines producers find themselves in a seller’s market (demand exceed- 
ing capacity) and the optimists among them (or those with strong animal 
Spirits) acting on the assumption that the demand will last, place orders 
for equipment to enlarge their capacity. So the upswing in investment 
amplifies itself.* 


At some point the rise in the rate of investment reaches a limit (we shall 
return to this point in a moment). and income reaches a maximum. Mean- 
while new plants have begun to emerge from gestation; soon there. is 
more capacity to cater for a rate of outlay that has ceased to rise. The 
sellers’ market disappears. (at best capacity only just catches up with 
demand—more often it overshoots the mark). The rate of investment 
therefore falls off, income declines, and the boom collapses. 


The subsequent depression ends when something turns up: i 


It seems to me that the most plausible theory of the revival is Mr. Mi- 
cawber’s: given time, something will turn up. That is to say that a de- 
pression will not last forever because some fresh opportunity for invest- 
ment is bound to present itself sooner or later.® 


- With respect to bottlenecks, Mrs. Robinson rejects full employment, finance 
and land as ruling factors and concludes that industrial capacity is the 
crucial bottleneck. "Her demonstration of this point is intuitively plausible 
but not logically convincing. She gives no compelling argument why resources 
cannot be shifted frcm increasing the output of consumers goods to increasing 
capacity—if capacity becomes short. If that can be done, the boom can con- 
tinue so far as.this particular bottleneck is concerned. 

While I sympathize with Mrs. Robinson’s aversion to an overformalized 
business cycle theory, I feel that her own discussion leaves far.too much to be 
explained. I invite the reader to decide for himself how well her theory fits 
the facts of the last thirty years. 

Mrs. Robinson is particularly concerned to demonstrate that interest rates 
will not serve as a stabilizer of the economy. First of all she emphasizes the 
point that will be widely accepted: that automatic adjustments of interest 
rates cannot be relied upon. While the process of inflation will raise the 
market rate if it happens to be below: the full- -employment rate, there is no 
effective mechanism to reduce a market raie that is higher than the full- 
employment rate. And deliberate action by governments to that end may do 
more harm than good if the authorities lose their nerve. 

But even if the authorities do take action, the effects are likely to be less 
than is commonly supposed. Mrs. Robinson. believes that we have been mis- 
led by our habit of thinking in terms of a single rate of interest, When the 
whole structure of rates is considered, she contends that increases are likely to 
be ineffective in controlliag a boom. She reaches this conclusion largely as a 
result of including the yield on stocks as part of the complex of interest rates. 


* Pp, 126, 127. 
SP, 142. : 
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(It will be remembered that Keynes in the General Theory included the vield 
on stocks in the marginal effidency of capital side of the picture.) Mrs. 
Robinson argues that as an upswing progresses the yield on shares tends to 
fall, even though other interest rates increase. Consequently, businesses can 


raise capital on increasingly favcrable terms so that the interest rate structure - 


places no impediment in the way 2f a boom. 

With the modern separation of management from ownership, the yield on 
shares undoubtedly bears some kinship to interest rates, and this should be 
recognized. On the other hand, the reason why the yield of shares declines in 
the upswing is simply that shares do represent an equity in the business and 
this distinguishes them írom fxed interest-bearing obligations. The only 
adequate nomenclature is one which recognizes the equities as a separate cate- 
gory, to be identified neither with fixed interest contracts nor with investment 
in plant and equipment. 

The existence of equities as = separate category probably does diminish 
the influence of increases in interest rates in checking a bcom. But it need 
not eliminate that influence. The monetary measures that raise interest rates 
also render the yield on shares h:gher than they otherwise would be. There is 
no danger that monetary restriction will aggravate the boom. 

The real point about monetary policy seems to be that, because of timidity 
or good judgment, the monetary authorities are unwilling to go far enough to 
stop booms or to cure depressiors. But central bank operations on the scale 
required may have consequences that can only be discovered by experiments 
that no one is willing to undertake 

My concern with these major points prevents me from doing justice to Mrs. 
Robinson's elegant treatment of expectations and her interesting paradoxes 
such as “a rise in the rate of interest which is expected to be reversed is a 
greater deterrent to investment tkan one which is regarded as permanent." 

5. The chapter on the Economics of Technical Progress seems to me to be 
the least satisfactory in the book since it is almost entirely devoid of empirical 
content. The rest of the book is based on premises that the author believes to 
be true and which critics can attempt to refute. This chapter defines various 
categories of innovation and tracez their economic consequences. But it makes 
no attempt to predict the kinds o? innovation that will actually occur. While 
the definitions are useful and provocative, we are about as we were with 
respect to our knowledge of the effect of technical progress on the distribution 
of income. This is a field which I fear the theorist may have to yield to the 
historian. 

6. The steady rate of growth as formulated by Mrs. Robinson or Harrod 
may be associated with increasing 5r decreasing unemployment and increasing 
or decreasing inequalities. Capitzlistic development is governed by “fixed 
coefficients" which relates the behavior of the system as a whole to the 
character and extent of investment. And the nature of the growth itself is 
apparently uniquely determined, aithough not explained by Mrs. Robinson’s 


system. She does Hoe inquire wheter public policy can achieve a steady rate’ 


‘P, 121. 


- 
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of growth that is desirable in other respects. I surmise that she is too much 
of a Marxian merely to indulge in wishful thinking and not enough of one 
to accept the full implications of the deterministic position. 

Apart from these comments on the positive aspects of Mrs. Robinson’s 
theory, there are two general sins of omission to which special attention should 
be drawn. 

In the first place, through her neglect of the relative price system, she may 
have neglected an important stabilizing influence in the economy. It is possi- 
ble that the behavior of relative prices and the principle of substitution pro- 
duce a tendency towards general equilibrium that holds fluctuations within 
reasonable bounds. The extraordinary stability that the American economy 
has shown since the war lends color to this view and leads to the hope that the 
depression of the ’thirties may not have been a normal occurrence of the later 
stages of capitalistic development. I have no desire to become labelled an 
anti-aggregator. We must think in terms of reasonably broad aggregates in 
order to think at all about major economic questions. But it is equally im- 
portant to remember that we are dealing with nonhomogeneous aggregates 
whose behavior cannot be appraised unless we keep the workings of the rela- 
tive price system not too far in the back of our minds. 

Secondly, Mrs. Robinson does not discuss the central question of entre- 
preneurial motivation. Schumpeter, Keynes, Marx, and Marshall all provide 
theories, although conflicting ones, of what leads entrepreneurs to invest or. 
innovate. Mrs. Robinson (and Harrod) merely provide a mechanism and do 
not tell us what determines how hard the entrepreneurial foot is pressed on 
the accelerator. While theories of entrepreneurship are eminently unsatis- 
factory, I do not see how we can escape the need to select the hypothesis that 
is least likely to be wrong or which will lead to the least undesirable conse- 
quence if it is wrong. 

I confess that I conclude this review with a less sympathetic view of . 
Harrodian dynamics than I had when I began it. The three protagonists, 
Harrod, Hicks, and Robinson, with essentially the same tools of analysis, 
reach widely differing results. Harrod finds a chronic tendency to undercon- 
sumption. Hicks discovers at the end of his book that the real trouble is 
monetary and that if policy could confine fluctuations to his “real” cycle all 
would be well. Mrs. Robinson paints an agnostic picture of capitalistic in- 
stability. While they all deserve great credit for recentering attention on 

.economic growth, the General Theory has not yet been successfully 
generalized. 
ARTHUR SMITHIES | 

Harvard University 


Die Theorie der Einkommensverteilung. Entwicklung und heutiger Stand. 
By VIKTOR Zarnowirz. (Tübingen: J. C. B. Mohr (Paul Siebeck). 1951. 

Pp. 275.) NS 
The history of economic doctrines, as a method of training economists and 
as a subject of study, has declined in relative importance during recent 
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decades. This is an almost inevitable consequence of the rapid growth of eco- 
nomics as a specialized science, but it has probably meant scme loss in per- 
spective. Moreover, it may be argred that the writing of doctrinal history is a 
task for mature economists with long working knowledge of their special fields, 
rather than for a young man. Dr. Zarnowitz attempted a survey of the theory 
of distribution as a doctoral thesis. But although he may wish to rewrite (and 
shorten) it in twenty years’ time, he has done a useful service, particularly to 
the German-speaking economist, ir presenting and analyzing German as well 
as recent Anglo-American contribttions to the subject which cannot be well- 
known in Germany.: The older classical theories of distribution are dealt with 
rather cursorily, and the book really begins with.the theory of imputation 
developed mainly by the Austrian school of economists, which shades over, 
however, into the modern theorv of marginal productivity. The conceptual 


framework of this theory is analyzed in much detail, both in its micro- . 


economic applications for conditiors of perfect and monopolistic competition, 

and as a method for determining tke share of factors in the national dividend. 

The partial. analysis follows famil ar lines and is undoubtedly competently 

- done. The author takes, on the whole, the position which Machlup had de- 
veloped in his criticism of Lester’s empirical studies. It certainly makes the 
logic of micro-economic theory o! marginal productivity unassailable, but 
does it not destroy at the same time its scientific character, by making veri- 
fication well-nigh impossible? 

The determination of absolute and relative factor shares runs into heavy 
weather as soon as the classical assumptions of perfect competition and full 
employment are relaxed. The author is fully aware of the difficulties and 
stresses. the need for further work, particularly on the special factors influ- 
encing the price formation of factors of production. He analyzes, for instance, 
in connection with Oppenheimer’s theory of the agricultural frontier, the im- 

¿portance ‘of the unequal distribution of wealth for the supply conditions of 
.the labor market and the tendency “or given distributions to reproduce them- 
selves. There are interesting discussions about different distributional princi- 
ples in different economic systems, but this last part of the book is on the 
whole less rigorous and less well-planned than the earlier chapters, and could 
' be omitted without much loss. It would be wrong to hold this against the 
author, who has certainly proved his competence and skill in the field of distri- 
butional theory. 
FRANK BURCHARDT 
Í nstitute o f Statistics 
Oxford University 


Unternekmergewinn und Arbeitslokn. By ErICH CARELL. (München: Richard 
Pflaum Verlag. 1950. Pp. 176. DM 19.50.) 

. Professor Carell, like many other economists, is dissatisfied with the de- 

velopment of the theory of profit since Marshall, and turns in particular 

against numerous attempts to explaia profits as a residual income imputable, 

say, to entrepreneurial ability. Ths premature introduction of subjective 

factors in his view undermines the cbjective basis of such fundamental con- 


BOOK REVIEWS 643 


cepts as the optimum size of the firm, or the optimum combination of factors, 
and hence the very notion of equilibrium. Profit is not the reward for a factor 
of production, be it risk or entrepreneurship or management. Payments for 
risk taking, interest on capital, or rent, and for management, are rightly 
included in the average cost curve. Profits (Unternehmergewinn) can only 
arise through objective economic changes, and the change the author con- 
siders at length is the gradual introduction of technical innovations. The 
analysis assumes perfect competition. price flexibility and mobility, and is 
conducted in terms of comparative statics. When the system is in equilibrium, 
all firms within an industry will use che same factor combination and be of 
equal size. Excess profits will be zero for. all firms. Assuming neutral money, 
technical progress will secure differential profits for the pioneers which will, 
however, be matched precisely by losses of other firms, so that profits for 
: ihe economy as a whole in these “dynamic conditions" are again zero. Loss, 
firms will not fully recover their depreciation allowances but the differential 
profits of the pioneer firms. will be enough to keep aggregate capital intact in 
money terms. Prices will, of course, fall with the increase in output associated 
with technical improvements. Real factor incomes will rise and so will pur- 
chasing power of capital that has been maintained constant in money terms. 
There will be neither over-employment nor under-employment throughout 
the process of adjustment. Marginal producers will continue as long as they 
cover variable cost, and loss firms can only introduce new machinery when 
their depreciation allowances, augmented by differential profits of other firms, 
ate sufficient to enable them to buy new equipment. As technical improve- 
ments spread to other firms prices will fall further, and the system will come 
to rest only when all firms are working again with the best technique and 
all profit differentials have been wiped out. 

. Given the explicit and implicit assumptions of this model, most of the de- 
ductions seem to follow logically. In fact so perfect appears the working of this 
simplified model that Carell uses it as a norm for economic policy. If, for 
instance, a policy of neutral money is abandoned and technical improvements 
are accompanied by credit expansion designed to keep prices stable, real wages 
will fall, higher profits will accrue to the pioneers, while marginal producers 
will not make losses. On the stringent assumptions of the model this is, of 
course, a non sequitur since credit expansion will simultaneously affect com- 
modity prices and factor prices and hence inflict losses on the marginal pro- 
ducers. The assumption of a sluggish response of wage rates to monetary 
- expansion in a situation of full employment may or may not be realistic, but 
it seems to introduce tinie lags which otherwise are consistently kept out of 
the system. 

. Carell is, of course, in good company when he uses his simple logical system 
as a stick to beat all the sinners oi the real world: monopolistic practices, 
government interferenct, credit policy, and so forth. But it might have been 
more instructive if he had relaxed some of his over-simplified assumptions 
and investigated, for instance, technical improvements requiring more capital 
per head, or capital-saving inventions, or the effects of varying rates of inno- 
vations on the system as a whole, or the impact of innovations in conditions 
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of underemployment. His analyticel base seems to the reviewer to be too 
narrow to carry the policy implications which are drawn from it. 
FRANK BURCHARDT 
Institute of Statistics 
Oxford University 


Dimensions de l'homme et science économique. By Jean-Louis Fyor. (Paris: 
Presses Universitaires de France. 1952. Pp. 355. 1400 fr.) 


The volume under review is one o: a series of publications issued under the 
auspices of the Bibliotheque de Philosophie Contemporaine of Paris, France. 
The numerous publications of the Bikliotheque appear to fall into the following 
categories or sections: Psychologie ət Sociologie, Historie de la Philosophie 
Generale, Morale et Valeurs, and Logique et Philosophie des Sciences, in which 
last category Fyot’s contribution taxes an honored place. 

In a delightfully written preface Fyot informs his readers that Aspects of 
Man and Economic Science (free translation of the French title) is not a 
review of historical economic thinking but rather an examination of con- 
temporary political economy. He prcposes to deal only with problems which 
have continually faced mankind regerdless of whether or not these problems 
have been examined in scientific studies. His justification for this position is 
that contemporary problems embody problems universal in time and therefore 
their treatment does not require a review of various economic schools. . 

Following the Preface comes a lenzthy Introduction in which he considers 
what he deems to be the two chief phases of economic thought, liberal indi- 
vidualism and the socialism of Marx. He pays his respects to the Physiocrats, 
yet holds that it is with Adam Smita and J. B. Say that political economy 
finds itself promoted to the rank of an exact science. Passing to Karl Marx 
he asserts that Marx pretended to erect a science of economics which would at 
the same time be a philosophy of man but wound up by working out an 
economic system which absolutely coatradicts man's aspirations. 

By far the major part of the volume is.devoted to the social, individual and 
human aspects of man and economic science. In Part I, under the head of The 
Social Aspect, he notes the underlying relations between producers and con- 
sumers, stressing the reciprocal depencence of economic functions and the soli- 
darity existing between producers and consumers. Toward the end of this part 

- he takes up theories of general equilibrium and disequilibrium and concludes 
with a thoughtful study of the interdependence of nations. 

Part II, entitled The Individual Aspect, begins with an account of the eco- 
nomic calculations and behavior of individuals, discusses the planning pro- 
cedures between which entrepreneurs rcust choose, goes at length into the topics 
of private and national saving and investment, and ends with a presentation of 
the difficulties posed by international economic fluctuations. 

In Part III, where the author deals with The Hum&n Aspect, he feels con- 
strained to remark that the concrete limits of political economy, as a science, 
are at bottom those of the economic subject himself within his objective mani- 
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festations. Here we run into the insuperable difficulty that there is no rule of 
conduct to which man conforms. He refuses to act in accordance with the dic- 
tates of reason. Since both the agents and the ends of economic research are 
concerned with human behavior, he further maintains, all hope that political 
economy can ever become an exact science must be abandoned. Economic laws, 
as rules of conduct, can never pretend to come to the exactness, for example, 
now approached in the laws of the physical and chemical sciences. Like the 
moral or juridical sciences in which man’s behavior constitutes the center of re- 
search, political economy is thus by its very nature a normative study. In- 
capable of satisfying to the full his individual and social aspirations man is- 
perforce obliged, under penalty of violating the laws of human conduct, to pur- 
sue incessantly an ideal which he knows is inaccessible. 

Is there accordingly no answer to the enigma of man’s destiny? This question 
remains without an answer, he replies, unless the answer is found in the love 
of God. The existence of a God who is Love, and whose love provides the same 
bond between man and man and between man and nature as between man and 
God, guarantees by His transcendence no less than by His eminence the worth 
of efforts undertaken to promote, here below, the demands of love inscribed in 
the hearts of human beings, of which demands economics has revealed to us one 
phase. Is not the love of God, he concludes, the ultimate question with which 
the economist and the philosopher ought to concern themselves in their re- 
search? 

The subtle and elusive róle which normative concepts and ethical precon- 
ceptions have played in economic thought from antiquity to the present time | 

.is a rôle that has long enlisted the attention of not a few gifted thinkers. No 
volume has come to my notice which attempts with greater care the extremely 
difficult task of treating all the social sciences as inevitably ethical in content 
and character. That Fyot’s deft analysis is by no means the final answer, in my 
opinion, to the issues which he has raised is in no way a reflection upon the ar- 
tistry with which he has endeavored to resolve a problem which is possibly 
unresolvable. Thoroughly documented, with evidence throughout of a broad 
and sympathetic understanding of economic literature, and written with typical 
Gallic charm, his book is an admirable example of the emphasis which should 
rightly be laid upon the human aims of the economic system, an emphasis, in- 
cidentally, with which few will quarrel. 

Joan M. Fercuson 

University of Pittsburgh 


An Introduction to Economic Analysis. By J. K. EASTHAM. (London: English 
Universities Press, Ltd. 1950. Pp. vii, 392. 15s.) 
A Course in Applied Economics. By E. TL PHELPS Brown. (London: Sir 
Isaac Pitman & Sons, Ltd. 1951. Pp. viii, 434. $5.75.) - 
The writing of textbooks in elementary economics seems at times to bé. a 
rather distinguished form of “disguised unemployment.” There is practically 
no marginal social net product, and one would guess, very little of the private. 
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Freshness of material, novelty of approach, and distinction of style are miss- 
ing, and about all that is done is to change the chapter order, and to substitute 
1952 data for 1951 data so that the publishers can proclaim that their offer- . 
ings are “timely.” But books such as the two here reviewed cannot be dis- 
missed on these terms. They are new; they have been written because their 
authors felt that they would: meet a need not now recognized; tkey are clear; 
and without doubt they are both useful. Neither may serve adequately as one 
of the books to be given to beginning students, but both deserve careful 
consideration. And for American use each can be strongly recommended for 
certain courses above the elementarylevel;. `: RS 

‘Mr. Eastham's Introduction packs into a relatively small space: (about 400 
pages) a great deal of what goes by the name of economic theory, at: both 
the micro- and macro-economic level. By this I mean that it introduces the 
reader to most of the economist's tools of analysis—to indifference curves, 
the marginal productivity function, tc the marginal revenue when a monopoly 
discriminates, the marginal propensitv to consume, and many others, What it 
does not do, and for many this will prove a serious omission when they-con- 
sider adopting the book for an elementary course, is to show the uses to 
which these analytical tools can be put. It is a book: about ecoromic theory 
rather than about an economy. And for this reason it is difficult without 
being, at the same time, rewarding—at least for use in this country. It would 
be a valuable reference book for students who have gone well beyond the 
introductory course and who have got the feeling of what economics is all 
about, but to use it at the beginning level would mean deadening the interest 
of most students, and. giving to the rest a false picture ‘of the subject. Despite 
this, it is a distinguished book which, though it fails in its announced aim 
(for the American beginner, anyway), rately says a wrong thing. (But is it 
true that the rejection of Say’s law depends mainly upon the fact that the 
process of supply is‘not instantaneous?) It could be studied very profitably by 
anyone who, finishing his undergraduate work, wanted a bird's-eye view at 
what he had ‘earned. 

Professor Phelps Brown's A Course int Applied Economics is, as the title 
suggests, in some ways at the opposite pole. It has not been written to set out 
analytical tools; instead ‘its function is to show-how they can be used. The 
reader is presumed to have studied theory and he is in this book brought up 
against “real” problems and shown how analysis mixed with judgment can pro- 
vide solutions. The problems with which it deals are wisely chosen, so ‘that 
most aspects of the functioning of an economy are considered. The working 
of the pricing mechanism is carefully examined not in the abstract but by 
dealing with such problems as the formulation of policy for monopoly, and 
the pricing policy to be followed by nationalized industries. This whole treat- 
ment is unusually clear and yet brings out what economists would like their 
students to learn—that the answers are not likely ¢o be found in simple 
slogans. In addition, problems of income stabilization and international trade 
are considered. Here again the treatment is excellent. This book deserves a 
place somewhere in the curriculum for it paints a very clear picture of how 
economists work. It could be used successfully as a supplement to an intro- 
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ductory text which presents basic theory, though it would probably prove even 
more valuable at a subsequent stage. While it is concerned with the problems 
of the British conny, this should not, I believe, reduce its value in this 
SPa 
Lore TARSHIS 
Stanford University 


Economic History; National Economies; Economic Development 

Enterprise and Secular Change—Readings in Economic History. Edited by 
FREDERIC C. LANE and JELLE C. Rremersma. (Homewood, Ill.: Richard 
D. Irwin, for the American Economic Association and the Economic 
History Association. 1953. Pp. xi, 556.) 

There are good reasons for feeling well disposed towards this volume of 
readings in economic history. Its appearance suggests that economic history 
is no less alive and worthy of consideration than price theory or the theory of 
international trade—he who comes last is not necessarily least; and a volume 
which is the result of collaboration between the American Economic Associa- 
tion and the Economic History Association must make a strong appeal to all 
those who value progress in both economics and economic history and who 
believe that contact between them can lead only to the enrichment of both. 

Within the covers there lies—as was said about a sheep's head, although 
Professor Gay has it that it was a haggis—some “fine, confused feeding." 
The volume is divided into three sections: the first dealing with Business 
Units; the second with Money and Prices; and the third with Method. Each 
of these sections contains.some excellent articles (or selections from: published 
work): one: remembers especially the brilliant contributions by Gay, 
Heckscher, Mitchell, Nef, Sombart, Spiethoff and J. H. Williams. The variety 
is very great with respect to period, location and subject matter; from the 
Italian Cities of the Renaissance to the Growth of the Large Corporation in 
America, from the monetary theories and policies of Gustavus Vasa to Ricardo 
and the Bullion Report. There is writing by scholars from six countries, dating 
from 1890 to 1949. Of course the selection will appear ideal to hardly any 
reader, perhaps to no reader; and it would be easy—too easy—to reel off a list 
of names which one might have expected to find included but does not. What 
strikes one first, and what matters far more, is the range and variety of the 
contents. 

"Thus Section I begins with a series ot excerpts from Schmoller and ends 
with Cole's *Approach to the Study of Entrepreneurship"; Section II begins 
with Wesley Mitchell’s stimulating "The Role of Money in Economic 
History" and ends with John H. Williams on "The Crisis of the Gold 
Standard." But as the reader reaches this point he begins to wonder what 
principles have dictated the choice of articles. Is the book really as orderly as 
the division into sections would make it appear? It would not be claimed, 
surely, that each of these articles in the first two sections is the best available 
on its subject, having regard to the state of knowledge and opinion in 1953; 
nor are all of them rare articles, difficult of access (although admittedly five 
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of the twenty-one-essays in the first two sections are translated for the first 
time into English); nor could all of them be regarded as path-breaking con- 
tributions to economic history. There is, it is true, some sense of unity, espe- 
cially in Section I which emphasizes the centuries-long importance of the man 
of business in the western world and illustrates, besides, the long process of 
building up and breaking down thecries of “economic stages.” But articles 
on so many themes, by so many different hands, coming frem ‘so many 
countries and originating in so many points of view must present rather a 
disorderly appearance, must leave the reader wondering what economic his- 


tory is about and what its practitioners would be at—and this is true even 


of the reader who thought that he knew the answers to these questions before 
he opened the book. 

It is, however, here that the editors, possibly foreseeing this troubled state 
of mind, cunningly insert their section on Method: one article eech by Gay, 
Clapham, Heckscher, Spiethoff, Simiand and Bloch. Of these articles, three 


appear in an English translation for the first time. This section is rather like ` 


the last volume of A la recherche dw temps perdu: it resolves, or at least 
partially resolves, a number of doubts and problems. It focuses attention on 
the two grand questions: What is the purpose of studying economic history? 
What (even more insistently one finds oneself asking this question, prompted 
by the whole idea of the book) —what is the relationship of economic history 
to economic theory? 

Few economists or economic historians can be happy about present-day 
relationships between economic theory and economic history. These two 
aspects of what might be supposed a unified discipline too often seem ex- 
traordinarily dissimilar. In the work of Marshall (himself, as Schumpeter, 
reminds us, an economic historian of the first rank) theory and history went 
hand in hand; but in whose Principles since Marshall’s does history find an 
integral place? There seem to be two reasons for this alienation of history 
from economics. First of all, the years between 1890 and 1940 or thereabouts 
saw economists increasingly concerned with the study of equilibrium posi- 
tions; and economic equilibrium is not an historical concept. Secondly, econo- 
mists have recently become increasingly concerned with prediction. Now in 
prediction only short time periods can as a rule be considered, because demand 
changes, technological changes and pclitical or social changes have to be 
eliminated as uncertainties. It is not true that they are not certain because 
not man-controlled, but they are simply regarded as beyond the convenient 
limits of the system. Therefore it is in 2 sense true to say that if economics 
is to be a system capable of prediction it must be a short-run economics. (And 
of course it is open to anyone to suggest that attempts to construct a syste- 
matic view may lead to the advocacy of a systematic economy into which 
change enters only at a controlled rate. Whether this is either possible or 
desirable is, however, an altogether separate question.) 

Fortunately, there has been a reversal of the first of these trends in the last 
‘en or fifteen years. Economists are now increasingly interested in problems 
of change and uncertainty, and with respect to these the study of economic 
iistory should be of the greatest importance. (The problem of entrepreneurial 
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here we return to the problem implicitly posed by the volume before us; even 
when economic history is not mere “total immersion in a bath of appearances” 
it can still be anything from Der Moderne Kapitalismus through Heckscher’s 
“Natural and Money Economy” to Williams’ “The Crisis of the Gold Stand- 
ard.” Are all these styles of thinking equally valuable and. equally suited to 
effecting a reconciliation with economic theory? . 
Enterprise and Secular Change seems to suggest at ue are three kinds 
of economic history. There is economic history simply for the sake of knowl- 
. edge—for Light, in Pigou's phrase, not for Heat (although the difficulty 
‘here is that all knowledge, as Collingwood emphasized, must be organized in 
some way, and it is not always clear in what way this kind of knowledge is 
being organized); there is economic Gestalt theory, for both Light and Heat; 
and there is economic-historical classification and generalization for, in the 
opinion of the present reviewer, neither Light nor Heat. Each of these types 
has its practitioners and supporters. (A particular regret about the choice of 
articles, this time too keen to be suppressed, is that the editors, while giving 
us Spiethof’s own analysis of economic Gestalt theory, did not also give us a 

. specimen of it by abstracting some passage from Krisen.) The relationship 
of the first and last of these types of thinking with analytical economics is 
unlikely to be either close or constructive; hope (for those of us who do hope 
for these things) lies chiefly in economic Gestalt theory of some sort. And 
here, it would seem, the economic historian may re-form the theorist’s picture 
by stressing the shifting motives, the varying underlying social forces, the 
factors’ influencing demand and supply in the long run, the extraordinary 
complexity of the “real” world (as in Nef’s masterly analysis of capitalism in 
France and England between 1540 and 1640, where not a few of our modern 
“discoveries” or -rediscoveries about the inflationary process are anticipated). 
Thus the study of economic history should help to make the assumptions from 
which theory begins as reasonable for each environment and as clearly stated 
as possible. 

. Whether it was the intention of the editors of this book to provoke thoughts 
such as these is not clear; they seem, to.judge by the Preface, to have-had 
rather too many aims for comfort, and one trembles to think what the effect of 
the book might easily be upon "young scholars starting upon their own in- 
vestigations" (p.v.), for whom, it is suggested, the book is suitable. But there 
can be few established economic historians or economists whose economic view 
will not be widened by reading this volume and reflecting upon their own work 
in the light of the conclusions which it helps them to reach; for it stimulates 
and provokes as well as enlightens. It reveals a handsome part of the great 

spectrum of economic history; it should stimulate us to fresh enterprise of 

our own, undertaken with a sharpened sense of purpose. 

One last word. May we hope that those responsible for Enterprise and 
Secular Change will think now of a second but slightly different volume, A 
Survey of Contemporary Economic History or—to paraphrase another and an 
older title—Essays on Some Unsettled Questions of Economic History? 


A. J. Youncson BROWN 
Cambeidas BRualand 
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Winchester, The Gun that: Won the West. By Hanorp F. WILLIAMSON. 
(Washington: Combat Forces Press. 1952. Pp. xvi, 454. $10.00.) 

Students of American economic development can readily agree with the 
author’s statement that “Understanding of this period of American history 
is still incomplete.” Hitherto, the stress has been mainly on our abundant 
natural resources, the phenomenal development of technology, the rapid in- 
crease of population, laws and decisicns of courts, and so forth. Such accounts 
are barren when it comes to an understanding of the dynamics of our de- 
velopment. The invisible, intangible operating forces have been neglected, 
including such factors as individual initiative, imagination, vision of the 
future, “drive,” and willingness to take risks. In this volume, with reference to 
the Winchester enterprises, the author supplies the necessary elements. He 
presents not only the development of the arms industry, but the capacities 
and personalities of leaders in this business. 

'The account covers the period from about 1855, when Oliver Winchester 
the founder, became interested in firearms, to about 1932 when the "Win- 
chester organization became an important part of the Olin industries. For 
men who could see them, opportunities lay before the eyes of prospective 
producers of arms. For one thing, fakricators abroad did not understand the 
requirements of users in this country. What worked for small game hunting 
did not work for large wild animals, and when the purpose was to fight 
Indians a gun that discharged one bullet and had to take time out for reload- 
ing was not much protection against charging Red Men. Moreover, expert 
riflemen were punctilious in their choice of guns. With us firearms had to be 
adjusted to the individual requirements of the users. 

The author indicates that a small domestic industry Begin: T" appear in 
America in late colonial times, helped along by immigrant arzisans from 
Germany and Switzerland. The advert of Eli Whitney, the inventor of the 
system of interchangeable parts, contr.buted an advantage to workers in. this 
country. Oliver Winchester was not a bioneer in this industry, but he helped 
to prepare the way for better methods cf production and for new types of 
arms. Prior to his entrance into the arms business he was a merchant selling 
men's furnishings. The author described him as “a new type of entrepreneur 
in the fire-arm industry." His predecessors in this business were inventors 
and skilled mechanics. In our history a shift.of objective was not unusual, as 
was the case with Eli Whitney who was destined for school teaching, but 
through a chance remark of a friend, was directed to. the invention of the 
cotton gin. What Winchester lacked in mechanical ability was more than com- 
pensated by his ability as a salesman, his grasp of financial matters, and his 
choice of subordinates who could advise him. on technical matters. 

An important feature of this book is the manner in which the author dis- 
cusses policy questions which beset the Winchester management. In a grow- 
ing country business conditions were in continuous flux. An unending task 
confronted managers in adjusting to new. “conditions. With Winchester, various 
questions were always to the fore: How to meet competition, whether to 
stick to traditional lines of production or to branch into others, and in such 
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case what others should be added. to sustain profitable levels in the whole 
undertaking. Also, there were employment policy questions such as whether 
to use a contract system among employees or the standard daily wage. Should 
the company manufacture hardware which had little or no connection with 
its main lines? How should goods be sold—by direct sale to retailers, SUE 
jobbers, or through a chain store system, as was once considered? 

In the period shortly after the Civil War the company encountered a new 
class of problems. This was the era of the beginning of combinations, trusts, 
trade agreements and, of course, laws against these practices. The manage- 
ment had to decide what course to take. It did engage in some of these prac- 
tices. Problems existed in other fields, as with government contracts, and 
with policies for developing domestic and foreign trade. As yet, modern ad- 
vertising was still in the embryonic stage, but. more or less crude methods 
existed to call attention to the virtues of a company's products. It maintained 
. a group of field representatives such as salesmen, “missionaries,” and shooters. 
The duty of ‘‘missionaries” was to distribute posters and hangers to display 
in shops and windows, along with envelopes and order blanks. The shooters 
played the dramatic réle—they were the experts who demonstrated the virtues 
of Winchester guns. The prestige of the company was further increased by 
testimonials of well-known riflemen. Finally, towards the end of the company’s 
career the critical question was how to keep the organization afloat in face of 
losses. 

These are merely a sample of the many questio to which the owners had 
to find answers. In short, this book is much more than a narrative of the 
company's growth. In a measure, it is a useful case study on business manage- 
ment as applied to this organization. The book is supplied with an extensive 
bibliography, and illustrated throughout with types of guns and various 
accessories used by the company. 

. I. LIPPINCOTT 

Washington University 


Economic Development of the United States. By Joun R. Crar. (New York: 
McGraw-Hill. 1952. Pp. vi, 598, $5.00.) 

This volume deals with the economic development of the United States, 
presumably at the level of the beginning college student. In a field as rich 
in “facts” as that of the historical growth of the highly complex American 
economic society, a textbook author assumes the task of identifying those ele- 
ments of the story which, when related in coherent and meaningful fashion, 
will constitute not only a solid foundation for the student’s understanding 
of the nature of economic change but also for a more abstract analysis of the 

' whole (theory), and for more detailed examinations of the róle of the major 
institutional components. The task requires a purposeful organization which 
supplies the criteria fog selecting the data to be discussed, and which leads 
to and supports reasonably explicit conclusions. Detail enriches or confuses, 
depending upon the skill with which the relevance of individual facts to a 
larger whole is indicated. 


652 : THE AMERICAN ECONOMIC REVIEW 


In this volume there are few hints to the student as to what is significant, 
or why, and numerous occasions for mental indigestion. We are told that "The 
general theme of the book is that the United States began as an agricultural 
nation and remained within that category for more than two hundred and 
fifty years. . . . In time settlers were followed by organized governments, 
transportation agencies, merchants, bankers and farmers. These became the 
. nucleus of a highly developed society. As urban centers arose and as the 

United States matured, the threads of industrialization brought major changes 
‘to the pattern of American economic life. Slowly at first, and then at an 
accelerated pace, transportation and industry became essential in the economic 
structure," What is said about the agricultural nature of American society 
suggests a possibly fruitful interpretative approach to the subject-matter. 
Unfortunately, one looks in vain for either outright statement or indirect 
suggestion which develops this point of view. If the rest of the quotation can 
be said to suggest a theme, nowhere in the volume is it developed as such. 
Few professors have escaped the experience of being approached by one 
of their students with the question: “How much of the detail in the text wil! 
we be held responsible for?" Such questions are usually and justifiably 
. shrugged off with a stock answer. The query may, however, also be a source of 
embarrassment since it may legitimately arise from the failure of the in- 
structor, or the textbook employed to perform the essential teaching task of 
supplying the organization, and suggesting interpretations and value guide 
lines, which help the student in developing his own capacity to judge as to the 
significance of data. Without such a set of interpretative tools, students (and 
the instructor) are lost in a wilderness of assorted, unclassified, unappraised 
“facts.” The instructor using this volume will have little assistance in helping 
his students find their way out of the dense forest into which they have been 

led. 

CLARENCE H. DANHOF 
Washington, D.C. 


A Short History of the International Economy, 1850-1950. By WILLIAM 
ASHWORTH. (New York and London: Longmans, Green. 1952. Pp. 256. 
$3.25.) 


A well-written textbook which does more than rehash conventional materials 
deserves more than perfunctory notice. Professor Ashworth, a lecturer in 
economic history at the London School, has compressed into 250 pages the 
substance of a course in the history of international economic relations since 
1850. The work aims to meet the needs of university students, but the author 
hopes it will “be of some value to the general reader with a livelv interest in 
the process of historical development and the nature of modern society.” Both 
purposes have been well served. . 

International, Ashworth observes, means “common to many nations” as 
well as “between nations." Although he deals with international phenomena 
in both senses, the emphasis centers on the processes of change and growth 
common to two or more countries. Breaking away from “certain current 
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fashions in the writing of economic history,” he eschews “detailed consecutive 
treatment of the internal economic history of particular countries.” 

The story begins in the mid-nineteenth century, when “there were clear 
signs of change in progress and greater change impending.” This seems 
strained; for “signs of change in progress” must have been as readily ob- 
servable in 1846, or 1861, as in 1850. Though it is difficult to establish land- 
marks in economic history, probably the beginning of England’s half-century 
under free trade qualifies as a convenient point of Seve, Certainly, it 
added significance to international intercourse. 

But the expansion of trade and the migration of British capital were not 
the only channels through which an international economy emerged. Prior to 
1914, the spread of mechanization, resulting in “a massive expansion of pri- 
mary production,” reached manufacturing, mining, transport, and even agri- 
culture universally. “Yet, though mechanical techniques became dominant in 
the economic activity of the world as a whole, they did not spread to every 
occupation or to every place.” In eastern Europe traditional methods of farm- 
ing, “too often a euphemism for semi-starvation,” persisted; and colonial 
governments in the Far East restrained the development oi industries which 
competed with imports from the home country. We lack extensive cross- 
sectional data, or long time-series, for more than a limited number of 

countries; but Ashworth presents a trenchant verbal analysis of the uneven 
flow of technology and machinery into the national economies of the East and 
the West. 

More or less common experiences with the factory system, scientific man- 
agement, business organization, and concentration accompanied the mechani- 
zation of production. While there were “numerous exceptions to the increase 
of business concentration,” they were “tco few to diminish the significance 
of the general trend.” The labor movement, too, took on many international 
characteristics; although, “when tested by the First World War, patriotism 
proved far stronger than industrial solidarity.” 

Looking at “Government and Economic Life," Ashworth finds that no 
European country ever “came so near to laissez-faire as Britain”; but Ameri- 
can philosophy, except for the high tariff, “carried laissez-faire further than it 
ever went anywhere else.” Nevertheless, government regulation, economic 
planning, and public ownership widened their beachheads in every national 
economy. The differences were differences of timing, methods of control, and 
areas of intervention. l : 

The "emergence of an international economy" resulted from the diffusion 
of technology and tools and the mass migration of people across national 
boundaries. Surely, there were earlier signs of its emergence—even in the 
sixteenth century—but the increasing interdependence of nations sharpened 
the contrasts between the nineteenth and earlier centuries. *Hardly any part 
of the world was permitfed to remain economically self-contained, and the 
course of economic activity in any region tended in consequence to become 
more dependent on events and decisions in other places." 

The outbreak of war showed "just how delicately balanced was the inter- . 
national economic system"; and the developments of the ensuing thirty-five 


f 
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years repeatedly halted the prewer tendencies for the international economy 


` to expand. Fresh attempts to en arge the area of international division of 


labor often ended with agreements to curtail production, limit migration, and 
insulate national economies from the international. In contrast with the gen- 
erally beneficent changes underway at the middle of the nineteenth century, 
the “signs of change in progress” in 1950 seemed to portend the continued 
disruption, contraction, and fragmentation of the international economic 
order. f 

This sane and carefully constructed account of a century of economic 
development yields little by way oi conclusion or recommendation for reform. 
Ashworth has fulfilled his promise to show how “‘the bright promise bestowed 
by a century of material achievement was clouded by doubts whether the 
achievement might not be turned t» base uses or utterly destroyed." The evi- 


dence strengthens the conviction that “the creation of an international. 


economy" remains, as it was in prewar years, “the necessary accompaniment 
of the rapid development of the vorld's wealth, a process . . . almost uni- 
versally regarded as beneficial.” 3ut when merely economic remedies for 
economic problems become unpalatable or seem impractical to those wielding 
political power, the counsels of am economic historian lose their charm. 
. ROBERT S. SMITH 
Duke University 


Soviet Economic Institutions—The Social Structure of Production Units. By 


ALEXANDER Vucinicy. (Stanford: Stanford University Press. 1952. 


Pp. x, 150. $1.75.) 

Two aspects of the social organizztion of production units—power relations 
and group differentiation—are the main foci of investigation in this little 
book. In the study of power, defined as decision-making, the book examines 
the róles of various groups viewed first in terms of their functions (managerial, 
control and social mobilization) and secondly in terms of their organizational 
form (government, partv, trade union, *voluntary" organizations.) The study 


_of group differentiation deals primarily with social stratification and mobility. 


Both problems are investigated successively in each of the five production 
units: the factory, collective farm, state farm, machine and tractor station 
and industrial cooperative. 

Each production unit is treated separately, and the author leaves to the 
reader the task of generalizing from -he material presented in each case. This, 
coupled with the numerous qualifications which are inevitable and com- 


'mendable in the study of institutions so complex and so full of contradic- 


tions, makes it difficult to pick out the main theses. The following two points, 
however, are among the most prominent: (a) Power is lodged formally i in the 
manager of the factory and the general meeting of the collective ; iarm, but the 
incursions made upon this power Ly government'and party organizations 
have diluted it to the extent that the manager is reduced to a mere “bureau- 
crat serving as a direct link between an economic unit and the government 
bodies,” and **kolkhoz democracy! .. has shrunk to insignificance before 
the continually expanding network 5f channels devised to subordinate the 
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countryside to an indisputable authority of central government and Party 
quarters.” (b) Within production units planned increase of social stratification 
has resulted in the "consolidation of the intelligentsia as a well-delineated 
status group,” greater status differentiation among workers and peasants, and 
reduced mobility within and between-status groups. There is nothing new 
in these conclusions, but it is in the qualifications and amplifications that the 
- author makes some interesting contributions; for example, the “informal 
organization” by means of which factory management reacts to government 
and party incursions upon its power. 

The author is severely handicapped by lack of space. Fifty-one pages are 
devoted to the factory, 42 to the collective farm, and 39 to the other three 
organizations. A substantial amount of this space "is devoted to a highly con- 
densed presentation of historical and descriptive background information, 
which leaves little room for a full development of the main arguments. 
Consequently, the implications of some of the more interesting observations 
are not explored. For example, a remuneration system in which the income 
of the more productive collective farmers is earned at the expense of the in- 
come of the less productive ones is suggestive of many intragroup tensions 
which are not explored even in theory; or a further pursuit of the theme 
of informal organization might have led to some fruitful inferences about the 
goal orientations of management. A second effect of the shortage of space is 
the absence of documentation and illustration of many interesting ideas, such 
as the statement. that the glavk tacitly cooperates with the factory in many 
of its illegal actions, or that the class or group identification of a Soviet citizen 
is frequently determined in his youth. However, the documentation of factual 
statements is good and the author is careful with facts. The major exception, 
worth noting because it is important to the argument, is the labor draft status 
of women; contrary to the author's statement, women were included in the 
labor draft during the war and apparently still are. 

The specific contribution of the book is that it culls out of the primary 
and secondary sources a number of scciologically relevant factors, classifies 
them in a convenient way, and brings them together in one place. Since the 
broad picture of the social relations in Soviet economic institutions had al- 
ready been sketched out, the usefulness of the book would have been en- 
hanced if the same space had been devoted to a more intensive study of fewer 
problems or fewer economic institutions. 

: B i JOSEPH S. BERLINER 
Russian Research Center, Harvard University 


Formulation and Economic Appraisal of Development Projects, Book I: 
Major Course Lectures; Book Il: Lectures on Special Problems. Lec- 
tures at the Asian Centre on Agricultural and Allied Projects sponsored 
by the government of Pakistan and UN Technical Assistance Adminis- 
tration. (Lahore: Supt. Govt. ee 1951. Pp. xiv, 473; vii, 399. $3.00; 
$2.50.) 

In late 1950 the government of Pakistan, jointly with the Food and Agri- 
culture Organization, the International Bank and the United Nations, in- 
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cluding the Economic Commission jo: Asia and the Far East, sponsored a ten- 
weeks conference and workshop on economic development problems. The 
lectures now appear in print in virtually the form in which they were de- 
livered. Consequently they display both the merits and weaknesses of oral 
presentation reduced to print; a freshness and informality of approach com- 
bined with an occasional tendency to be long-winded or not entirely clear. 
All the same the lectures make good reading and the lecturers deserve high 
praise for the success with which they carried off what must have been a diffi- 
cult assignment. 

Book I contains the “six major courses” of lectures as follows: ““Develop- 
ment Projects as Part of National Development Programmes," by Hans W. 
Singer (U.N.); “Appraising Costs and Benefits of Development Projects,” 
by J. Thomsen Lund (International Bank); “Methods of Economic Fore- 
casting," by Mordecai Ezekiel (FAO); "Organization and Administration," 
by Marion Clawson (U. S. Dept. of Interior) ; *Financial Aspects of Economic 
Development" by Egbert De Vries (International Bank); and “Preparing the 
Final Prospectus and Proposal for a Development Project,” by Mordecai 
Ezekiel and Kemal Suleyman Vaner (U. N.). Book II contains lectures on 
"Special Problems of Economic Development." Some of these are indeed 
special problems, e.g., "Planning the Development of Asian Fishing In- 
dustries,” or “Farm Management Aspects of Agricultural Developmental 
Projects,” but a few are of more general interest, e.g., “Health Problems of 
Development Projects.” Few economists interested in economic development 
problems will not be benefited by reading Book II. But many will probably 
feel with the reviewer that most of the presentations in Book II are too tech- 
nical to be assessed by an economist. 

Of the lectures in Book I the reviewer believes that those by Singer and 
De Vries will be found of greatest interest to readers of this Review. Though a 
full discussion of their presentations cannot be given here, a few of the points 
that they particularly stress should be mentioned. Unfortunately this review 
will have to omit comment on the other monographs. 

Singer lays particular emphasis on what he calls the principle of accumu- 
lation and the principle of interrelation. “Economic Development is a cumu- 
lative process. . . . The secret of development planning is to set in motion 
forces of cumulation” (p. 2). As the subsequent discussion shows, Singer 
means by this that there is no linear cause and effect relation between, for 
example, poverty and capital formation, basic industries and development, 
agricultural development and industrial development, demand for basic serv- 
ices and supply of basic services, etc. If the reviewer understands him cor- 
rectly, Singer here is emphasizing that development or improvement in any 
one sector fosters and makes easier development in other sectors: in develop- 
ment and growth everything depends on everything else in an organic not a 
mechanical manner, This is the principle of accumulation or, perhaps better, 
the cumulative principle. 

The principle of interrelation in developmental programing concerns the 
necessity of understanding such complexities as the relation between social- 
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overhead service projects and directly productive projects, between public and 
private projects, between dispersed development and concentrated develop- 
ment, between capital-extensive and capital-intensive projects, between con- 
sumption gains and further investment, eic. Any successful planned program 
of development will have to take hard decisions on all these points, in Singer's 
view, and it is well to recognize them from the start while avoiding making ir- 
revocable commitments wholly on the one side or the other whenever possible. 

A good part of Singer's lectures consists in spelling out what these two 
closely related principles mean in concrete terms. It is a highly enlightening 
discussion. 

De Vries’ lectures to some extent cover ground already made familiar by 
other U. N. publications. The reviewer, however, found particularly fresh 
and revealing his remarks on “Savings and Investment in S.E. Asia,” 
“Seasonal Factors in Agricultural Financing" and “Summary of Development 
Problems of S.E. Asia." In all three sections De Vries! intimate and at times 
deeply sociological knowledge of S.E. Asia comes through strongly to give the 


reader a fuller understanding of the problems than he is ever likely to get from 


neat equations and tidy syllogisms. 

'This review has had to omit much that the reviewer would have liked to 
commend and comment on in the lectures of the other contributors. He hopes, 
however, that he has conveyed his conviction that these two volumes are 
generally excellent, and that he profited from them with real pleasure. 

Norman S, BUCHANAN 

University of California, Berkeley 


Costa Rica: A Study in Economic Development. By Stacy May, Just 
Faatanp, ALBERT R. Kocu, Howarp L. Parsons and CLARENCE 
SENIOR. (New York: Twentieth Century Fund. Pp. xiv, 374. $3.00.) 

The Twentieth Century Fund and the authors of this volume have put all 
students of problems of underdeveloped countries deeply in debt by this 
notable addition to a field of economic literature, so far more distinguished 
by good will and enthusiasm than by penetrating analysis. 

The purpose of the book is twofold: first, to describe the economy of Costa 
Rica and its main development potentialities; and second, to discover the’ 
immediate contributions which technical assistance under Point Four—but 
presumably also technical assistance from.international agencies—could make 
in accelerating economic development. Costa Rica was selected for this study 


: presumably for two reasons: first, being a very small country, the major 


development priorities stand out more clearly and the number of important 
projects is more limited; and second, in a number of respects, Costa Rica 
presents rather more favorable opportunities for development and technical 
assistance than other underdeveloped countries., f 

The arrangement of *the book is straightforward. The first two chapters 
(by Stacy May of the International Basic Economy Corporation) describe 
Point Four and the Costa Rican economy generally, and in relation to each 
other, Two chapters (by H. L. Parsons on loan from the U.S. Department of 
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Agriculture) deal with the agricultural sector. Three chapters (by Stacy May) 
deal with industries, utilities and commerce. Health and welfare are con- 
sidered (by Clarence Senior of the Bureau of Applied Social Research of 
Columbia University). Foreign trade and exchange problems are discussed 
(by Just Faaland on loan from OEEC). The general analysis. of the Costa 
Rican economy by sectors is concluded by two chapters on finance (by A. R. 
Koch on loan from the Federal Reserve Board). A concluding chapter draws 
together the results of the second’ analysis and presents conclusions and 
recommendations. 

Contrary to many group reports of this kind, the report joues. a consistent 
whole, and the staff of the Twentieth Century "Fund, as well as the authors, 
are greatly to be commended for welding the individual contributions together. 
The reader of this volume has all the time the feeling that he is consistently, 
gently but firmly, directed towards the final conclusions. This ease of reading 
is assisted by the fact that the small size of the country makes a transition 
from general principles to specific projects rather easier than it is in larger 
countries. Assisted by the miniature scale of the problem, the analysis strikes 
a happy medium between a skeleton model and:an economic almanac—that 
Scylla and Charybdis of reports of missions to underdeveloped countries. 

One inevitable drawback of the book is that it was written, under the 
immediate impression of the outbreak of hostilities in Korea. As a result, the 
authors seem. much more concerned about the possibility of supply difficulties 
for Costa Rica than present hindsight would indicate. 

, Subject to this general acknowledgement of the high standard of the book, 
the following major criticisms may be made: 

1. The study operates with a national income estimate of $180 per capita. 
This estimate is considerably in excess of the. United Nations estimate ($125 
per capita for 1949).1 The difference between the two estimates may be 
attributed to the fact that the Twentieth Century Fund study has used official 


: exchange rates. If the free market exchange rate had been used, a figure very 


close to the UN estimate would have been obtained. One wonders to what 
extent the optimism of this study on development prospects is related to what 
this reviewer believes to be an overestimate of the national income. 

2.'The study seems based throughout on the view that foreign assistance 
requirements are determined by the direct import requirements for equip- 
ment and material for development projects. This reviewer believes that this 
is a fallacy and that there is no necessary logical connection between the two. 

3. The proposal to reduce food prices—e.g., sugar prices—in order to 
release purchasing power for other products and create domestic markets, 
neglects the possibility that in the special conditions of an underdeveloped 
country the income elasticity of demand for food may be very high. 

4. The stay of the members of the group in Costa Rica was very short 
(only six weeks for the group as à whole), and it is notable that frequently 
even on elementary and important matters, reliance is placed on random 


t National Income and Per Capita incomes in Seventy Countries, 1949. Statistical Office 
of the United Nations, October 1950. 
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interviews, the ideas of farmers, guesses, etc. (on page 130, even on fisher- 
men's tales!). While fülly. recognizing the lack of information in under- 
developed countries, perhaps with a longer.stay the group might have been 
able to undertake studies of its own on some of the problems involved. 

5. From data given on page 114, it would appear that some $500,000 or so 
a year in foreign exchange is lost to the country through the smuggling 
out of gold. In a country of 800,000 people, this would seem a rather big 


'problem and it is surprising that no reference and no recommendation is 


made to the possibility of utilizing this potential source of finance for eco- 
nomic development. 

6, The report seems to operate too much with comparisons with the 
United States and ratios derived from U.S. data. A glaring example of this is 
to be found on page 134, where it is concluded ‘that in Costa Rica “there 
seems to. be even more opportunity in agriculture than in industry for pro- 
ductive improvement.” This conclusion is derived. from the fact that the 
ratio of: per capita. output in manufacturing to that of agriculture in Costa 
Rica is as high as 3:1, while in the United States it is only a little more than 
2:1. This seems.a very: slender foundation on which to base such an important 
conclusion. | 

' .7, In its proposal to abolish ' "inefficient" small-scale retailing, the report 
seems to fail to take account of the fact that retailing is often an outlet for 
semi-unemployed producers and artisans. The report states on page 186: 
“Since many. of: the small retail establishments are at the same time pro- 
ducers of handicraft products, the growth of larger retail units might facili- 
tate a larger scale of manufacturing, with its possible economies." To the 
reviewer, the link of retail trade and handicrafts seems to be. a reason to be 
careful about increasing the scale of the unit in trade, rather than otherwise. 
It seems just as likely that handicraft production may be destroyed without 
being replaced by larger-scale manufacturing. 

8. The report concludes from the data on changes in money supply 1940- 
49 that some: savings must have taken place. This conclusion, however, seems 
only reached by neglecting the increase of population during the decade. On 
a per capita basis, there would appear to have been no increase in real money 
supply at all. 

9. The report does not valley escape the fallacy of scale. Thus, it is stated 
(p. 267) that “Costa Rica has up to now obtained only a “small volume of 
financial aid.” When the data are expressed on a per capita basis, however, it 
would appear that Costa Rica has. received very appreciable. financial aid from 
abroad. 

10. The chapter on “Banking, Finance and Foreign Exchange” appears to 
be written in much more general and theoretical terms than the rest of the 
report, which goes directly to actual Costa Rican problems. This reviewer 
would moreover question*the theory which permeates this chapter and is also 
embodied in the conclusions, that foreign investment may contribute to infla- 
tion. This seems a confusion of thought. A given degree of investment will 
be less inflationary the more.it is financed from abroad. It is only when invest- 


H 4 
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ment from abroad raises total investment by more than the influx of foreign 
capital that foreign investment czn be said to be inflationary, and then only 
in: comparison with the lower volume of investment which would have ob- 
tained in the absence of foreign investment. 


11. The total cost and expected benefits of the projects suggested in the 


conclusions and recommendations are not worked out. In the absence of such 
figures, it is impossible to form an opinion whether the program suggested 
is well related to the resources lixely to be available for economic develop- 
ment. 

12. The report also raises sone interesting problems of “welfare eco- 
nomics.” On the one hand, the idyllic nature and charm of life on the Central 
Plateau of Costa Rica, with its eternal spring, are described; on the other 
hand, it is suggested that production should be shifted to other regions, par- 
ticularly the Atlantic coastal area abandoned by the United Fruit Company 
because of the spread of the Patama disease. This seems io amount ta a 
recommendation to sacrifice some of the “non-pecuniary advantages" of 
life on the Central Plateau for an increase in output. 

Since this review has made a number of criticisms, it may be well to repeat 
that this is one of the best publications on economic development problems 
which has yet appeared. To offs2t the above-mentioned criticisms, this re- 
viewer could give an equally fne or longer list of intriguing points or of 
interesting analysis. 

H. W. SINGER? 

New York, N.Y. 


Statistics and Econometrics 


Econometrics. By J. TINBERGEN. Translated from the Dutch by H. RIJKEN 
van Orsr. (New York: Blakiston. 1951. Pp. xxi, 258. $4.50.) 
Econometrics is an important method of economic research. Yet, because 
many economists have not had acequate training in econometrics they have 
not been competent to judge its results. This is partly attributable to the 
absence of a competent introducton to the basic elements cf econometrics. 
Tinbergen’s book is designed to fill this need as well as to acquaint the 
‘economist with some of the more important results of econometric research. 
Needless to say, Tinbergen is emmently qualified to undertake this task. 
The book is divided into three parts: the matematical formulation of 
problems, the statistical treatmemt of problems, and the contributions of 
econometric research. Discussion cf the mathematical formulation is centered 
upon the conception of a rigorous analytical model for a given economic 
problem. Economic theory is presented as a set of relations describing the 
logical structure of the economic mechanism. The main points of this section 
are -Tinbergen’s discussion of the function of mathematical economics, the 


* The author is a member of the United Nations Secretariat, but the views expressed in 


this review are his private opinions and do not necessarily reflect the views of the United 
Nations Organization. 
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. formalization of economic relationships, the nature and form of supply func- 


tions, some problems of macro-theory, and the stability of equilibrium. To - 


this reviewer this section does not measure up to standards of clarity, con- 
ciseness and systematic coverage of argument we have come to expect from 
Tinbergen. For example, the description of the function of mathematical 
economics (p. 13) is insufficient for the reader interested in the power of 
this tool. And in the discussion of simple a ggregation in macro-economic 
investigations (pp. 34-35) the dimension and meaning of the commodity in 
„the macro-function derived from the micro-demiand functions are not clear. 
However, it should be noted that the same section contains a series of valuable 
observations. Among them we find (pp. 15-16) Tinbergen’s discussion of the 
relationship between statics and dynamics, in which he emphasizes the rela- 
` tive obscurity of static models. He points out that a sufficient specification of 
economic mechanisms requires some description of dynamic properties and 
that often the logical character of the relations in a static model are not clear 
unless the dynamic background ‘of the theory has been specified. He notes 
that relevant differences between economc theories may be obscured bya a 
strict equilibrium analysis. 

Tinbergen's discussion about supply functions is highly suggestive. He 
distinguishes between two basic types of supply functions: quantity-setting and 
price-setting functions which reflect important differences in institutional 
arrangements. Two different logical interpretations can be attached to 


these two types of supply functions. They may be considered as two different - 


explicit solutions of the same implicit supply function. Or we may consider 
the quantity-setting function as a definition of the boundary of the attainable 
set of values of the variables and the price-setting function as a description 


of the quantity-price behavior within the attainable set, determined by a: 


given institutional context. In addition he indicates that supply-analysis 
Should take account of the differences presented by an order-reaction and an 
inventory-reaction case. This.last suggestion seems particularly relevant for 
macro-theory. 


. In his discussion of statistical problems Tinbergen has restricted himself +' 
. to a short general description of a few basic elements. A short description of . 


time series, their decomposition by various methods, and of simple and 
multiple correlation dominates this section. This part may be essentially 
conceived of as a reference list of statistical concepts basic for the econometric 
approach..Some of the newer developments are included, e.g., the simultane- 
ous equation approach. Nothing is mentioned about the important identifica- 
tion problem. 

‘The most interesting part of the book is in the.chapters on results and 
policy evaluations. Tinbergen's summary of results presents useful references 
to econometric studies on demand functions, cost functions, production-supply 
functions and various types of market elasticities. It also includes discussion 
of a relatively complex international trade model, applied to the situation in 


the Netherlands in recent years. The reader will find a careful study of this - 


section highly sugg estive and most rewarding. 
'The model is based on three behavior functions: (i) demand function for 
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the: national product by the home market; (ii). demand function for the 


. national product by the world market; and (iii) supply function of the 


national product in the form of a price-setting function. Here Tinbergen has 
once again demonstrated his renowned ability to construct a manageable 
model. He clearly reveals the devices needed to assure mamageability of a 
model whose: structure is more complex than most international balance of 
payments theories. These devices include linearizing the relations by selecting 
increments relative toa base period as endogenous variables, and ‘choosing 
a suitable scale for some of the price. and product variables. These steps are 
essential to scientific analysis. With the help of. methods. of statistical infer- 


ence Tinbergen derives estimates as to the quantitative structure of his model. 


Such estimates are necessarily subject to.some degree of uncertainty. ‘This 
uncertainty would be reflected in any conclusions drawn from and policy 
evaluations based- on the estimatéd. quantitative structure. To limit this un- 
certainty Tinbergen considered five quantitative structures differing from his 
best estimate but still all of them lying within some feasible range. One of 
the interesting. results is his estimate for the price-elasticit of exports and 


imports, an estimate which has been derived from an analytical framework ' 


larger than that usually encountered in such studies..In all six cases. their 
sum is never below 2:3. From the model Tinbergen extracted some relevant: 
information for an evaluation of the balance-of-payments problems..He found. 
that an isolated price or wage policy is a highly: inefficient instrument for 
achieving an equilibrium in international payments. „Devaluation fares no 


better as an isolated instrument. His results indicate ithat the combination. 


of devaluation and deflationary fiscal policy would: be efficient and that. the 
order of magnitudes of the required policy moult be perfectly. realistic. May: 
the disciples of Balogh be converted! pen 

‘Some quibbles and questions concerning this dui part ‘do not: detract from 
its over-all excellence. Nonetheless, the reviewer wishes to express himself 


strongly on the character of Tinbergen’s exposition. The boox is designed for 


the general economist—not for fellow econometriciáns—but. the. general. — 


economist may well experience some difficulties in: following the argument 


beginning on page 165. Tinbergen: leaps over somé.of the steps-he employed, . 


to combine relations. Such gaps and leaps-will frustrate the general economist 
trying to follow the argument..A:more explicit discussion would have been 
preferable on pedagogical grounds. Concerning. the nature of the relations 
certain questions come to mind, Should the average.propensity.to. import be 
treated as a kind of technical:coefficient? Is there no evidence that this 
quantity is an endogenous variable, dependent on price and cost structure 


. even for smaller countries? Does there not exist some. evidence to the effect 


that the supplv of products for exports depends (partially) : :on the level of 
home demand for the national product? Casual experience in the ddp! 
period suggests this last hypothesis. 

One of the last sections in the book contains an excellent discássion on the 
limitations of verbal treatment of problems: in. economic analysis. Tinbergen's 
comment on this point may be usefully considered by. economists. The book 


_ as a whole enables the interested reader to obtain a useful conception of the 


[ 
ni 
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general nature of econometric research. But it seems doubtful whether he 
will derive any workable knowledge of econometric research methods which 
he did not have -before. Such a textbook on econometrics has still to be 
written. "E A S 
KARL BRUNNER 
University of California. | 
Los Angeles, California 


Economic Systems; Planning and Reform; Cooperation 
The Dilemma of Democratic Socialism: Eduard Bernstein's Challenge to 
Marx: By PETER Gay. (New York: Columbia University Press. 1952. 
Pp. xvii, 334, $4.50.) 

This intellectual and political biography of Eduard Bernstein, the leader 
of German “revisionist” socialism, is a competent and useful work. Unlike 
much current American literature ‘dealing. with one or another aspect of the 
socialist movement, its purpose is to: understand the subject under investiga- 
tion, not merely to grind a fashionable ideological axe. 

The book is divided into three parts. The first deals with Bernstein’s con- 
version to socialism in the 1870s, his exile from Germany by Bismarck’s 
antisocialist laws and his years in Zurich and London, and his defection from 
Marxism after Engels’ death in 1895. The second part discusses in detail the 
“revisionist” doctrine which Bernstein expounded and defended in the years 
just before and after his return to Germany in 1901. The third part resumes 
the story of. Bernstein's career and its relation to the fortunes of German 
Social Democracy from 1901 until his death six weeks before Hitler came to 
power. In addition to published sources, Gay. makes .good use of the Bern- 
stein. Archives located in the International Institute for Social History at 


- Amsterdam; and in finding his way through the intricacies of Marxian theory 


and German history, he has evidently profited from the guidance of Professor 
Franz.Neumann of Columbia, under whose direction the study was under- 
taken. The style is clear and straightforward. ; 

The material which Gay- has assembled and digested allows us for the 
first time to see Bernstein in proper perspective and to judge his achievement 
fairly. He was a.Fabian long before he ever went to England and indeed long 
before there were any Fabians, and his conversion to Marxism seems to have 
been. more a matter of party loyalty and devotion to Engels than of genuine 
conviction. Seen in this light, his abandonment of Marxism after Engels’ death 
seems to, be not only natural, but inevitable: he was merely giving expression 
to his own earlier and more deeply held convictions. That this took the form 
of. “revising” rather than repudiating Marx was also inevitable under the 
circumstances: subjectively, Bernstein wanted to remain faithful to Engels, 
but much more importagt (this point seems to have escaped Gay), it was 
impossible.to get anywhere in the German socialist movement in the late ’90s 
unless one professed.to be some sort of a Marxist. Bernstein was very far 
from being the founder of revisionism; it was already a strong tendency in 
the movement before he began to write about it, and by the early years of 
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the new century most of the German Social Democratic Party were practical 
if not theoretical revisionists. Be-nstein's róle was merely to formulate. what 
a lot of people thought or felt, and his fame and popularity were in large 
part due to the fact that he proved the kind of theoretical justification and 
respectability they needed (also'»f course to the resounding applause of the 
bourgeois press—again a point overlooked by Gay). He was neither an 
original nor a powerful thinker, and his supporters and followers were an 
undistinguished and heterogenecus lot who created no lasting school of 
thought. After the Great Debate cver revisionism had suksided (before 1910), 
Bernstein had nothing new to of&r—his opposition to the war was a highly 
personal attitude, largely influenced by his Anglophilia—and during the 
Weimar period he had little influence and led an increasingly isolated exist- 
ence. 

. The picture of Bernstein whic: emerges from Gay’s careful review of his 
career is thus one of almost total failure. His theories enjoyed a momentary 
fame, not because of any particul=r merit but because of the special historical 
context in which they were first pablished, The practical politicians and trade , 
union bosses who eventually came into control of the German socialist move- 
_ ment agreed with Bernstein—to te extent that they bothered to think about _ 

theoretical questions at all—but aad no use for him in their inner counsels. © 

And the content of Bernstein's message—the gradual conversion. of the 

German middle classes to socialism, permitting a peaceful and legal transition 

to the new society—has been brucally belied by the whole course df German 

history during the twentieth century. , 

Gay, whose fondness for Berrstein is both obvious and understandable, 
tries hard to reach a more favora'3le verdict on Bernstein's career (especially . 
in the last chapter), but the result only emphasizes thé hopelessness of the 
effort. The truth is that, apart from (doubtless justified) encomiums to Bern- 
stein’s moral character, Gay is fc-ced to recognize explicitly the meagerness 
of his achievement. “It must be said . . . that his doctrine made only a 
negligible ¢héoretical contribution to Socialist thought" (p. 296). “The con- 
tribution of Revisionism to Socialist tactics was equally problematic" (p 297). 

. the reformists gained power in the party quite independently of the 
Revisionist theorists" (p. 299). ‘At is certainly true that Bernstein was un- 
fortunate in his supporters—not one of them understood his democratic 
Socialism sufficiently to develop it -urther" (p. 300). 

It would, of course, be quite wrong to conclude that it was not worth while 
to write Bernstein’s biography. On the contrary, he is a famous and contro- 
versial character who badly needs to be seen in proper proportions and 
perspective. It is Gay's merit the, despite his partiality for his subject, he 
gives us what we need for the purpose. At the same time, however, it must 
be said that he could have added zreatly to the significance af his book if he 
had frankly faced the fact of Be-nstein's failure and had inquired seriously: 
into its implications. As it is, the »ook is good as an intellectual and political 
biography of Bernstein, but it never comes to grips with the crugaly d impor- 

- tant problems implicit in its title 
^. Gay's-handling of the economic theories in dispute between Maraists and 
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revisionists is on the whole adequate but uninspired. (This may sound like 
damning with faint praise; but in the present intellectual atmosphere in this 
country, it should be taken as—and is intended as—a compliment.) There 
is, however, one important exception: Gay's treatment of the capitalist break- 
down issue seems to me to be deficient both as regards its meaning and its 
wider implications. At the very center of Bernstein’s attack on Marxism is 
the alleged theory of capitalist breakdown which Bernstein simply takes for 
granted as being an assential part of Marx’s doctrine. And yet the truth is 
that Marx had no such theory, as Gay himself in effect admits when he says 
that “Marx never presented a coherent picture of just how capitalism would 
come to an end” (p. 177). In spite of this implicit admission, Gay argues as 
though Bernstein had been quite justified in attributing a breakdown theory 
to Marx. Gay’s reasoning seems to be that since Marx (undeniably) believed 
in the existence of tendencies to capitalist breakdown, it follows that ‘he must 
be assumed to have believed in the eventual inevitability of capitalist break- 
down. This is on a par with the well-known criticism of orthodox economists 
which maintains that because they assert the existence of tendencies to long- 
run equilibrium, they must also believe in the reality of long-run equilibrium. 
It is a time-honored method of criticism, and it leads to easy verbal victories 
—but also to quite irrelevant conclusions. Gay’s failure to see this vitiates his 
whole discussion of the breakdown controversy (pp. 176-90). This is too bad, 
since the problems involved in this controversy are among the most difficult 
, and important in the whole field of political economy and in a very real sense 
dominated the debates between the revisionists and the orthodox Marxists. 
Paur M. SwEEzy 
Wilton, New Hampshire 


Comparative Economic Systems. By THEO SuRÁNvr-UNGER. (New York: 
McGraw-Hill. 1952. Pp. x, 628. $5.50.) 


This book is ambitious in scope, overwhelming in erudition, and challenging 
in thesis. The first hundred pages, constituting Part One, state the theme: 
the categories conventionally used in classifying contemporary economic 
systems are inaccurate and provoke discord among nations by their mutual 
exclusiveness. Such supposedly extreme systems as those represented today 
by the United States and the Soviet Union are in- fact constantly in flux and 
are both tending towards some mean position between them, such as that 
occupied by Great Britain. In short, according to Professor Surányi-Unger, the 
outmoded static concept of rigid differences in kind must give way to the 
more fluid concept of ever-changing differences of degree. 

Part Two (about twice the length of Part One) analyzes the social elements 
which today at once differentiate and fail to differentiate the "American 
sphere" from the “Soviet sphere.” This section relies heavily on history, 
philosophy, anthropology, and allied disciplines. The point stressed here as 
elsewhere is the fundamental and growing rapprochement between. “West” 
and (Soviet) “East.” 

The third. part, and second half, ‘of the volume discusses the economic 
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element in contemporary systems. In so far as systems may be identified by . 


their economic characteristics, the chief criterion is the relative amounts of 
collectivization and private enterprise. The reader will find in these latter 
chapters:most of the material customary in textbooks in this field, but only 
.by way of illustrating the author's theses regarding the distinctions, and lack 
thereof, bétween the Soviet and non-Soviet worlds. The theme of dynamic 
transmutation of economic systems is stressed for a third time. The author 
repeats here the argument of his earliér volume, including his questionable 
idea that “collectivization” may be treated by the indifference curve technique 
as a "good" opposed to "reprivatization." Indeed, this volume as a whole may 
be viewed as a restatement and expansion of the earlier volume, recapitulating 
it verbatim in places. (Cf. p. 293 of the new with p. 15 óf the earlier volume.) 
The book suffers from: confusian.as to aim..No work can successfully be 
simultaneously an original treatise and a beginner’s guidebook.. To mention 
_ just one difficulty in this connection, the language of this book is not infre- 
quently too esoteric for normal reedability and is certainly beyond the col- 
lege student. Not. only should a textbook not double as a treatise, but no 
scholarly publication should be a tract, a this book at times harangues too 
much. sd 
The most constructive spect of the book i is its experiment in polysynthesis. 


There can be no doubt that a “general” economics which can.deal with new: 


twentieth-century forms of economy as well as with traditional laissez-faire 
capitalism must combine the mathematical formalism of mddern analytical 
theory with knowledge from the general corpus of social science. 
Unfortunately, the author’s vast coverage is at the cost of some error. For 
example, he misconceives the nature of both Platonic and medieval philosophy 
(p. 134), misappraises the kolkhozi (pp. 30 and 394-96), and oversimplifies 
and distorts Marx (p. 136). His gravest deficiency is that he founds his system 
upon an extreme nominalism which he cannot sustain and. which leads him 
into profound pitfalls! His denial of the existence of distinctive species or 


categories implies the impossibility of man's power to generalize—a power —4 


upon which all human knowledge rests. It also belies our common-sense reali- 
zation that fascism, say, is in truth a distinctive system. Its practical conse- 
quences are most dangerotis, for it counsels a do-nothing policy in the face of 
evil on thé grounds that the evil (1) is not there (differences do not exist) and 
(2) will go away (differences of degree dynamically disappear). Moreover, 
despite his denial; he finds himself forced to erect classificatory systems of his 
own based on questionable distinctions, such as materialistic and nonmate- 
rialistic, primary and secondary, distributive and equalitarian economies: 
A system, whatever its merits, is not likely to convince if it € even métely 
superficially seems to be obscure and contradictory. 
; ^. ALLEN. M. SIEVERS 

Washington, D. C. i an eo ota 
! Private Birba and Governmenicl Planning: An ami (New. York, 1950), 


reviewed by Carl Landauer, Am. Econ. Rev., Sept. 1951, XLI, 696-28 and by. A. G. 
Papandreou, ac alata Oct. 1952, XX, 608-99, y P 
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National Income and Social Accounting 


Veründerungen der Einkommensverteilung in England, 1938-1948. By ERWIN 

- GERBER, (Bern: Rösch, Vogt und Co, 1952. Pp. vii, 152. 16 sw. fr.) 
^A study from abroad of economic change in a country is frequently of 
interest because distance results in better perspective and detachment from 
partisan issues or because a comparison with developments in the-author’s 
own country enriches our knowledge of comparative economics. The present 
study has none of these merits. 

Dr. Gerber's study on changes in the distribution of personal income in 
the United Kingdom falls into three parts. In the first chapter, changes 
between 1938 and 1948 are described and' particular attention is paid to 
factors which have caused an increase in the share of wage income in the 
total. The second chapter deals with the impact of taxation on the size dis- 
tribution of disposable income. In the third chapter, changes in real personal 
income are discussed. The main findings on the extent of the levelling process 
and on the effects of taxation and of differences in the change of the cost of 
living, summarized in a concluding chapter, are broadly in agreement with 


those reached by British students.! 


The study is organized around some 50-tables drawn from a variety of . 
British publications ranging from the official White Papers on National 
Income ‘to the Conservative Campaign Guide. The author's use of source 
material is, however, less critical and imaginative than in the recent journal 
articles by Barna, Brown, Reddaway, Rhodes, Sears and Wallis (to which 
Gerber, however, makes no reference). 

Gerber’ s study contains no material that wọuld not bé known to students: 
of the British economy, although it will provide the continental reader with 
a wealth of information on such subjects as the United Kingdom income tax 
structure (including sample computations of tax returns), the computation 
of Laspeyre's index or the Organizatiori for European Economic Co-operation 
recommendations for an investment program for the United Kingdom. A 
good part of the text consists, indeed, of brief summaries of articles which 
have appeared in recent years in the London ‘Economist, including the well- 
known series on the Age of Inflation, and of various documents, such as the 
Labour government’s “Statement on Personal Incomes, Costs and Prices" of 
February 1948. l 

‘The author’s endeavor -to give the study a logical structure by subdividing 
a 150-page monograph into fifty sections with separate headings is defeated 
by his wrestling with definitions, Indeed, the struggle begins on page 1, 
where in a footnote he tries to clear up the confusion arising from the con- 
tinental use of the terms Great Britain and England to denote the territory 
of the United Kingdom (but thereafter proceeding to use these three terms . 
indiscriminately). This reviewer wonders whether the problems of exposition 
would not have been simplified if the.author had avoided using such cumber- 
some definitions as the following one for taxes, at the beginning of Chapter 2, ` 


1 See, for instance, D. Sears’ article i in the October 1949 Bulletin of the Oxford Institute 
of Statistics. 
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taken from Amonn’s textbook: “A compulsory payment levied by a govern- 
ment unit from private economic units belonging to it, by virtue of the fact 
of their belonging to this unit, ‘belonging’ being defined not in a political or 
territorial, but in an economic sense, namely as belonging to the economy of 
the Government unit.” 

In many cases when Gerber’s exposition reaches a point where some broader 
and provocative analysis could have been attempted, he rules the problem 
to be “outside the scope of our study.” Yet the study is overloaded with 
material only indirectly related to the subject and used to only a very limited 
extent in subsequent discussion. Thus, after a lengthy summary of the well- 
known article by Mary J. Bowman; illustrated by charts in which the original 
American data are replaced by U.K. income distributions, the author remarks 
that the preceding pages should have simply shown the potentialities cf 
graphical analysis. 

GEORGE GARVY 

Federal Reserve Bank of New York i ae 


Business Fluctuations; Prices 

The American Economy in 1960. By Geraro Corm, assisted by MARILYN 
Younc. Planning pamph. no. 81. (Washington: National Planning 
Assoc. 1952. Pp. ix, 166. $2.00. 

The Sustaining Economic Forces Ahead. Materials prepared for the Joirt 
Committee on the Economic Report by the Committee staff. (Washing- 
ton: Supt. Docs. 1952. Pp. viii, 70.) 

Markets after the Defense Expansion. A report prepared by the staff of the 
Office of Business Economics, Dept. of Commerce. (Washington: Supt. 
Docs. 1952. Pp. vi, 90. 55 c.) 

These three pamphlets, or monographs, attempt to present a factual and 
analytical. basis for judgment about future levels of economic activity. All 
are written for the purpose, which :s more or less explicitly stated, of allaying 
the fears of a major recession or depression that have gained dominance 
among economic analysts. In the words of Colm, there is "some validity and 
a good deal of error" in such views (p. 69). 

Attempts to counter public fears with official reassurances have, in the re- 
viewer's opinion, little merit, because they carry the disturbing implication that 
they would never have been made if the situation were really secure. In contrast 
to the outpouring of such “reassuring” speeches and press releases from Wash- | 
ington since the Russian “peace cffensive,” these reports really present the 
kind of evidence that permits a rational appraisal cf prospects. 

~All three deny that any specific forecast is intended. The objective is 
rather to present projections, based on stated assumptions, as guides to gov- 
ernment and business in planning for prosperity without inflation in the years 
ahead, There is substantial unanimity that although the danger of a decline 


?**A Graphical Analysis of Personal Income Distribution in the United States,” this 
Review, September 1945. 
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exists, the evidence that it will be serious, or even occur at all, is not con- 
clusive. To quote the Commerce Department, 1955 may be expected to “pro- 
vide a serious test of strength of the economy.” But, “We cannot conclude 
that a business recession will or will not occur, sometime, or any particular 
time, during the next few years” (p. 3). 

The Sustaining Economic Forces Ahead was the earliest of the three in 
timing of analysis and in date of publication. Originally undertaken when the 
pessimism of early 1952 was at its height, it represents a rather straightfor- 
ward attempt to refute prevalent argumenis that a serious decline was in the 
offing. It deals with the entire period from 1952 to 1960 in terms of thé 
investment and other goods that would be needed to maintain minimum liv- 
ing and production standards in a growing, healthy economy. 

It may at times strain a little in making its point—for example, in relying 
on the projection of geometric trend lines—but even discounted for possible 
exaggeration, the estimates are large enough to call in question the more 
pessimistic predictions that are currently in circulation. The independence of 
thought and judgment underlying this work is illustrated by the adoption of 
population estimates in the higher part of the range of probabilities projected 
by the Census Bureau, with a challenge to the population “experts,” that 
they “assume rather unrealistically that by 1955 the birth rate will have 
fallen to the depression low” (p. 12). 

The American Economy in 1960 jumps the intervening years to analyze 
the possibilities of achieving and maintaining full employment after the 
defense build-up is complete and military spending drops back from a peak of 
$60 billion to a maintenance rate of $40 billion. The analysis is carried out 
in terms of a series of models, all of which assume an international situation 
much like the present and a gross national product of $425 billion in 1951 
prices (based on armed forces of 3.5 million and a civilian labor force of 69 


“million with 4 per cent unemployed). 


The method of constructing the models is described in some detail. Each 
assumes a different way of arriving at the $425 billion total—essentially by 
assuming that the deflationary gap left by the decline in military expenditures 
will be filled by compensating changes in one or another of the major sectors 
of the economy, as represented by consumer, business, international, and 
government accounts. One by one, all of these partial models are rejected, 
leading to an “adjusted” model in which each of the sectors makes a more 
moderate contribution to the projected level of activitv. 

Colm displays a mastery of the method based on long experience, having 
been associated with its development from the beginning. Nevertheless, his 
results illustrate again that model building can produce almost any desired 
result. A combination model that requires only limited contributions from 
various sectors is seemingly more realistic than one that requires an extreme 
contribution from one sector; but the combined result is dependent upon a 
conjuncture of adjustments that is not necessarily more probable than a 
single large adjustment. Perhaps the bigzest question mark lies in the con- 


sumer account. The saving rate is assumed to drop from the recent 8 per cent 


of disposable income to 5.4 per cent—equivalent to that experienced in the 
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somewhat abnormal years 1948 and 1950. Colm’s statement that this implies 
the “same situation—high positive saving, and heavy purchases of consumer 
durables, supported by an increasing level of outstanding consumer credit” 
(p.5 5) is not entirely reassuring. 

Colm puts his models to the best use to illustrate the “policy adjustments" 
needed to promote’ high level stability. Among the. policies recommended are 
low prices, low interest rates, low taxes, and borrowing to finance some gov- 
ernment investments but none of its cürrent operating expenses, In discussing 
these policy adjustments, many theoretical points are developec. With refer- 
ence to the government budget, for. example, it is pointed out that “ 
balanced cash budget on a high level might be inflationary while an attempt 
to balance the budget on a lower level. may be deflationary” (p. 87).. There 
is much of interest to the general economist in both the Tady and the 
appendixes of this report. 

Markets After the Defense Expansion is specifically ‘aimed at informing 
“the business community on factors affecting. the level of civilian demand 
after the present defense program has reached its peak" (title page). The 
bulk of the pamphlet is devoted to a discussion of the current position of the 
major segments of the gross national product and prospective changes that 
might be expected in each between 1952 end 1955. At the end, it presents “a 
high-level market pattern" for 1955—a model, of the Colm variety, based on 
the assumption that the economy will continue to operate at a hizh rate—and 
offers some suggestions for applying this market pattern to the | problems of 
, the individual business concern. 

It presents the material needed for making a short-term forecast witliout 
actually organizing it into an over-all forecast. The techniques used in ana- 
lyzing the segments vary considerably. To illustrate, the chapter on "Business 
Intentions to Invest" begins by presenting the results of two surveys of the 
future capital outlays planned by business concerns; it immediately supple- 
ments these with analytical material taking account of historical trends and 
the magnitude of current investment in relation to capacity and profits; and 
it then goes on to discuss inventory fluctuations, the availability of financing, 
and the degree of market satisfaction for other forms of investment, such as 
farm, institutional, and residential construction. At various: points, the re- 
sources of other organizations and agencies are drawn upon to round out the 
Department’s own work. Altogether, it is the best analytical. summary of 
factors in the business outlook published to date. 

All three of these publications place considerable emphasis on the continu- 
ing growth of the economy as a factor limiting the extent and duration of 
cyclical declines. They also emphasize the extent to’ which such declines will 
be mitigated by the automatic stabilizers that have been built into the 
economy—miainly, flexible taxes, unemployment compensation, old age pen- 
sions, farm price supports, and insurance of bank deposits. Recognizing that 
the quantitative effects of these factors will be limited, however; they fall back 
on the Employment Act of 1946 as an indication that vigorous action will be 
taken by the government if-any decline should threaten serious unemployment. 

The reader whose primary interest is practical and short-run will find 
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Markets After the Defense Esjdnsion well worth the reading. Those whose 
interest leans more to theoretical considerations and the longer-run will find 
The American Economy in 1960 rewarding. These two contain most, though 
not all, that.is of lasting value in The Sustaining Economic Forces Ahead. 
Together, they disclose the strengths and. weaknesses of an economy facing 
a transition at the peak of an armaments boom and the publ involved in 
keeping it prosperous in the future. 

<V Lewis BASSIE 
University of Illinois l 


Economic Stabilization: Objectives, Rules, and Mechanisms. By WALTER P. 
EGLE. (Princeton: Princeton Univ. Press, for the Univ. of Cincinnati. 
1952. Pp: xii, 264. 

Taking his cue from the late Henry. Simons, Professor. Egle has set himself 
the task of impressing all.those interested in stabilization policy with the 
need for binding goals—for firm. government ‘commitment to. clearly defined 
floors and ceilings of aggregate economic activity. However, Egle would aim 
primarily at the stabilization of employment and income and only secondarily, 
prices. Emphatically rejecting as inadequate reliance on automatic stabilizers, 
he has also placed the emphasis on the need for discretionary,. countercyclical 
variation in federal expenditures and tax yates.: If. we add his expectation 
(like that of Simons) that his scheme will ultimately become self-enforcing, we 
have in a nutshell Egle's central theme. 

To the professional economist, the book: under. review is likely to appear 
as a restatement of familjar ideas. Such a work is not without merit, pro- 
vided it offers a thorough examination and scholarly appraisal of issues and 
alternative proposals. Unfortunately, these traits are lacking in the present 
book. Egle has been content to raise a lot of old (though still important) 
questions, but after a few cursory remarks, drop them-again without, having 
shed much new light. The book rather resembies a (good) manual for policy- 
makers and administrators. In fact, it.should be made required reading for 
these groups, as well as for all congressmen and members of the business 
community at all'interested in stabilization problems. 

The first two parts of the book are largely an examination of the adequacy 
of variously proposed built-in stabilizers. In the first part, Egle deals with 
what he calls "fixed schemes," which are really automatic-stabilizers proper 
(corporate and personal income taxes, underemployment compensation, etc.). 
The second part deals with what he calls:"flexible schemes," i.e., programs 
which permit discretionary action circumscribed by a set of legislative rules, 
as well as various kinds of “tripping” devices.for effecting automatic changes 
in tax rates and expenditures. After brief discussion, the first group is rejected 
on the well-known grounds that built-in stabilizers can provide only retarding 
influences on income movements. Except for the “stable money” people, most 
readers will find little to dispute in this discussion, other than the elliptic 
nature of much of it,. particularly the analytical portions. 

'There is more to quarrel with in Egle’s rejection of the S0- -called “exible” 
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stabilizers. He displays too strong a tendency to dismiss proposals out of 
hand. Thus in rejecting the method of heavy public works, he raises the old 
arguments about their lengthy planning, inception, and termination periods. 
No recognition is given to the important work of Benjamin Higgins, who, 


after detailed empirical study of the problem, has indicated that a good deal - 


of flexibility can, in fact, be incorporated into public works programs. Since 
public works programming offers such a potentially importent róle in com- 
pensatory fiscal policy, Egle shouid, if he disagrees with Higgins’ ideas, have 
dealt with them in some detail in a book of this kind. 

Automaticaly varying tax rates are summarily rejected on the vague 
grounds of *annoyance" to taxpayers, the administrative problems posed to 
government officials, and the possibility of confusion to businessmen brought 
about by varying tax schedules. However, as to this last difficulty, it would 
appear that Egle himself is confusing certainty with constancy of variables 
in decision functions. As long as rate changes occur in a predictable manner, 
known beforehand to businessmen (a condition implicit in such proposals), 
confusion from this source will be at a minimum. On this point alone, it 
might be argued that automatic variation in tax schedules is better than dis- 
cretionary variation, since the former is at least predictable. At a more 
general level, it is to be observed that most of the problems posed by Egle in 
this connection would apply with equal force in a discretionary scheme of 


things. The major, and perhaps decisive, exception to this statement lies in the . 


implicit assumption underlying the automatic program that there is some- 
thing uniform about the way in which the strength of cyclical forces operates, 
not only from cycle to cycle, but among the different phases of each cycle. 

However, as Egle notes, “the purpose of such rules is not to reduce the 
handling of such controls to sheer routine but to make certain that the con- 
trol will be used to fight swings" (p. 86). Advocacy of this type of automatic 
program has stemmed largely from a recognition of the need to do away with 
the woeful lags inherent in the present legislative scheme of things, and at 
the same time, from a recognition of the wisdom cf presenting such proposals 
in as palatable a manner as possible to a Congress jealous of its prerogatives 


in tax and appropriation matters. For one who gives so much attention to, 


such “practical” considerations, Egle is surprisingly harsh on proposals of this 
type. i 

Part III, the core of this study, concerns itself with an analysis of the 
theory and application of the “method of binding targets.” “The principal 
source of weakness in past stabilizing efforts has been the absence of clearly 
formulated (objectives) and powers on the part of authorities entrusted with 
cycle control” (p. 97). The means to achieve the end must be adequate, 
which means strong discretionary powers to vary budgetary outlays and tax 
rates to the required extent. “The ultimate purpose of the binding norm is 
to establish public confidence in future markets andejob opportunities (in the 
hope that) producers and consumers will behave so as to simplify greatly the 
task of the stabilizing authorities” (p. 98). 

“Objectives should be stated in terms of a binding floor and ceiling making 
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for a liberal margin of fluctuations” (p. 97). A floor of 5 million unemployed 
is suggested to avoid the problem of differentiating voluntary from involuntary 
unemployed and to avert the possibility that too high an employment floor 
might give rise to wasteful *quasi-doles." Fears of the latter seem at odds 
with Egle’s ideas of a carefully conceived program. And 5 million unem- 
ployed seems rather high in the present social context> Officials were decid- 
edly fretful in 1949 when unemployment rose to some 3 million. 

Problems of fixing a ceiling are rather formidable, too. Egle is inclined to 
think in terms of a price ceiling, because inflationary price movements are 
ordinarily ineffective in inducing expansion of output and employment. How- 
ever, the degree of inflation should be specified. One could make a pretty fair 
argument that some inflation (say, about 2 per cent a year) is a good thing 
for investment outlays in a free-enterprise economy faced with possible sav- 
ing-investment problems. If there is anything to the Kondratieff thesis of 
long waves of exhilaration and depression or stagnation, one might point to 
the long periods of differential price movements as offering some corrobora- 
tion of this suggestion. Moreover, there are such problems as rising prices 
long before full employment is reached and the ever-ticklish possibility of 
converting upswings to downswings. Some inflation might well be tolerated to 
avoid the latter problem. 

The principal thesis of the final part of the book is the need to back up 
strong monetary-fiscal tools with such direci controls as qualitative credit and 
even price and wage controls, as a means of coping with serious sectoral dis- 
locations or maladjüstments. Egle places particular stress on these controls 
during the “launching period" of his program, when the problems of rigidities 
and inflexibilities are likely to be particularly acute. To deal with the latter, 
strong action toward “competitive reform" is urged. While not wishing to 
dispute the merits of such reforms on other grounds, this reviewer feels that 
Egle handles the problem of the relationship of monopoly (or oligopoly) to 
business fluctuations much too glibly. 

At the outset of this book there is a discussion of the relationships between 


the problems of stagnation and cyclical instability, which leaves much to be 


desired. In particular, Egle is too prone to dismiss the stagnation thesis with- 
out sufficient appraisal of its merits or weaknesses. Instead, there is a facile 
tendency to toss off the problem as a product of “monopolistic restrictions and 
undue concern with security." As a result, Egle finds "particularly aggravat- 
ing" the various suggestions for stimulating private investment and lending 
activities, because such programs might generate unprecedented .business 
fluctuations, This position, of course, begs the central question of his entire 
discussion, viz., whether future secular growth of the U.S. economy will be 
characterized by underlying stagnation or inflationary tendencies. Correct 
emphasis in the area of fiscal and monetary policy requires some evaluation 
of long-run trends, a (thankless) task to which Egle should have addressed 


ee himself. After all, if a tendency toward chronic underemployment should, in 


fact, manifest itself, there is the possibility that his book would be quickly 
relegated to the History of Economic Thought. 
D. HAMBERG 
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Readings in Business Cycles and National Income. By ALVIN H. HANSEN and 
RicHaRD V. CLEMENCE, editors. (New York: W. W. Norion. 1953. Pp. 
xi, 588. $3.05.) > 

This collection of readings “is intended nai for the use of under- 
graduate students” for the purpose of gaining “a firsthand acquaintance with 
at least some portion of the literature of their subject." The 37 selections ate 
arranged in seven groups: Historical Episodes (4 selections); Business-Cycle 
Theories (11); Economic Dynamics (6); Econometrics (6); International 
and Interregional Aspects (3); Long Cycles (2); and Cycle Policy (5). The 
readings are reprinted in full, and the editors have prefaced each selection 
with brief comments to introduce the reader to the author and ‘his work. The 
“Business. Cycles” of the title.is apposite in that the readings deal primarily 
with fluctuations, while the “National Income" portion of the title is accurate 
in the sense that most of the articles analyze cycles on the aggregative level. 
In addition, several of the articles in the Economic Dynamics and Cycle 
Policy sections are concerned in part with the conditions for steady growth of 
national income over time. ` 

The collection will be of greatest value to those. instructors who teach 
business cycles primarily as a course in cycle theory—or, more accurately, in ' 
cycle theories. Part Two, on business cycle theories, has a strong history-of- 
doctrine flavor: the authors of the selections are J. S Mill, Jevons, Alfred and 
M. P. Marshall, Pigou, Spiethoff; Cassel, Aftalion, Hawtrey; Mitchell, 
Robertson, and Kahn. The frontiers of contemporary thought are represented 
by the readings in Parts Three and Four, on economic dynamics and economet- 
rics. The selections-in Part Three deal with the neo-Keynesian models oi 
Harrod, Hicks, and Metzler. It is something of a surprise to discover that 
only one of the six selections in the econometrics group (Kinarsen's summary 
of his work on reinvestment cycles) is devoted to statistical work with a 
theoretical model. Tinbergen's “Critical Remarks on Some Business Cycle 
Theories" reports some of the results of his investigations, but does not 
reproduce his models. A third article in the group, Kaldor's *A Model of the 
Trade Cycle," really belongs in Part Three. The remaining articles in Part 
` Four are concerned with methodological problems, and include the Keynes- 
Tinbergen controversy on statistical business cycle research. 

It is axiomatic that the editors of a coliection of this nature cannot please 
everyone. In the present instance the editors have done well what they set out 
to do. Given their framework, the quality of the selections is high, and a 
reasonable balance of differing points of view is maintained. In this context, 
the reviewer really missed only two readings. Keynes’ “Notes on the Trade 
Cycle" from the General Theory might well have appeared in Part Two, and 
Schumpeter's 1935 article. from Tke Review of Economic Statistics in Part 
Two or Three. (The latter, however, is reprinted in the American Economic 
Association's Readings in Business Cycle Theory.) On' the other hand, it was 
a pleasure to discover that materials on international and interregional aspects 
of cycles and Garvy’s excellent article on Kondratiefi’s theory of long cycles 
had been at last made easily available for student use. 
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'The reviewer was somewhat disturbed by the comparative underrepresenta- 
tion of the points of view of those scholars who believe that research in the 
field of business cycles should combine theoretical, statistical, and historical 
analysis. Thus Metzler's review of Burns and Mitchell's Measuring Business 
Cycles, which is included in the collection, provides a brief summary of “the 
National Bureau technique" of business cycle research together with a 
critique of the approach, but no defense of the approach appears in the 
volume, nor is there anywhere an example oz the use of the method. The first 


: deficiency could have been remedied by including, for example, Part V of 


Chapter I froni Mitchell's 1927 Business Cycles, and the second, by reprint- 
ing Abramovitz’ preliminary summary of his investigation of the róle of inven- 
tories in business cycles, which appeared as National Bureau of Economic 
Research Occasional Paper 26. Again, although analyses of four historical 
episodes appear as Part One of the volume, no methodological discussion of 
the historical approach—such as that presented in Gordon's paper in the 1949 
Papers and Proceedings of the American Economic Association—has: been 
provided, As a final example, it may be noted that none of the several dis- 
cussions of Harrod’s and Hick’s cycle models which appear in Part Three 
(with the possible exception of Wright’s article) is unsympathetic to the few- 
variable, a priori, aggregative approach which they exemplify. The substitu- 
tion or addition of A. F. Burns’ “Hicks and the Real Cycle" (Journai of 
Political Economy, February 1952)-would have improved the balance of this : 
section. It is obvious that modifications of the type suggested in this para- 
graph would imply either a substantial increase in the length of the book or a 
sacrifice of readings—probably from Part Two—-which the editors evidently 
felt were of greater importance for the purposes of undergraduate instruction. 
Nonetheless, the suggested changes would have increased the already substan- 
tial value of the book to those instructors who hold the opposing view. 

Hansen appears in the volume only as joint-editor. It is unfortunate that 
editorial modesty has prevented the inclusion of some selection representative 
of his thought. His restraint is the more remarkable in that Simons’ polemical 
review of Fiscal Policy and Business Cycles appears in the Cycle Policy 
section. The remaining readings on cycle policy include articles by Kaldor and 
Slichter, the committee report by the American Economic Association on the 
problem of economic instability, and a review of the committee report by 
Smithies. \ 

The theoretical selections in the volume are complementary to those in © 
the American Economic Association’s Readings in Business Cycle Theory. 
Only one article is common to both books. The present collection is broader 
in scope than the earlier volume—including as it does readings on historical 
episodes, regional aspects of cycles, and econometrics—and covers more 
recent theoretical developments. It will find a place on the shelves of graduate 
as well as undergraduate students. N 
NOAA, Bert G. HICKMAN 
Northwestern University 
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Money and Banking; Short-Term Credit; Consumer Finance 


A Study of Moneyflows in the United States. By Morris A. COPELAND. (New 
- York: National Bureau of Economic Research. 1952. Pp. xxxii, 338, 
A235, $7.50.) 

In his introduction, Winfield Riefler gives us some background informa- 
tion which is important to an understanding of this unusual book. "Years | 
went into the creation of the grand design of this study. . . . Those of us who 
have been privileged to know Morris Copeland through his lifetime will find 
that every page evokes echoes that reach long into the past—echoes from his 
earlier absorption with accounting . . . echoes from his sojourn at the Federal 
Reserve Board, where he undertook to fill in the equation of exchange from 
empirically derived data; and echoes from his days as Executive Secretary of 
the Central Statistical Board where he operated so effectively to improve the 
quality, the comparability and the coverage of American economic statistics. 

. There are other echoes also, more personal ones, of Copeland's preoccu- 
pation with theoretical formulations and his insistence that they be subjected 
to empirical verification" (p. ix). 

The product of this rich and varied experience, of these years of theoretical 
probing and factual research is beyond any question an impressive document. 
Readers will find much to interest and delight them: new statistical material, 
sharp analysis of accounting detail, fresh discussion of familiar theoretical 
problems. But they will also find, I think, that this is in some ways a puzzling 
as well as an impressive book. 

It should be pointed out, to begin with, that the author undertakes to do 
four different things in this study: to construct a detailed set of moneyflows 
accounts; to compile statistical estimates of the moneyflows thus specified for 
the seven years 1936-42; to examine the basic concepts of a money economy; 
to formulate a theory of fluctuations for use in interpreting the statistical 
findings. 

Moneyflows are payments—or receipts, depending on which way you look 
at them—made by one “transactor” to another. Four major types of trans- 
action are included in the moneyflows system, or “main maney circuit,” as 
the author calls it: final product transactions—these are payments for and 
“primary” distributive shares arising from the goods and services that make 
up the Gross National Product;? nonfinal product transaciions; transfers, 
both public and private; and moneyflows through finandial channels, i.e., 
transactions which “involve a change in the receivables of one transactor and 
the payables of the other . . ." (p. 57). As a by-product of his work on finan- 
cial moneyflows the author also gives us estimates of the balances from which 
they are derived. 

The transactors who engage in these various types of dealings with each 
other are divided into eleven groups: households, industrial (in the broad 
sense) corporations, farms, unincorporated industrial enterprises, the federal 

1 Except for imputed items, which are excluded from the moneyflows system. There are 


also differences in timing as a result of the fact that moneyflows are measured on a cash 
and GNP on an accrual basis. 


or 
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government, -state and local governments, banks and U. S. monetary funds, 
life insurance companies, other insurance carriers, security and realty firms, 
and the rest of the world. Intragroup transactions (e.g., payments by house- 
holds to other households) are included in the totals? but play little part in 
the subsequent theoretical analysis. In deciding how to divide the economy 
into sectors the author seems to have been guided largely by statistical con- 
siderations: *Conventions and to some extent statutes have provided a basis 
for handling the problems of classifying transactors. In dividing the economy 
into sectors, we shall follow in general the Standard Industrial Classification, 
and, in deciding when we have one transactor and when several, we shall for 
the most part take our cue from federal corporate income tax returns” (p. 38). 

While the total of moneyflows is larger than Gross National Product, it 
falls short of the total of all transactions in which transfers of money are in- 
volved. “The main money circuit excludes a large volume of money payment 
transactions that are mere ‘whirlpools at the side of the main flow’: money 
changer transactions, agency transactions, and financial turnover transactions 
(e.g., the repayment of a loan financed by an offsetting renewal). In 1942 
45-50% of debits to individual accounts represented such mere whirlpools, 
in 1937 about 60 percent" (p. xxiii). 

It is unfortunately impossible in a summary like this to give an adequate 
idea of how much skillful, painstaking analysis of detailed accounting prob- 
lems the author performs in the process of working out the full specifications 
for the system of moneyflows accounts. This work makes up a large—and, for 
readers who are interested in the technical problems of social accounting, or 
who merely enjoy refined accounting analysis for its own sake, very re- 
warding—part of the book. Its usefulness is broadened by frequent compari- 
son of the way items are handled in the moneyflows and in the national income 
accounts; thesé sections of the book can, in fact, be highly recommended to 
anyone who wants to improve his understanding of the technical aspects of 
national income accounting. 

Construction of the detailed scheme of moneyflows accounts and of the 
statistical estimates to fit them would have been a big achievement by itself. 
But the author has not been satisfied to rest on his laurels as accountant and 
statistician. He has gone on to “re-examine” the conceptual framework of the 
money economy, and to erect on the foundation thus prepared a theory of 
how fluctuations in moneyflows, and hence in general economic activity, are 
initiated and amplified. 

His examination of the conceptual framework covers such questions as: 


. What is money? What functions does it perform? How is the quantity of 


money increased or decreased? What is the proper concept of “flow” as applied 
to money? The answers he gives are much the same as those of other con- 
temporary monetary theorists, e.g., for society as a whole money performs a 
scorekeeping, for the individual a cushioning function; the money supply con- 
sists chiefly of the currency and deposit liabilities of the banking system; 


* Except for the banking sector, for which a consolidated statement is presented, and for 
some netting of financial transactions (see p. 191). 
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changes in the quantity of money are the result of expansion or contraction of 
bank assets and liabilities, and can hence be influencec, though not controlled, 
by the banking system; the way money “flows” is more like electricity than 
water; że., the “process of payment is instantaneous in the sense that no 
paying transactor loses title to a penny of cash until title is acquired by the 
payee... ." (p. 236). Money is thus never "in circuation” as water is (j.e. 
actually “on its way,” in the pipes or other conduits from one “reservoir” or 
*pumping station" to another). 

Readers may be somewhat puzzled as to why Copeland devotes as much 
attention as he does to such questions as these. To ind the explanation we 
must, I think, recall what Riefler says in the Introduct on about the years that 
went into the "creation of the grand design of this study^ and about the 
“echoes . . . of Copeland's preoccupation with theoretical formulations," echoes 
that "reach long into the past." Much of that preoccupation was no doubt 
with the shortcomings, of the quantity theory as it'was commonly formulated 
in this country in the late 'twenties and early ’thirties. Having started to work 
out the necessary revisions before the revolutionary d:velopments of the mid- 
thirties had occurred, Copeland apparently continued to develop his ideas 
independently of what was happening in the main carrent of monetary and 
income theory, coming in the end to conclusions whick, at least as to the basic 
concepts mentioned above, are much the same as thos: that are now generally 
accepted, 

This hypothesis receives strong support from the fst verse cf the “Alter- 
native Statement” of his views which the author gives us at the end of the 
book (p. 322): 


The estimates arrayed themselves in columns and in rows; 

They showed the cash each sector held; they showed its moneyflows. 
. “The time has come,” the Walrus said, “To talk ak out inflation, 

If all the cash outside the banks is cash in circulat on, 

Do you suppose that moneyflows increase as cash ircreases?” 

“T wonder,” said the Carpenter, “Let’s take this thirg to pieces.” 


Working things out independently frequently has its advantages, But there 
are dangers too. These are clearly illustrated by the zuthor's attempt to con- 
struct a theory of fluctuations. The essential points of this theory are sum- 
. marized by the author as follows (pp. 259-60): 


It is convenient to think of transactors in terms of 1 three-party system, ' 
the three parties being called respectively bulls, bears, and skeep. Bulls 
are transactors who dishoard to increase their speading . . . Bears are 
those who stint and hoard. . . All other transactors are sheep. Ordinarily 
sheep will be increasing their expenditures so slovly that they hoard 
when the volume of moneyflows is expanding .. . cand vice versa when 
it is contracting) ... To the question, How do increases and decreases 
in moneyflows take place? we answer then: Maéaly and immediately 
through the decisions of individual transactors bout their ordinary 
expenditures ... 


Our hypothesis implies that changes in active cash »alances are a conse- 
quence of and a necessary condition to changes ia moneyflows, not a 


eeuca Tha ineroacad cnendino af a hpll edis from a darisian "he tha 
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bull. The decision.is made possible by his ability to dishoard. His dis- 
hoarding: may take the form of drawing down his cash balance or' 

. borrowing from or selling securities to banks. The hoarding of other trans- 
actors may take the form of increased holdings of cash or may take other 
forms. 


Much of the time the question whether moneyflows, will increase or 
decrease is determined by whether the bulls (active dishoarders) or the 
bears (active hoarders) predominate. But the bulls and the bears alone 
do not fix the entire amount.of the increase or decrease. When a cyclical 
increase gets under way it tends to become cumulative, i.e., sheep may 
keep the expansion in their ordinary expenditures nearly abreast of the 
expansion in their ordinary receipts. On the downswing too we must allow 
for the infuence of the sheep. Contraction of moneyflows is perhaps even 
more likelv to be strongly cümulative than expansion. 


There is, of course, nothing wrong with this as far as it goes. It is, in fact, 
quite similar to modern, *Keynesian,"* income theory. The big difference is 
that Copeland stops short of any inquiry into motives. He does not even ask 
why bulls—or bears or sheep—act as they do. In Keynesian theory, on the 
other hand, motivation plays a key rôle. Keynesians suggest, for instance, that 
one of the major reasons for a transactor’s being a bull is that he sees an 
opportunity to makè a profit by buying new capital goods. They accordingly 
treat investors, 4e., people who are in a position to make decisions about 
buying capital goods, as a separate group of transactors whose actions are 
worth special study. There is, of course, nothing new or criginal about this 
assumption. It is a familiar feature of classical and neoclassical theory. But 
one of the great strengths of Keynesian theory is its willingness to draw freely 
on its classical heritage. By linking “bullish” behavior, for instance, to 
decisions about the purchase of capital goods it ties the theory of fluctuations 
in with the theory of investment, which had already been developed to a 
significant extent by earlier generations of economists and.to which further 
important contributions nave been made by Hansen, Samuelson, and others 
in recent years. 

Copeland seems to miss this point completely. The only differences he men- 
tions in comparing Keynesian theory with his own are differences in (1) the 
“level of aggregateness,” (2) the use of the “accrual” as opposed to the 
“moneyflows perspective" (p. 250), and (3) the fact that saving and invest- 
ment are concerned with the “ultimate sources of capital funds—households 
and quasi-households—and the ultimate uses—for additions to tangible 
wealth . .. ," while the financial moneyflows account “aims to reveal the 
immediate suppliers . . . and the immediate takers of funds" (p. 185). But 
surely these are merely accounting technicalities. Keynesian theory could 
easily be restated in terms of the moneyflows perspective and the immediate 
sources and takers of funtis. And it has already proved itself admirably suited 
to development toward lower levels of aggregateness. 


*As to the relation between modern and: Keynesian in this context cf. A. G. Hart, 
Money, Debt, and Economic Activity (New Vork, 1948). "This book is neither Keyne- 


sian. anti-Kevnesian. nar an the fence On the other hand if ic dafinitole nat hua 
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Why is Copeland reluctant to inquire into motives? We cannot be entirely 
sure,of the answer, But there are some clues which may be significant. One 
- of these is a statement in the last chapter concerning “habit patterns;” “Our 
analysis has made little use of habit patterns. What can be done with habit 
patterns when observations are confined to seven years is necessarily 
limited" (p. 333). One is tempted to turn this statement around and say: 
“What can be done with seven years (or any other period) when observations 
bear no relation to habit patterns is even more limited." Like the Institu- 
tionalists in economics, and the Behaviorists in psychology, the author ap- 
parently hopes to derive his theory from his observations. But without any 
theory to begin with, without any “habit patterns" in mind to test, how can 
he know what things to observe? If, for example, we are to learn anything 
about the causes of economic fluctuations from statistics of moneyflows and 
loanfund balances we must divide transactors into groups which have some 
relation to the phenomena we are studying. We are not likely to have much 
success if we adopt any basis for clessification that happens to come to hand; 
say, by age groups, or by degree of consistency in voting record, or by re- 
ligious affiliation, important thougk these groupings are for other purposes. 
Perhaps if we went on indefinitely -esting systems oi classification we should 
eventually stumble on a significamt one. But that of course is quite im- 
practicable. We need ta use everything we know about the way people behave 
to set up categories which at least have a good chance of turning out to be: 
significant. Only in this way can w2 hope to narrow the range of possibilities 
enough to make the problem managcabie. 

Copeland sets up his scheme o: classification, i.e., his eleven transactor 
groups, without any explicit referemce to his theory of fluctuations. He notes 
in passing that: “To the extent that a transactor group includes members of 
all three parties at the same time we may have trouble . . ." (p. 260). But 
apparently he sees no connection ketween this danger and the way in which 
the transactor groups were choser to begin with. His remedy is simply to 
increase the number of groups, stil without inquiring into the motives they 
might have for behaving in one way rather than another in relation to 
fluctuations in economic activity. 

Actually, Copeland's practice is better than his theory. Although he does 
not explicitly relate his transactor groupings to his three-party theory of the 
bulls, the bears, and the sheep, it turns out that there is a ceriain amount of 
correspondence between the two. This correspondence is not nearly as great, 
however, as it could be. By rearrenging transactor groups and reclassifying 
types of transactions in ways that are appropriate to test various hypotheses, 
other investigators will, no doubt, be able to make more use of the wealth 
of material on moneyflows and loan fund balances we have here. Copeland 
might have gone further in this di-ection if he had not been kandicapped by 
his inhibitions against using "sub:ective" theory. This should not, however, 
obscure our recognition of the important job of statistical spade work he has : 
done, work which will facilitate ihe efforts of all future workers in this field. 

ALAN R. SwEEZY 

California Institute of Technology 
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La Federal Reserve et les dificultés mcnétaires d'après guerre 1945-1950. 
By Marcer Rist. (Paris: Librairie Armand Colin. 1952. Pp. xiii, 365. 
1100 fr.) 


In the literature dealing with the aika of oneuiry policy following 
the oblivion of the ’thirties and the *forties, this book on the Federal Reserve 
System and the postwar monetary difficulties has a special place. Written 
by Marcel Rist, the grandson of Charles Rist, the dean of the French econo- 
mists, the book has the distinctive French quality of making clear an essen- 
tially complex matter. True, the American reader acquainted with the Douglas 
and Patman committees’ material and with the writings of Chandler, Golden- 
weiser, and Roosa will find little that is new in Rist’s account of the postwar 
‘monetary developments and policies in the United States. Nevertheless, he will 
greatly enjoy the skill with which the author handles the sequence of events 
and the course of the monetary policy debate; and he will be glad to know 
that those French and other European readers who do not have access to 
American sources can find in Rist’s book a fair and comprehensive interpre- 
tation of the postwar monetary history of the United States. i 

For the American reader, the chief interest in the book rests in the fresh : 
look that the author takes at the postwar American experience, Rist first 
endeavors to appraise this experience from the viewpoint of monetary theory, 
more particularly in the light of the Hicks-Hansen liquidity function model, 
which he has somewhat rewritten and newly qualified in order to make it 
more realistic; the upshot is quite interesting even though it adds little, I 
believe, to the conclusions arrived at otherwise. Rist then sets forth the Ameri- 
can experience within the general framework of central banking trends as 
these have developed during the postwar years. This is the most valuable part 
of the book and deserves close scrutiny. 

Rist's contribution to the, understanding of the American experience is 
threefold: he initially formulates a “theory of government bond support"; he 
then reviews “the possibilities of monetary policy under government bond 
support”; and finally, he confronts the American experience with “the theory | 
of central banking.” The support-policy experience in the United States is, 
of course, a unique field of study, since those few other countries that had ` 
attempted a similar course had given up much earlier (in the longer-term 
market, the United Kingdom in 1947 and Canada and Sweden in September 
1950); as to those continental Western European countries that “insulated” 
a portion of government debt by requiring the commercial banks to hold 
secondary reserves in the form of government securities, they had done so 
for the purpose of restraining private credit rather than of stabilizing the 
terms of government borrowing, and indeed had raised interest rates as an 
integral part of the restrictive monetary policy. The uniqueness of the Ameri- 
can experience is, therefore, in itself a sufficient explanation why a European 
student should be tempted to learn and write about it. Rist apparently also 
wanted to investigate, in its various phases and its outcome, a policy that 
he regards as having been contrary to one of the basic rules of traditional cen- 
tral banking, namely that credit availability can be effectively controlled only 
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through general or quantitative action, which in turn ay nak a flexible inter- 
est rate pattern. 

It is from this viewpoint that Rist Seema E the psychological, 
financial, and economic consequences of the support of the government bond 
market by the central bank and the resulting monetization of the govern- 
ment debt, reviews the controversy between the monetary and the fiscal 
authorities that marked the United States scene from 1945 to early 1951,.ané 
- endeavors to define the field that is left under these circumstances for mone- 

tary policy. Rist's conclusion is that, within the framework of such a support 
policy, the discount rate ceases to be an effective instrument, and increases in 
reserve requirements can be nullified by the sale of government securities by 
commercial banks in order to obtain reserves; nor can fiscal policy, including 
the accumulation of a budgetary cash surplus, be’ effective so long as the 
economy remains abnormally liquic. True, postwar inflation: in. the United 
States was limited; but that was the result principally of the adaptability and 
productivity of the American economy and of the willingness of the American 
public to retain cash, idle deposits, and government securities; in Western 

` Europe the same policy and practices would, in Rist’s opinion, end i ina much 
greater inflation. 

Against this background Rist puts forward in his final chapter d NS ta 
be drawn from the rediscovery of monetary policy in the United States.. Rist 
believes, first, that effective central bank control has not been necessarily 
impaired by the enlargement of government debt and its wide distribution. 
Secondly, he strongly feels that no particular importance should be attached 
to any given level of interest rates, but rather that attention. should be 
focused on credit availability. His third general, observation concerns the 
critical rôle of the lenders in the chain through which small changes in 
interest rates (or the mere expectation of such changes) induced by the 
monetary authorities may have appreciable influence on economic activity. 

What I miss here are certain qvalifications and reservations that would 
make Rist’s conclusions somewhat ləss categorical. More particularly, I find 
some difüculty in Rist's underlying assumption that the objectives of debt 
management differ of necessity from those of monetary management. The 
problem of assuring lodgment of the debt during a phase of credit restraint is 
a real one even though economic and monetary considerations rather than 
merely those of technical placement should be given the decisive weight. Nor 
can monetary and credit policy be worked out in the complex real world 
merely on the basis of elaborate mcdels built on a few simple assumptions: 
to be effective, it must rest on the empirical judgments of those responsible 
for it, with both the money and cepital markets and the general economy 
regarded as an integrated whole. Finally, Rist does not seem to have fully 
realized that the central bank is not the sole arbiter of economic and financial 
policy. Nevertheless, with these qualifications and reservations, Rist’s book 
is a notable contribution to the recent writings on monetary theory and policy 
and deserves to be read carefully on both sides of the Atlantic. — — 

] M. A. Kriz 

New York, N.Y. op 
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Central Banking in Undeveloped Money Markeis. By S. N. SEN. (Calcutta: 
Bookland Ltd. 1952. Pp. vili, 246. 18s.) 


The great interest shown in problems of economic develapeient of under- 
developed countries makes this book a timely and useful publication. Much of 
what is being written about development suffers from vague generalizations 
since the problems involved are formidable and the geographical differences 
infinite. If we want to get beyond these generalizations, more detailed studies 
like the present one are needed. They are difficult to do. The material to be 
digested is large and diverse, thus making it hard for the writer to come to 
some. tentative conclusions which are. applicable beyond a very limited 
regional field. 

Mr. Sen has written a good book which can show those who are interested 
in development the complexity of even limited aspects of their vast problem. 
It is also a concise study of modern central banking in countries which, 
though important, are, as a rule, not dealt with in the standard literature. 

For the student of money and banking it is always fascinating to watch the 
time gap between the emergence of financial problems and the ability of 
financial institutions to deal successfully with them, or to realize that some 
central banks were obsolete before they started to operate. Sen's book 
illustrates the opposite extreme. Central banks in undeveloped countries were 
anachronistic because their, credit instruments were designed for far more 
developed financial systems. In this little volume we find many case studies 
which can be used as warning for those who believe that they can help under- 
developed countries by directly. applying to them what may be proper policies 
for highly developed economies. For instance, what use is there in suggesting 
the raising or lowering of the Bank Rate when commercial banks and other 
financial institutions do not discount at the central bank? ` 

Sen gives an excellent account of the difficulties met in the application of 
such conservative monetary instruments as discount or open market policies 
in undeveloped money markets. He comes to the conclusion that the changing 
of reserve requirements, together with qualitative controls, should be heavily 
relied upon. In addition, he points out that central banks i in countries with 
undeveloped money markets will probably be charged with the duty of help- 
ing finance development. This tends to widen their, task beyond the mere 
control of commercial banks. 

Considering the important tasks which these Sentral banks have to fulfill 
and the limitations which. undeveloped money markets impose on the use of 
traditional credit instruments, Sen comes to the conclusion that a combina- 
tion of very broad powers (such as.were given to those central banks which 
were established after World War II)-with a minimum of "detailed state- 
ments of what the bank is to do under every possible sort of occasions" would 
be the best arrangement. However, he realizes that such a.system “depends 
more upon the men whose business will be to run the ibarüie than on any 

: legal formula." 
'"GEonGE N. Harm 

Fletcher School of Law and Diplomacy 
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Business Finance; Investments and Security Markets; Insurance 


Conference on Research in Business Finance. Held under the auspicés of Uni- 

 versities—National Bureau Ccmmittee for Economic Research. (New 

York: National Bureau of Economic Research. 1952. Pp. xviii, 340. 
$5.00.) i 

Here are the texts of eight papers presented and discussed at a conference 
held by the Universities—National Bureau Committee in June 1950 to ap- 
praise the contemporary status of research in business finance. Planned and 
conducted as the conference was, the report could not and does not emerge as 
a monograph. With more advance -ommunication between the participants 
there could have been less reiteratior. of the obvious and the space and talent . 
consumed in duplication could have >een used to treat areas which the survey 
left untouched. i 

Each paper is a special study in tself and the discussions that follow the 
papers extend well beyond the bouncs of mere comment. By way of example, 
the paper entitled “Factors Influencing Managerial Decisions in Determining 
Forms of Business Financing” (a jont study by Neil H. Jacoby and J. Fred 
Weston) is 40 pages long and the Ciscussions run to 11 pages; the paper in 
two parts by Edgar M. Hoover anc Burton H. Klein, and Albert R. Koch, 
dealing with “Factors Influencing the Demand for Funds by Business Enter- 
prises and the Problem of Projecting Business Capital Requirements,” with ' 
discussion and comment, takes up :5 pages. This review, therefore, will be 
confined to general observations. 

The reports are replete with references to the inadequacy, incomparability, 
and unsuitability of available statistcal data. For example, when the flow of 
funds into and out of the corporate sstem, or an industry, or a firm is studied 
by the "sources and uses" approach, the bases for reconciliation of “surplus” 
and valuation adjustments are revecled so dimly in the income and balance 
sheet data that one wonders (again, as often before) why companies take the 
trouble to prepare these statements et all, or the Bureau of Internal Revenue 
to tabulate them. 

It is encouraging to find the conference paying its respects to the dynamic 
or operational approach in contrast to the older too-long-revered static or 
ratio-analysis approach. One participant observed that, since most of the cir- 
culating capital of a business comes fom sales, financial analysis should begin 
with sales methods, volume and pricing policy, and include the time factors 
involved. Another participant found.a definite association in a growing firm 
between the stage and rapidity of its growth and its sources of funds. Another 
proposed that equity and debt capitel for small and medium-sized businesses 
. be studied by questionnaire; inquiries should be made concerning the “duties 
and capacities of present managemen., as indicated by training and experience 
of officers and the utilization of professional and jechnical assistance"—a 
considerable departure from balance sheet analysis! Still another urged that 
old firms be handled separately in glcoal studies of asse: and capital structures 
because new firms obtain capital fron different sources and have more fixed 


assets. 
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The empiricists present complained that what men do, as put down in their 
records, does not reveal what men think or why they think as they do. Opinion 
polls were proposed: “What is the main reason you went into business for 
yourself?” «Returns from one such revealed that two-thirds were motivated by 
independence, ambition, and opportunism. By contrast, there were studies 
which purported to find an "investment function" that was primarily related 
to profits. (Or are opportunism and profits interlaced?) The policy-makers, 
anxious as always to maintain “general economic stability and growth,” re- 


, ported on their search for projections, either empirical or logical, by, which 


they might keep the investment/output ratio more stable than it has been in 
the past. Toward this achievement they also pleaded for better statistics and 
better models. As Keynesian as are the bases for projection models, one paper 
found that interest rates were no longer important in investment decisions and 
another expressed the doubt that an investment/national-product percentage 
established for one period could be expected to apply in the next: “Invest- 
ment motives in our society are extremely complex.” A list of factors de- 


. termining the decisions of management with respect to kinds of financing may 


be found on pages 167-72, several of which could be subjects for doctors’ 
theses or for staff research. 

Old-fashioned deductive analysis did receive a respectful hearing. The 
paper, “Costs of Debt and Equity Funds for Business: Trends and Problems 
of Measurement," contained a well-reasoned treatment of basic concepts ánd 
basic issues. The author began with the hypothesis that it was to the business- 
man's interest to maximize his capital instead of his profits and proceeded 
to show tha: capital, when taken as the discounted value of anticipated in- 
come, had important implications for cost analysis and investment decisions 
provided that income be forecast in full recognition of the difference between 
the capitalization of net income and of net operating income— leverage being 
understood as a decisive factor in the choice between equity and debt 


financing. 


Econometrics had its day in the last paper preceding the “Summary.” For 
those interested and with faith in this methodology the paper will suggest 
further avenues to explore: the assumptions, the variables, and the correla- 
tions can be re-examined, rechosen, and recomputed, respectively or in any 
order; or the data can be further questioned and further refined, ad infinitum. 

The book should prove useful to teachers with the time and to business 
firms and government agencies with the budgets for financial research, as 
well as to professors who conduct seminars in finance or help candidates to 
choose subjects for dissertations. The papers and discussions will suggest 
new areas to be worked and problems that remain to be solved. 

a W. Bayarp TAYLOR 
‘Claremont Men's College 
à . 


Introduction to Business Finance. By Bion B. Howard and MILLER UPTON. 
(New York: McGraw-Hill. 1953. Pp. x, 565. $6.00.) 


This is a textbook on business finance that differs considerably both in 
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content and angle of approach from the more widely used books on corporate 
‘finance. The authors have sough- to correct what they conceive to be 
the defects in the traditional treazment, namely the over-emphasis on the ` 
financial ‘problems of large corporations, the needless concern with financial 
institutions and instruments, and the use of space to discuss the socic- 
economic aspects of corporate financial policies. All of these things presumably 
distract the student from the central problem of administering the finances 
of a business and, moreover, the; y correlate badly with other courses taken 
by the student of business. 

To overcome these assumed defects the authors have written a e that 
is straight and undiluted financial management. Conceiving the most im- 
portant function of a course in finance to be. teaching the student how to 
maintain the solvency of a business and maximize its profits, the first half of 
the book is devoted to flow-of-funds analvsis, ånd to budgeting and financial 
planning. This, in the main, represents the most radical departure from the 
traditional approàch to an understanding of the financial problems of business. 
The remainder of the book is concerned with the more familiar material on 
various possible sources of funds. Here the authors emphasize short-term 
rather than long-term financing; bu: on the whole this section does not differ 
greatly from most of the existing textbooks on corporate or business finance. 

Subject matter dealing with. forms of business organization and types of 
debt and ownership securities is extremely condensed. and presented in an 
early chapter on the sharing of risk, income and control. Similarly such topics 
as the valuation of a business and business failure, recapitalization and re- 
organization are treated as non-recurring financial problems in a brief section 
at the end of the bóok. Here the student will find almost no mention of the 
complicated legal procedures that are a part and parcel of the reorganization 
process and are usually allotted much more space. But this is in keeping with . 
the flavor of the entire book which characteristically. minimizes the legal anc 
regulatory aspects of financial practices. The student will know that there are 
such things as the Securities Act of 1933, the Securities Exchange Act of 1934, 
and the amended Bankruptcy laws, but that.is about all, for these receive 
little systematic treatment anywhere in the book. 

This is not necessarily a weakness, for it is clear that the authors have con- 
sciously chosen to strip from the study of the financial management of a busi- 
ness material that they consider to be dispensable or even extraneous. Pre- 
sumably most of the legal and regulatory aspects of finance can be leit to the. 
lawyers; just as the study. of the nature of corporate enterprise; :ts position in 
our economic structure, and the problems of public policy it raises can be left 
to economists, political scientists, or philosophers. The proper study of finance 
is finance. Ánd the financial manager should master the techniques of ad- 
ministering cash so as to maintain solvency and Provide for growth. That is 
job enough. : 

This is clearly an entirely sound position to take. The test of a good text- 
book is the purely pragmatic ‘one of whether it is an effective vehicle for 
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achieving a particular educational ‘purpose. Howard and Upton have suc- 
ceeded in providing the student of business with a thorough and reliable 
guide to a basic training in planning and administering the funds of a going 
concern, ‘whether large or small. In general the authors build this training 
upon the student's knowledge of accounting—and a good grasp of accounting 
principles and procedures is presupposed—showing how the balance sheet 
and profit and loss statemerit can be analyzed and supplemented to reveal 
fnancial condition and the sources and uses of funds. From this they move 
to a long and detailed discussion of financial planning and budgeting, which, 
because of the unavoidable intricacies of the subject will be the hardest for 
the beginning student to grasp: This is the heart of the book and lends much 
to its distinctive character. 

The remainder of the book deals with short-term sources of funds—trade 
credit, commercial banks, commercial paper houses factors, etc., and long- 
term sources of funds—bonds, stocks, loans, and owner investment. There is 
also a chapter on term loans and ‘equipment financing. Here the treatment is 
more or less traditional with perhaps somewhat more complete coverage of 
short-term financing than is usually found, and with emphasis on day-to-day. 
practical problems of all types of business. Incidentally, the reader might be 
inclined to ask if detailed and. intricate financial planning for very small 
business concerns is at all realistic. 

The authors have used illustrative material—usually tabular in form— 
with good judgment and balance. Their style of writing is direct, concise, and 
clear. Footnotes are reduced to a minimum. List of questions are appended 
to each chapter for those who wish to use them, but there are no references 
for further reading. Perhaps the subject matter could have been made to 
come alive a bit more if there were more references to actual situations and 
incidents, but the cost of expanding the wordage may well have been too great. 

There is ample evidence of care and competency in the authorship of the 
book. There is no doubt that it is written by men who know the subject well 
and who from experience are convinced that this is the most effective way to 
teach it. At a few points one might quarrel about matters of emphasis, but 
few serious errors have crept into the book. 

For those who want a strictly vocational approach to business finance, 

.and wish above all else to train the student in the techniques of financial 
management, this volume has much to offer. Although the student will find 
the going somewhat laborious and detailed at the beginning he will be amply 
repaid for the extra effort—if he wants to know financial management. And 
many teachers who feel that existing texts are too broad in scope and give too 
little attention to detailed procedures will welcome this practical textbook and 
find that it can be used effectively in business finance courses where the stu- 
dent has had previous work i in accounting and financial institutions. 

. CHELCIE C. BOSLAND 
Brown University 
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International Economics 


La Communauté Européenne du Chaibon ei de l'Acier. Par un groupe d'étude 
de l'Institut des Relations Inte-nationales de Bruxelles. Cahiers de la 
Fondation Nationale des Sciences Politiques, 41. (Paris: Librairie 
Armand Colin. 1953. Pp. 338.) 

Der Schuman-Plan: Eine Untersuckung im besonderen Hinblick auf die 
deutsch-franzüsische Stahlindus:rie. By Dr. Cart Horst HAHN. 
(Munich: Richard Pflaum Verlag. 1953. Pp. 158.) 

Der Schuman-Plan im Europäischen Zwielicht. By FREDERICK HAUSSMANN. 
(Munich and Berlin: C. H. Beck'sche Verlagsbuchhandlung. 1952. Pp. 
ix, 266.) 

Le Plan Schuman: Ses mérites—Ses risques. By J. F. Kövér. (Paris: Nou- 
velles Editions Latines. 1952. Pp. 232.) 

Le Plan Schuman dans la perspective Luxembourgeoise. By LÉON METZLER. 
(Luxembourg: Imprimerie de le Cour Joseph Beffort. 1951. Pp. 98.) 

Das Monopolverbot im Schuman-Plan. By ROBERT KRAwmLIcCxI. (Tübingen: 
J. C. B. Mohr [Paul Siebeck]. 1952. Pp. ix, 122.) 

The literature on the Schuman Plan is already voluminous, and miscellane- 
ous in quality and usefulness. A Germzn bibliography published early in 1953 
lists over 1300 items, the majority, of course, magazine articles and pam- 
phlets.! A few of these are of considerable value for their analysis, their facts, 
or their expressions of points of view; most are descriptive, and therefore 
inevitably repetitious, or they present well-known arguments uncritically. Par- 
liamentary debates, including committee reports, are by far the most interest- 
ing and enlightening parts of the official literature, though government 
pronouncements on the aims and rationale of the heavy industry pool are not 
to be neglected. A new flow of important publications is now coming from 
the. European Coal and Steel Community, which began functioning in the 
fall of 1952. So far this material inclvdes a Journal Officiel, published from 
time to time, that records the acts of the High Authority and other agencies, 
and, in supplements, prints the debates of the Common Assembly; <wo reports 
by the High Authority; a mimeographed series of press releases under the 
general heading of Bulletin d'Information; and several mimeographed and 
printed statements and reports. 

There are also a number of books devoted to the Schuman Plan, most of 
them listed above. The detailed, careful, objective analysis prepared by a 
study group of the Institut des Relations Internationales of Brussels may well 
become a standard work. This booE is primarily concerned with organizational 
and, to some extent, juridical matters, especially the distribution of powers 
and functions among the organs of -h» Community and between the Com- 
munity and the participating governments and enterpyises. This may sound 
arid and uninteresting to those who want to know about the economic and 


‘Institut für Europáische Politik und Wirtschaft, Bibliographie zum Schumanplan, 
1930-1052 (Frankfurt am Main, 1953), 151 pp., mimeographed. 
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political problems of the Coal and Steel Community but the 'analysis has a 
significant bearing on these problems and is of basic importance for anyone 
who wishes to make a close study of this new venture in European cooperation. 
Take, for example, pages 35 to 53, where over one-hundred powers of the 
High Authority are grouped in fourteen categories, according to that body's 
freedom of action, its need to consult other bodies or get their agreement, etc. 
This sounds dry as dust, and so it is if you try to read it through, but it is 
an essential step in studying one of the key questions about the Schuman 
Plan: How much truly supranational authority is there, and how much is. 
left to national governments, acting separately or.through the Council of 
Ministers? 

Much of the Belgian group's book brings together and interprets the pro- 
visions of the long and complicated treaty, a service that is particularly 
valuable in the matters of prices, cartels and concentrations, and the relations 
of Schuman Plan countries with third countries. Several more general chapters 
discuss the organizational nature of the Coal and Steel Community and 
compare it to other kinds of international arrangements and federations. 
There is a systematic comparison of the aims, organization and methods of 
the Schuman Plan with those of the prewar international Steel cartels; and 
several contributors refer to the compromise of economic philosophies ap- 
parent in the treaty. No striking new conclusions about the Schuman Plan 
emerge from this book, but the study group has produced a painstaking hand- 
book and guide that throws light on the treaty and provides tools of analysis 
for which those who come after should be grateful. A job worth doing has 
been well done and will now not have to be done again. 

Dr. Hahn begins with an analysis that incorporates many of the criticisms 
of the Schuman Plan that have been made in Germany. Allied controls over 
production, the lack of recent investment in heavy industry, and decarteliza- 
tion give Germany a poor starting position compared with France where 
steel production has been expanded and modernized, according to this view. 
All the other countries in the Community have a common interest in getting 
easier access to German coal, but nothing is done to help Germany get iron 
ore: French African supplies are not covered by the treaty and the new: 
arrangements may hamper Germany's freedom of action in exporting coal in 
exchange for Swedish iron ore. ‘This case rests in part on the assumption that. 
the members of the High Authority will continue to reflect the interests of the 
countries from which they come, instead of acting as supranational officials, 
pursuing the best interests of the whole Community. Hahn prefers the more 
flexible arrangements of the prewar cartels, in which a member's influence was 
closely related to his economic strength; he also argues that a more workable 
compromise of national interests would be assured by requiring ey 
on major issues. 

The main contributien of this book lies in a long chapter examining the 
possible effects of the Schuman Plan on costs in the French and German steel 
industries. Hahn expects no radical changes. Lorraine iron ore is of secondary 
importance to the Ruhr, and the treaty will not help reduce the cost of 
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Swedish, Spanish or African ore. German coke is unlikely to be much cheaper : 
in France than it was before, for a variety of reasons; moreover, in Hahn’s 
opinion, new processes will soon permit Lorraine to supply its own. coke. 
Wage rates plus taxes and social ckazges vary less than is ordinarily supposed, 
according to Hahn's calculations, aad in any case are much less important 
than raw materials in determining steel costs. He adduces many other con- 
siderations to support this line of a-gument. At times.one suspects Hahn of 
the de minimis fallacy: Having calcilated that not much reduction in costs will 
result from this or that effect of the treaty, he dismisses the subject without 
allowing for the possible cumulatior of small items, Nevertheless, the: argu- 
ment is fairly persuasive, at least so far as the first few years of the Schuman 
Plan are concerned. i 

It is not always clear how far into the.future Hahn means to oproti his 
conclusions. Some of the arguments about the level of costs would seem to 
apply for a long time to come, but might be offset by changes resulting from 
the common market and the High Authority's guidance of new investment. 
Hahn argues, however, that a common market confined to heavy industry is 
unlikely to help much in raising the general level of European cemand. Only 

'if a large market develops for durable consumers.goods and other products 
using steel can the new French cortinuous strip mills bring costs down to 
American levels, in Hahn's view. (Recent studies by the Economic Commission 
for Europe, on the other hand, stress the effects of lower steel prices in stimu- 
lating demand). Nor does Hahn think that the Schuman Plan can do much 
to stabilize the European economy, sc long as it is confined to coal and steel. 

These considerations reinforce a viéw Hahn shares with many who have 
examined the Schuman Plan: thet it cannot work effectively so long as 
monetary and fiscal policies are wholly in the hands of national governments. 
In these circumstances, Hahn believes, the price system canno; work. effec- 
tively in the common market and investments will continue to 5e made pri- 
marily on political grounds. Believinz.that for political reasons zhe Schuman 
Plan must be made to work, he argues that the High Authority must begin by 
performing cartel-like functions. Then, the only way to avoid some kind of 
super-dirigisme, will be to create a unified European market in all fields. Not 
all of Hahn’s arguments are convindng, but his thoughtful and knowledge- 
able book needs to be taken serious.y It is valuable, tco, for the large body of 
rather detailed information it contains on the French and German steel 
industries. 

As Haussmann's title. indicates, die main aim is to show that the Sands 
Plan is not as simple and clear-cut zs many statements about it imply. The 
book is successful in achieving this admirable purpose even though its chap- 
ters are of somewhat uneven quality, not all of them closely related to the 
main line of reasoning. Some are use“ul reports on reactions to the Schuman 
Plan in major countries, illustrated ‘ty copious quotétions, There is a heavy 
attack on the German neoliberal. sciool of. economic thought but it is not 
always clear whether Haussmann is cbjecting to what he considers a false in- 
terpretation of the treaty by the scaool or an undue influence of this line 
of thought on the drafting of the treaty. There is an interesting analysis of 
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the probable connection between the Monnet Plan for French investment and 
the expected enlargement .of the European market through the Schuman 
Plan. Lengthy appendixes include information and statements on a variety of 
subjects, some of them peripheral to the main. theme, and also the German text 
oi the treaty. 

.Kóvér's book is.a good deal less critical than those ütutionel so far. Much 
of it is a rather general discussion of what may be called the “official doctrine" 
of the Schuman Plan. The stress is on the hopes invested in the plan and on 
the great changes that may. come. about. But there are warnings of pitfalls 
and particularly of the difficulties that -may-result if supranational arrange- 
ments do not emerge in other fields as well. The most interesting part.of the 
book is the commentary on the, labor provisions of the treaty and the specu- 
lation about some. of the political. and economic problems that may arise. 
Kóvér points out that the nature of industrial organizations may be much in- 
fluenced by the treaty’s stipulation that the High Authority can call for infor- 
mation from producers’ associations only if they “give a satisfactory place in 
their organization to the expression of. the workers’ and consumers’ interests" 
(Article 48). It would have been interesting if he had pursued this thought 
somewhat further and discussed its possible syndicalist or corporativist impli- 
cations, In addition to the Frénch text of the treaty, the appendix contains a 
useful tabulation of somé of the powers of the High, Authority and of the 
Council of Ministers. 

Writing before the treaty was ratified, Metter was, ; fearful that in a common 
market Luxembourg would: suffer great disadvantages because of its high 
wages and social charges. The longest chapter in the book, staccato, aphoristic, 
and very general'in statement, is an exhortation for a changed attitude in 
Luxembourg’s domestic affairs so as to ensuré its ability to compete. So far 
as the Schuman Plan proper is concerned, the book is useful primarily for 
some details it gives about the special position of Luxembourg where 85 per 
cent of the economic activity is in coal and steel, and for a rather full state- 
ment of the view that caftels are useful instruments of industrial organiza- 
tion and government. At the beginning of the book the author appears to en- 
dorse the Schuman Plan, but at the end he calls for a re-examination of it. 

Krawielicki participated in the negotiation of the Schuman Plan treaty as 
an official of the German Ministry of Justice and is now in the legal division 
of the High Authority. His book is an exegesis of the passages in the treaty 
referring to restrictive practices and the concentration of economic power. He 
calls attention to problems of interpretation, explains the philosophy of cer- 
tain provisions, and compares the treaty principles and language with past 
and proposed German cartel law, with some references to French administra- 
tive law and American antitrust concepts. While Krawielicki does not 
elaborate any general philosophy about cartels and competition, it is plain 
from his analysis that*he regards a free' competitive market as of the essence 
of the Schuman Plan and interpréts the treaty as providing quite clear law 
on the subject. Haussman devotes an appendix to a highly critical review of 
the book, attacking it as oversimplified law and economics. There is substance 
to some of these objections but Krawielicki's guidebook is something one 
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ought to consult before reaching ccn-lusions about the meaning of the treaty’s 
provisions on restrictive practices and the concentration of economic power. 

Taken together these books, and particularly the first four of them, con- 
tribute substantially to an understarding of the nature of the Schuman Plan 
treaty, the problems facing the European Coal and Steel Community, and 
some of the main attitudes toward the new venture that exist in Europe. 
They are far from exhausting the sibject and for any thoroughgoing study 
have to be supplemented by periodicals and documents. None of them is the 
comprehensive and well-rounded Look one would like to have available for 
those who cannot devote a lot of time to the subject. So far as assessing the 
: Schuman Plan is concerned, only one common conclusion emerges from these 
books, and that is the obvious and commonsense conclusion of elmost every- 
one who has looked seriously into the matter. It is the conclusion. that begins, 
“Tt all depends. . . ." So annoying to enthusiasts or to those who want to know 
what is going to happen, it is plainly the only general statement for which 
there is adequate intellectual warrant. So cautious a view does not encourage 
eloquence, but the Belgian.study group's report puts the matter as well as 
anyone (p. 323): ; 


‘As to the future of the institution, one can say that it will depend on the 
policy followed by the High Autherity and on the attitude adopted by 
national interests. The instrument. exists. Without being perfect, it in- 
corporates a balance of tendencies that makes success possible. Every- 
thing will depend on the intelligence with which the instrument is used 
and on the way in which the first difficulties are resolved. 


l Wittiam DIEBOLD, JR. 
Council on Foreign Relations - 
New York 


The Sterling Area. By A. R. Conan: i London: Macmillan. 1952. Pp. ix, 192. 
16 s.) 

Britain, the Sterling Area, and Europe. By F. V. MEYER. (Cambridge: Bowes 
& Bowes. 1952. Pp. viii, 148. 21 5.1 

The Sterling Area—An American £nalysis. By The Special Mission to the 
United Kingdom, under the direction of Jonn M. 'Cassgrs. (London: 
Economic Cooperation Administration. Washington: Supt. Docs. 1951. 
Pp. 668. $3.00.) 


During the critical years of the pcstwar period, when the British pound 
underwent first a convertibility crisis, then a devaluation crisis, and finally a 
rearmament crisis, there has been a dearth of both reference and analytical 
material on the relationship of Britain with those overseas regions inseparably 
linked to British difficulties through operation of the Sterling Area system. 
These three books are designed to fil. the gaps in our knowledge of the Area’s 
operation and difficulties. The authors are notably successful in certain re- 
spects, only partially so or not at all in cthers. 

The need for collected reference material on Sterling Area member countries 
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is met in a comprehensive fashion in the Economic Cooperation Administra- 
tion study directed by John Cassels, which provides a summary of the postwar 
economic developments of the Sterling Area as a unit (with special reference 
to its dollar position), of the individual economies of independent members 
and colonies, and of the main commodities in Sterling Area trade—this last 
of special importance in view of the awakening American interest in the world 
resource picture. With elaborate charts, extensive tables, and a text which is 
clear and cancise but does not go beyond a factual summary of the relevant 
economic information, this book will serve as a useful reference work for a 
number of years to come, not only for those interested in the Sterling Area 
or the British Commonwealth but also for all students of international 
economics. 

The problems of the Sterling Area are both external and internal; important 
changes have taken place since the 1930’s in (1) the Area’s balance of pay- 
ments position with the outside world, and (2) the internal mechanism and 
center of gravity among’ members of the monetary group. In assessing the 
nature of the Area’s difficulties, F. V. Meyer and A. R. Conan attempt to 
determine whether it is the United Kingdom or the R. S. A. (Rest of the 
Sterling Area) which has been responsible: for the balance of payments diff- 
culties with the whole nonsterlirig world. Conan (p. 65) adds the total current 
balance of each member region and terms the sum the current balance for the 
Sterling Area, arguing that in 1938 the United Kingdom contributed 70 per 
cent of the Sterling Area deficit, whereas in 1947 the ratio was 50/50 and in 
1948/49 the United Kingdom was in equilibrium while the over-all deficit 
was on overseas account. This is misleading, for it includes intra-Area trans- 
actions. The United Kingdom’s position is made to look favorable only be- 
cause it has had a surplus with R. S. A. throughout the postwar period, a 
surplus generated by use of sterling balances and protected by discriminatory 
exchange controls. Meyer (p. 71) takes account of intra-Area trade by ad- 
justing for the change in intra-Area sterling balances (unrequited exports and 
imports), a technique which proves very confusing for the reader and would ' 
not seem to be any more correct than merely eliminating intra-Area current 
surpluses and deficits; but at any rate, Meyer gives a truer account of the rela- 
tive position with the nonsterling world of the United Kingdom vis-à-vis 
R. S. A. than does Conan. 

When, however, it comes to the responsibility for the dollar drain in par- 
ticular, Meyer is inconsistent with his earlier reasoning on the total deficit, 
viz., that intra-Area balances must be considered in computations. As a result, 
he grossly exaggerates the United Kingdom's contributions to the Pool. The 
assertion that.". . . it is justifiable to regard any United Kingdom surplus on 
the balance of payments on current account as a contribution to the Pool, 
however indirect, if this surplus i is due to a surplus with the R, S. A." (p. 78) 
appears untenable to this reviewer, and will no doubt seem a little unfair to 
member governments who have reluctantly, for one reason or another, given 
up dollar - earnings for British goods in the face of agreements on discrimina- 
tory excharge control regulations. 

: Conan, on the other hand, determines his estimates of responsibility for the 
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dollar difficulties solely on the basis of commodity trade. Presumably he uses 
this technique in order to break down the position for individual overseas 
members, which Meyer does not attempt to do at all. Actually, fairly good 
approximations of total dollar drawings’ and contributions of individual mem- 
bers can be formed from bits and pieces of published material. 

: In spite of these statistical deficiencies, Conan draws some interesting çon- 
. clusions from his evidence. He determines that the Sterling Areas's position ' 
with the nonsterling world has changed little im real-terms; but rather that it 
has been the price changes. which have- béen crucial. :Before the war, the Area 
as'a whole had a commodity deficit; both with the rest of the world and with 
the Dollar Area in particular: Therefore, an equal proportionate rise in export 
and import prices (the volume of trade unchanged) would enlarge the deficit. 
Such a commodity price rise does not, however, increase investment income 
and other invisible receipts nor tae value of new gold. production, both of 
which were used to meet the commodity trade deficit before the war. But not 
only did all commodity prices rise vith the exception of gold.up to Septem- 
ber 1949; there was in addition an adverse shift in the terms of trade for the 
Sterling Area as a whole. These conditions meant that the Sterling Area in 
1948 could'export 171 per cent moré to the Dollar Area than in 1938, import 
only 10 per cent more, and yet have serious dollar difficulties. i 

Any policies directed toward solving the Sterling Area's external balance of 
payments difficulties must take into account the internal: operation and co- 
hesiveness of the system. Interpretive analysis of. the internal problems of 
the Sterling Area: has in the ‘past,.Lowever; been woefully weak, consisting 
for the most part of 30 or 40 articles written by economists'or bankers, Almost 
all of these writers have been chained’ to one line of ‘thought: the postwar 
Sterling Area system is'a- "natural" outgrowth of the:de facte sterling ex- 
change standard which existed before World War I and: the voluntary 
association of the’ 1930’s called the “Sterling Bloc"; and there has been little 
essential change in the ‘operation of the network or in the traditional bonds 
which hold it together, viz., the large volume of ‘complementary: trade, the use 
of London as a financial center and source of capital, and the common political 
heritage of member regions. Meyer tends to’ perpetuate. this ‘interpretation 
through taxonomic analysis of the cohesiveness of the system. Conan’s work, 
on the other hand, while ostensibly limited to a factual summary of changes 
which have taken place within the Sterling Area, shows in an implicit fashion 
at least some of the war.and postwa: developments which have lessened the 
pull of the center on overseas memben, thus mE me eee less cohesive 
than is usually assumed. 

Meyer is convinced tbat any isto of British: difficulties is dependent 
upon an extension of activity overseas. and the least painful way to accomplish 
this is to develop new markets. Most of Meyer's book is devoted to showing 
that extension into the Sterling Area and Western Europe is not only possible 
but profitable; both for Great Brica:n and for the other members of each 
group as well. British efforts should tàus be directed toward a tightening and 
strengthening of already strong ties with each monetary region (in the case 


a7 
\ 


BOOK REVIEWS f 695 


af Western Europe possibly through a customs sien) rather than toward 
nondiscriminatory multilateral trade. . : 

The benefits which might be derived from a customs union with competing 
economies in Western Europe appear to Meyer to stem largely from the great 
external strength (bargaining or monopoly power) afforded the participants 
in their dealings with the rest.of the world. An appendix using reciprocal- 
demand analysis indicates the conditions under which such bargaining power 
through the ctistoms union device may.be most effective. While many may 
question Meyer's objectives in proposing such.a union, his reasoning is 
probably sound. This is not true, however, when he argues the case of mutual 
profitability of existing Sterling Area arrangementa: with an eye toward ex- 
zending economic activity in this direction.» 

According to Meyer, there are two main ra to the postwar Sterling 
Area system which accrue to the United Kingdom- and to overseas members 
alike: (1) stability in exchange rates afforded by operation of the sterling 
exchange standard, 7.e., the holding of reserves in London by overseas mem- 
bers; and (2) access to:the Dollar Pool, which reduces the need for import 
restriction and the accumulation: of larger individual reserves on the part of 
member countries. Because of the complementary trade between the United 
Kingdom and overseas regions, the effect on exchange rates of cyclical swings 
in the relationship between. prices.of primary products and of manufactured 
goods will be minimized by increased loans to Britain in the form of sterling 
balances when the prices of primary products increase relative to prices of 
manufactured goods, and by the‘drawing of sterling balances when the terms 
of trade shift in-the opposite direction. Without such a union, a decline in 
primary product prices. which was'more severe than a decline. in prices of 
manufactured goods would.niean appreciation of.sterling and a consequent 
intensification of the adverse shift:in terms for primary producers. Similarly, 
a primary product boom would, without monetary union, mean an.even greater 
favorable shift in terms, because sterling would be devalued. Alternative gains 
and losses under different conditions are carefully worked:out by Meyer, but 
the general conclusion is that overseas members of the Sterling Area gain as 
much as, if not more than, the United Kingdom by stabilization of the external 


- value of sterling through operation ‘of the sterling exchange standard. 


The advantages of the Sterling Area financial mechanism:have traditionally 
been an important: cohesive element. But stability :in exchange rates is not 
costless, and: Meyer throws.in the "costs" as merely an afterthought. First, 
there is the fact that the burden of.building up reserves (in. the sense of giving 
up goods) falls on.the, overseas members; they are lending to Great Britain 
and withdrawing their own loans, not vice versa. Secondly, while shifts in 
real income consequent upon changes in the. terms of trade. may be minimized, 
as Meyer indicates, by stability in exchange rates under the sterling exchange 
mechanism, stabilizatiot of members’ internal economies is probably thereby 
made more difficult. For example,!in a period when primary product’ prices 
were falling by more than prices of manufactured goods, the deficit would 
probably be larger, and the deflationary income, price, and money supply 
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effects more severe in the overseas country if the external value of sterling 
remained unchanged than if sterling were appreciated. 

Conan points out that the inta strengthening of desires for monetary 
independence on the part of oversezs Sterling Area members (begun with the 
establishment of central banks) runs counter to the present nature of the 
Sterling Area financial network. Of course, membership in the Sterling Area 
does not prevent altering the value of a currency relative to sterling. The very 
fact that members have done so (New Zealand in 1948, Pakistan in 1949, 
and Iceland in 1950) indicates that there are limits to the advantages of 
stable exchange rates, although it is true that members have been reluctant to 
change parities, choosing often to adopt controls—even on Sterling Area 
transactions—rather than vary the exchange rate. Intra-Area restrictions in 
the postwar period have been used much more extensively than Meyer indi- 
cates (p. 31), especially with respect to Far Eastern member countries. 

Furthermore, the financial advantages of the Sterling Area system, such as 
they are, form only one of many factors which must be considered by over- 
seas members, and they are advantages which could be enjoyed without full 
membership, as Egypt has shown since 1947. Meyer seems to think only in 
terms of two alternatives: full membership versus freely fluctuating, or in 
some cases variable, exchange rates. But a member could accept transferable 
account status and handle its own dollar reserves if it wished to, or it might 
achieve exchange rate stability by ho'ding reserves in various countries includ- 
ing the United States, especially if, as is true in a number of cases, the United 
States is beginning to rival Britain as a trading partner. The ties which might 
enable Great Britain to extend its markets into the overseas Sterling Area 
are primarily members’ interest in Britain as a source of capital, in Britain 
as a holder of balances which may be blocked, and in the Dollar Pool, and 
only secondarily the tie to the financial mechanism. 

Meyer recognizes the Dollar Pool consideration, but he makes no attempt 
to analyze the drawings and contriovtions of individual members. The Dollar 
Pool is a tie for most independent members; in fact, most drew more from 
the Pool than they contributed between 1946 and 1952, the exceptions being 
South Africa (which does not directly contribute to the Pool kut sells gold 
to Britain by agreement) and Ceylon. But Britain, without aid, has easily 


been the largest single user; its unaiced dollar deficit plus that of some of the | 


colonies have together exceeded by a substantial amount the net contributions 
of the few dollar-earning colonies, notably Malaya and West Africa. Thus, if 
American aid were sharply reduced or eliminated, the Pool mizht prove to 
have little attraction for independent members of the Area. The Ceylonese 
government has been desirous of, and partially successful in, maintaining its 
own dollar reserves. Australia and India both considered leaving the Dollar 
Pool arrangement when they were earning rather than drawing dollars in 
1950. 

Both the financial nehai and the Dollar Pool are thus tenuous bonds 


for the overseas Sterling Area, clearly not the one-sided considerations that. 


Meyer indicates. But the hold over members through control or potential 
control of capital outflow from Britain and through the possibility of blocking 
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and releasing the sterling balances has also been important. Meyer takes no 
note of either of these factors in considering possible British policy. He states 

' that “The United Kingdom has never imposed any restrictions on the inward 
or outward flow of private sterling funds from and to the R. $. A....” (p. 31). 
This is not true. Through control over capital issues, Britain has been able to 
govern borrowing from abroad on the London market, and this device was 
used in the gold agreement with South Africa in 1949, "The potential restric- 
tion of capital outflow has always been present, and clearly Britain would be 
reluctant to send scarce capital funds to a country which chose to give up 
Zull membership for a transferable account status. But how important today 
is this traditional attraction for overseas countries? Conan shows in Chapter 
4 that the prewar debtor-creditor relationships within the Sterling Area have 
changed markedly. Overseas countries have greater flexibility because interest 
and dividend payments to the United Kingdom have shrunk so considerably, 
and the existence of sterling balances has meant that dependence on Britain for 
new capital funds has diminished. Even when the balances are down to work- 
ing minimums, it seems doubtful that the British can supply much of the 
capital which will be needed, and if this is so, member countries are bound to 
look elsewhere. 

Elimination of *excess" balances (envisaged by 1956 for India, Pakistan, 
and Ceylon under the Colombo Plan) will remove the last ace Britain has had 
up her sleeve as a means of maintaining control over the Sterling Area. While 
Britain has been more than generous in releasing sterling balances, overseas 
members, especially India, have clearly recognized that pressure could be 
used if necessary along these lines, as is clear from accounts in the Eastern 
Economist and elsewhere. 

The sparse reports on recent negotiations between Britain and the United 
States indicate that the British government has been reading between the 
lines of Conan's book rather than accepting Meyer's conclusions. Undoubtedly, 
the British have felt pressures from overseas members of the Sterling Area 
on the need for convertibility and some closer link to the dollar rather than a 
further turning inward such as Meyer proposes. 

Pm W. BELL 
Haverford College * 


Foreign Aid by the United States Government 1940-1951. Supplement to the 
Survey of Current Business. Prepared by the Clearing Office for Foreign 
Transactions, Office of Business Economics, U. S. Department of Com- 
merce. (Washington: Supt. Docs. 1952. Pp. 118. $1.00.) 

'This volume brings together in comprehensive and convenient form the 
record of total United States government foreign economic aid over the 
eleven-year period fromeJuly 1940 to July 1951. More recent data on United 
States foreign aid,since July 1951 are published in periodic articles of the 
Survey of Current Business, the last o which appeared in the March 1953 
issue. 

It is surely no exaggeration to say with the editors of this book that “the 
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foreign assistance rendered by the United States and described in this velie 
represents a series of programs unique in economic and political history." The 
total aid furnished to foreign countries (exclusive-of our contributions to the 
Monetary. Fund and the International Bank) over the eleven-year. period 
aggregated 82 billion: dollars, of which 49 billion dollars was provided during 
the war period." Reciprotal foreign did to the United States offset a part of 
this total, so that the nét aid extended to foreign countries by the United 
States government totaled 72 billion dollars. l 

If we add to these over-all figures the amounts of United States govern- 
ment aid extended ftom July 1951 to the close-of 1952, the: gross aid figure 
rises to 90.5 billion dollars and the net-aid total is nearly 79 billion dollars. 
The net foreign aid extended by the United States government for all purposes 
since the close of the second World War through 1952 totals 38 billion dollars, 
only: three billion dollars less than the net aid provided by the United States 
government to other countries during the five-year war period. It seems alto- 
gether likely that the 1953 figures will. cause the totais of postwar foreign aid 
of the United States government to rise'above the dollar total of our wartime 
lend-lease effort, once—not so very long ago—-regarded as the all-time higk 
of imaginative national effort in Sumowate, the limitations of conventional 
international finance- 

The present volume is not intended to be an apiid of the results of the 
tremendous and persistent efforts of the United States government to shape 
the course of international development over the last dozen years. Nor is it 
meant as a theoretical analysis oi our international economic relations. Its 
purpose is, rather, to present and classify the voluminous and complicated 
facts in an orderly and systematic manner as a basis for theoretical specula- 
tion or policy formation. As such, it is indispensable for any thorough study 
of the róle of the United States in world affairs. 

The illustrated main text. of the book emphasizes three aspects of our 
foreign aid. First, it explains the bzsic objectives of the different aid programs 
and the circumstances out of which they arose. Secondly, it describes: the 
geographic distribution of aid by. countries and main geographic areas; and 
finally, it presents an historical account annually and by periods of the magni- 
tude of United States aid and the shifting emphasis from grants'to credits and 
back to grants. This is followed by an appendix of statistical tables with full 
explanation of the concepts and definitions employed in the compilation of the 
data, and a legislative appendix summarizing the major legislation relating to 
foreign aid from 1940 to 1951. Most. readers would probably agree that “the 
facts presented here flow in such orderly and abundant profusion as to satisfy 
even the most vigoroüs intellectual appetites for some time to come. 

Among the many data assembled'in this volume this reviewer’s eye was 
caught by Table H which shows total credits of nearly 12: billion dollars 
granted to and utilized by foreign governments ifi this period, of which. 
between 10 and 11 billion dollars are still outstanding. These foreign debts 
had grown very rapidly in the years 1946-1948 prior to the beg'nning of the 
European recovery program, and continued to expand thereafter, though ata 

.much slower rate. Table K projects the contractual debt service on this 
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foreign indebtedness through 1961, showing that amounts between 400 and 
500 million dollars annually are scheduled to be paid to the United States by 
foreign governments in interest and repayment of principal on accumulated 
intergovernmental . debts, These two tables may help to remind us—if any 
reminder is needed—that our balance of payments problems and tlie policies 
pertaining thereto are likely to be as important an item on the agendas of 
future. international conferences as they have been in the recent past. 
. Max GIDEONSE 
Rutgers University 


Banking and Foreign Trade. A series oi lectures delivered at the Fifth Inter- 
national Banking Summer School, Oxford University, 1952. (London: 
. Europa Publications Ltd. 1952. Pp. 256. 15 s.) 


` (The postwar period has not exactly displayed a lack of writing on intet- 
national economic problems. Faced with an avalanche of books and articles, 
the general economist will find the present volume a useful survey of the most 
important recent trends and policies in international economics. It can be 
assumed that this is what the book was designed for, and on this score it 
comes out well. A group of bankers, economists, and civil servants deal, each 
from his own viewpoint and philosophy, with some particular aspect bi the 
total picture. The selection of speakers is on the whole good, although the 
caliber of the papers is uneven. This is perhaps unavoidable in a joint enter- 
prise of this nature. 

For the specialist in the field the volume has much less to offer. It does not 
reveal any new insights, and the papers which deal with, policy questions 
express opinions which are on the whole familiar in the literature. For 
example, the reader’ ‘will look in vain for new approaches to the pressing prob- 
lems’ of discrimination and convértibility. The one excéption is, in this 
teviewer’s opinion, a highly interesting paper by R. F. Kahn in which he dis- 
cusses’ the postwar monetary and commercial arrangements. His position is, 
briefly, that the nondiscriminatory elements in the Articles of Agreement of 
the International Monetary Fund are much less objectionable than the cor- 
responding rules in the ITO Charter and GATT. But let me use his own con- 
cluding words: “When I offer, in perhaps patronizing fashion, a benevolent 
wórd in favour of convertibility, as laid down in the Articles of Agreement of 
the International Monetary Fund, I am only following Lord Keynes, who 
expressed himself in favour of the use of powers of negotiation and of 
bilateral arrangements about trade, but wanted to be sure that in the upshot 
- anything which resulted from trade negotiations was made possible by suita- 
ble exchange arrangements. . . What I am saying is that if we had enough 
trade discrimination, “harmoniously and constructively administered, we 
might be able to introdtice convertibility on current account.” Whatever the 
merits of his case may be, it seenis to represent an important kernel in current 
British thinking, and as such it calls for serious consideration. 

= ‘ SVEND LAURSEN 
Brandeis University j 
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Business Administration 


Economic Replacement Policy. By ARMEN A. ALCHIAN. (Santa Monica, 
Calif: The RAND Corporation. 1952. pp. ix, 129.) 


This study deals with the important problem of when to AS units of 
durable equipment by similar or improved units. Beginning with a formula 
which is correct in theory and when forecasts are accurate, it is the author’s 
purpose to show that by computations which can be reduced to simplified 
form a correct replacement decision can be made. As the stream of income 
declines over time and possible alternate equipment becomes available, the 
replacement should take place when this stream of services can be secured 
at a lower cost or, in other worcs, when a new service is worth more than 
_ the increased cost. In his introductory chapter, Alchian defines these costs 
of providing this stream of service as related to the current value of the exist- 
ing equipment, the net cost of switching to the new equipment, the cost of 
replacement at projected intervals, operating costs, and the operating costs 
of the series of future replacements. Replacement decisions will rest on the 
comparison of the present value of these costs with the discounted value of the 
service stream. Advantages and disadvantages must be compared in time and 
it becomes necessary to recognize the element of interest by a discounting 
process. This study takes pains to point out that the correctness of decisions 
depends on the accuracy of the data necessary for the forecasts. 

'The reader with mathematical facility will find in Chapter 3 a concise state- 
ment of the basic elements outlined in the introductory chapter. In short, the 
formulation begins with a notation of the variables and then sets out, by 
mathematical expressions in terms of present values, the various elements of 
costs (E), such as the cost of switching from existing machines to a new one 
or the costs of operating the present equipment. The value of the revenue or 
services of a machine (R) is also given expression in terms of present values. 
The next step, after all elements ere set forth, is to give exponential forms to 
E and R. Thirdly, R and E are integrated in order to provide a simple and easy 
method of computation. For example, this process gives us six terms for cost 
(E, Es, E, etc.) each of which is a product with a dollar coefficient. To 
afford a rapid computation these factor values are set out in the appendix. For 
example, to find factor IV it is necessary simply to turn to the table and read 
the number for the two variables and then apply the money value. Finally, 
there is a summation of these costs. 

This study will be appraised by its readers on two entirely different levels. 
The first sort of appraisal will be made by a small group of theorists who are 
interested in replacement theory and are able to apply the techniques of 
advanced mathematics. The prob-em of replacement is really one of interest 
and investment. In order to see the relationship of this study, the average 
reader who is unfamiliar with the literature in this field might well begin with 
a review of parts of Irving Fisher’s The Theory of Interest. J. S. Taylor 
appears to have been the first writer to set up an algebraic formula to show 
the determination of the life of a machine when unit cost and interest are at 
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a minimum.’ Hotelling, Roos, Preinreich, and others have made modifica- 
tions and new formulae to expand their treatment beyond cost comparisons. 
in an attempt to present an approach which would appeal to engineers and 
business men, George Terborgh brought oüt in 1949 his study under the title 
of Dynamic Equipment Policy? One formula may be an improvement over 
its predecessor and concepts may be greatly expanded; at the same time, 
zhese mathematical theorists would agree that the replacement problem can- 
not be reduced to any final form simply solvable statistically. All predictions 
must be made on the basis of what will happen to the average machine. We 
cannot predict the kind of machines men may make. With psychological 
factors involved, it would be an extremely complicated procedure to introduce 
the factor of uncertainty into the formulation. Again, if wear and tear is the 
important factor of depreciation and production varies greatly in time periods, 
then a forecast of straight line depreciation is theoretically incorrect. It is 
extremely important to keep in mind that in these formulae we assume a 
constant price level and also no change in interest rates. If we believe that 
prices will decline, then replacement should take place somewhat later than 
indicated by the formula; if we believe interest rates will rise and capital will 
become more expensive, then there will be another factor favoring replace- 
ment. Decisions must also shift with the interest rate selected. Should we 
select a "pure" interest rate, a rate high enough to attract capital in the 
industry, or some other rate? In the absence of a reliable system of forecast- 
ing, no formula can give effect to the principle that cost and revenue factors 
should be measured in units of equal purchasing power instead of the cus- 
tomary dollar unit? As we. go into long periods of time, the compound ° 
interest process takes on great powers of growth and we see our data in the 
far away and dim shadows of discounted futurity. (At 696 the present value 
of one dollar in thirty years is thirty-one cents; in fifty years, it is only five 
cents.) Preinreich some years ago, apparently with a certain sense of futility, 
concluded one of his articles on this problem as follows: "I am not greatly 
impressed by the practical merits of the theory of economic life, although it 
is no doubt a fascinating subject, worthy of study for the sake of its legitimate _ 
place in economics."* Whatever other merits these theorists may find, 
Alchian appears to have made a contribution in his use of exponentials and his 
adaptation of the computation to electronic machines. 

.An appraisal on a second level will be made by business men, engineers, 
and accountants. As we attempt to apply the principles set forth to a particu- 
lar problem or plant, certain limitations will become apparent. A possible sav- 
ing through the purchase of new equipment is only one of the reasons for 
replacement as there might be a hazard connected with the machine causing 


‘GAD. Preinreich, “The Economic Life of Industrial Equipment.” Econometrica, Jan. 
1940, VIII, pp. 12-14. 


* New ‘York, 1949, * 

* The Rockefeller Foundation and the American Institute of Accountants, The Changing 
Concepts of Business Income (New York: Macmillan, 1952). 

* Op. cit., p. 39. 
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accidents and interruption of servic. Does accuraté data for forecasts; which 
the study emphasizes as fundamental, exist in every case? The. central prob- 
lem appears to be an inability to estimate revenue for particular items of 
equipment. What is the value of the services of a desk in an insurance office 
or the boiler of a public utility? Seles result from the combined services of . 
many items of equipment and may also involve items of rent and monopoly 
elements. The fact that accountant: do not.as a rule accept the principle of 
charging interest on equity capitai & not important for this analysis. It does, 
"however, seem that such computations will have significance only when they 
are made for relatively short periods of time. Although this study should not 
be turned over to a clerk with a-cakulating machine, there is a ‘real achieve- 
ment in the reduction of a complicated problem to a simple and quick method 
of computation. Its value lies in the possibility that it presents for improve- 
ments over present rule-of-thumb methods. I do not believe that the business 
men who will test this study will bscome so involved 'in mathematical tech- 
niques that they will fail to rely upon independent judgment as well as the 
proposed in it as a guide to equipment replacement.: . 
_ LAWRENCE R. CHENAULT 
Hunter College 


Industrial Organization; Public Regulation of Business 


Monopoly and Social Control. By Henry A. WELLS. (Washington: Public 
Affairs Press. 1952. Pp. ix, 158. 13.25.) 


: Mr. Wells here essays a formidab-e task. He tries to analyze the. American 
monopoly problem in. terms of man's persistent attempts to modify and control 
his social and economic environmen-. Given Wells’ brevity - of ‘treatment and 
Choice of. emphasis it is not surprising that his effort is largely unsuccessful. 

Wells’ analysis and prescriptions rest on several presuppositions. They may 
be summarized as follows: First, irdstrial concentration is continuously and 
rapidly increasing in the United S-ates. In this he roughly follows the John 
Blair-Federal Trade Commission pcsition recently questioned by Adelman, 

` Lintner and Butters,+ Second, conzentration of industry is equivalent to. or 
even underestimates the extent of monopoly about which he is concerned. 
Therefore, the rate at which moncpoly is increasing is alarming. Third, 
monopoly is the chief cause of our economic maladjustments.. To it may be 
attributed, among other things, botk depression. and inflation. The excision 
of monopoly would, then, remedy cur chief ecónomic defects. Fourth, the 
expansive phase of capitalism has ended, and the growth factors that served 
to divert public attention from the development of monopoly are now ex- 


1M, A. Adelman, “The Measurement o: Industrial Concentration,” Rev. Ec. Stat, 
Nov, 1951, XXXIII, 269-96; Corwin Ecwards, George St@cking, Edwin. George, and 
A. A. Berle, Js "Four Comments on “Tke Measurement of Industrial Concentration’,” 
ibid, May 1952, XXXIV, 156-74; M.-A. Adelman, "Rejoindez," ibid., 174-78; John M. 
Blair, “ ‘The Measurement of Industrial Cencentration': A Reply,” ibid., Nov. 1952, 343- 
55; M. A. Adelman, “Rejoinder,” ibid., 356-64; John Lintner and J. Keith Butters, 
! "Further Rejoinder,” ibid., 364-67. 
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hanstéd. Fifth, thë continuation’ of the trend to monopoly would undermine . 
the American’ faith 1 in free enterprise and political democracy. . 
Although these are not unfamiliar or perhaps even unpopular propositions, 
the validity of thefirst four of them, at least, is highly questionable. Upon 
these assumptions, whose validity he does not prove, Wells builds his analysis. 
As Wells sees it, the central monopoly problem is whether a democracy 
caa, without destroying itself, reverse the tendency of private monopoly to 
dominate the economic process. To solve that problem we should understand 
the general question of controlling man's environment. In addition, we should 
urderstand the American tradition of controlling the political and social ' 
environment, and how that tradition evolved. With these purposes in mind, 
Wells devotes. some thirty pages to a truncated survey of political and social 
theory from Plato to Marx. He then turns to a brief inquiry into the nature 
and origins of the American pragmatic tradition. Wells concludes that certain’ 


'ervironmental and ethnic factors have permitted in the United States a 


gradualistic and pragmatic approach to social and economic problems. He 
feels, however, that a failure to cope with the relentless growth of monopoly 
would cause a popular rejection of gradualism, and thus produce the contra- 


, dictions and upheaval Marx predicts. 


In Wells’ judgment, our present plight is grave but not hopeless. He devotes 
the better part of 75 pages to a recital of the factors that make the task of . 
antitrust as great as they are. First, the ownership and control of industry are 
already highly concentrated. And concentration (oligopoly) comes to the same 
thing as monopoly. Second, there is a lag between the growth of a social threat 
and an official and public awareness of it. Our institutional apparatus tends, 
therefore, to lag behind. the development of those evils it is supposed to 
combat. Third, powerful monopolies are able to influence legislation to their 
own advantage. Fourth, even if appropriate antitrust legislation exists, big 
business can frustrate its application. 

In spite of the enormity of the task facing antitrust agencies, Wells is 


: hopeful. He takes heart in a new public awareness of the problem and in 


certain recent court decisions (including the Aluminum, Tobacco, Pullman, 
and Cement Institute cases) that make the task of winning antitrust cases 
somewhat less formidable. 

Whatever one may feel about the need of an antitrust program, and this 
zeviewer believes there is such a need, Wells’ study is disappointing. He gen- 
erally disposes of powerful counterarguments by ignoring rather than refuting 
them. He carefully explains why oligopolists behave like monopolists, yet 
disregards factors that may make them behave competitively. He turns his 
back on the dynamic forces that have in the past made American monopolies 
unstable, and denies the facts of American economic progress. He does not 
sufficiently consider the possibility that state-sponsored monopolies may be 
more dangerous than the private monopolies he abhors. He takes the ques- 
tionable position that trade unions, the farm bloc, and other pressure: igroups: 
are free of the unsavory motivations and evil consequences he sees in cófiéeri- 
trated business. ` l l 

From one who argues so strongly for a strengthening of antitrust we might 
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expect concrete suggestions. Wells, however, contributes practically nothing 
to the development of a workable antitrust program. The newcomer to ezo- 
nomics will find in Wells’ book much that is misleading and not much that is 
stimulating; students of monopoly and social control will find here little that 
is useful and less that is new. 

Even if this book is judged as an attempt to popularize a dogma, it does 
not come off well. Wells? style is frequently opaque and usually discursive. 
The book is repetitious and disorganized. 

Wendell Berge wrote the lucid but overenthusiastic introduction to the 
volume. 

Joun S. MCGEE 

University of California, Los Augeles 


Problems of Nationalized Industry. Edited by W. A. Rosson. (New York: 
Oxford, University Press. 1952. Pp. 390. $5.00.) 

This study systematically interrogates the experience of industries and 
services nationalized by Britain’s Labor government between 1945 and 1950. 
The first half consists of thirteen essays by different authors; six of these 
essays appeared previously in the Political Quarterly, April-June, 1950. In 
the second half, W. A. Robson, professor of public administration, University 
of London, synthesizes the various topics and states general conclusions. 

The essays do not constitute case studies of particular naticnalized indus- 
tries. Instead, they have the merit of examining the major general issues rele- 
vant to most nationalized indus-ries operated by public corporations: the 
basis of compensation, administrative organization, ministeriel control and 
parliamentary responsibility, labor problems, joint consultation, the con- 
sumer’s interest, public relations, price policy, financial efficiency, and scien- 
tific research. It is apparent that the political issues receive more attention 
than do the economic. The economic contributions are by Professors Gilbert 
Walker, G. D. H. Cole, W. A. Lewis, P. Sargant Florence, and Sir Arthur 
Salter. 

Of the economic contributors, Professor Lewis on "Price Policy" and Sir 
Arthur Salter on the “Crux of Na-ionalization” provide a balanced combina- 
tion—the former displaying optimism, the latter pessimism. Undismayed by 
all the qualifications raised in the many discussions of marginal cost pricing, 
Lewis proceeds directly to a promulgation of his rules (pp. 181, 190-91): 
“(1) It [the public corporation] should make neither a loss nor a profit after 
meeting all capital charges; and (2) the price it charges for different services 
should correspond to relative costs. . . . And if subsidies or taxes are to be 
levied, they should be levied only by instruction, should be shown separately 
in the accounts, and should be paic separately to or by the Exchequer. ... If 
the different parts of the service compete with each ogher, relative prices must 
reflecta (but not necessarily equal) relative marginal costs. And each part of 
the,sprvice should pay its own way, showing neither a profit nor a loss, except 
where the different parts share the same overhead costs; in this case each 
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must make a surplus, dependent upon its capacity to contribute to overhead 
costs.” 

Sir Arthur Salter, in contrast, is so concerned with three preliminary ques- 
sions that he will have little to do with the planner’s Nirvana: "How can the 
incentives of competition, with prospective profit or bankruptcy, which are 
Zound in private enterprise, be replaced? How can collective bargaining be 
adjusted to the different conditions of nationalized monopolies? And what 
safeguards can be found against the inherent poet of bureaucracy to 
excessive centralization?” 

The economic discussion is in many respects eather dated in the Lange- 
Lerner-Hayek days. To a considerable extent, one may feel that what would 
really be of interest in this field is a rewriting in terms of modern welfare 
economics of Pigou’s earlier discussion of “Public Operation of Industries” 
in his Economics of Welfare, followed by an application of principles to the 
types of problems under review in this study. One especially misses more 
attention to some issues of marginal cost pricing as analyzed elsewhere by 
Crosland, Henderson, Little, and Wilson, among others. Some concern with 
problems of productive efficiency in state monopolies, as discussed elsewhere 
by Chester and Jewkes, would also have been relevant. It is at best not very 
satisfying, and at worst meaningless, to dismiss the latter problem merely by 
claiming that “statisticians are lagging behind the public need in evolving the 
statistical criteria necessary to determine performance” (p. 297). Even more 
significantly, investment policies of nationalized industries are neglected. This 
can not be separated from price policy and deserves attention. And finally, 
particular problems such as the intricacies of the road-rail and electricity-gas 
problems are unduly minimized. If, as is maintained, the public corpora- 
tion is the “most important constitutional innovation which has been evolved 
in Great Britain during the past fifty years,’ then the concentration on 
administrative problems is welcome. Although the reviewer is not competent 
to. evaluate the political contributions, nevertheless he must remark on the 
number of rather vacuous conclusions such as the following: “A successful 
balance between decentralization of management and central control of 
policy rests, in the last resort, on the establishment of harmonious relations 
between the persons concerned” (p. 90). Or, “My general conclusion on the 
whole subject (of the governing board of public corporations) is that it is of 
profound and fundamental importance that the prestige, status and dignity of 
these posts should be upheld and enhanced” (p. 107). 

In general, the same economic problems which this work considers have 
already been discussed in the literature, in some instances more thoroughly. 
But students will find it convenient to have the problems bound between two 

_hard covers, rather than scattered among journals and pamphlets. It is, how- 
ever, regrettable that there has been a publication delay of almost two years 
for the treatment of materials only five years old. Problems of denationaliza- 
tion may now be just as topical. i 

G. M. MEER 
Williams College 


706 THE AMERICAN ECONOMIC REVIEW 


Economic Warfare. By Yuan-Li Wu. (New York: Prentice-Hall, 1952: 
Pp. xii, 403. $4.50.) 

In this book Yuan-Li Wu makes a painstaking and conscientious attempt 
to develop a general theory and present an historical description of economic 
warfare, the emphasis being heavily on the former. 

The seven chapters that follow the introduction present an over-all view 
of the numerous measures that, in principle, a nation at war can take to 
strengthen its own economy and weaken that of the enemy. Two chapters 
cover regulation of international buying and selling. Two others consider 
“Aggressive and Defensive Financial Controls and Operations,” one dealing 
with foreign asset control, and the other with something called “Foreign Ex- 
change Budgeting Special Excharge Procedures." Another ana_yzes the long- 
term economic penetration of a developed economy with which one is not at 
war. Two chapters, entitled “Economic Cooperation versus the New Colonial- 
ism,” based largely on U.S. policy following the war, indicate ways in which 
a country can enhance its international position through conditional aid 
rather than coercion. Two others describe World War II measures taken by 
the British and Americans, and make interesting reading, but German counter- 
measures can only be inferred. Arother, on “Economic Warfare Against a 
Hypothetical Enemy,” distills some principles and considers some likely and 
unlikely alignments. One chapter deals with the aftermath of economic war- 
fare. The final chapter comments on some actual and possible U.S. policies. 

Mr. Wu is at his best when outlining the multiple effects—some favorable 
and some unfavorable—that stem from each act of economic warfare. In fram- 
ing its wartime regulations over trade and finance, a government must always 
compromise in its relations with neutrals, because its own bargaining power is 
very seldom absolute. For example; it will usually be necessary to permit 
some re-exports through neutrals to the enemy, especially when both neutrals _ 
and the enemy are within the effeczive blockade. 

One fact driven home by this werk. is that, in economic affairs, no neutral 
will ever be left alone by both helligerent powers. One or other will strive, 
with bribery and bullying as conditions dictate, to induce neutrals to restrict 
their exports to hostile powers and 2nter more wholly into the economic orbit 
of its own bloc. The means employed c be different for each country 
depending on a multitude of factors. 

It is for this reason that a discussion of economic warfare should run ia 
terms of specifics rather than genzralities. How a neutral is to be treated 
depends on geography, the location and effectiveness of one's blockade, the 
goods and services the neutral needs, and the exact nature of the commodities 
to be diverted for the enemy. Does the neutral have a merchant marine 
dependent on the maintenance facilities of one of the bellige-ents? Does it 
normally use one of the warring powers as a banker for its international 
transactions? What are the politicel sympathies of #ach neutral government 
and people? 

A serious defect of Economic Warfare is that it attempts to develop a 
general theory for a subject which does not lend -itself to this treatment. 


c? 
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Consequently the text is desiccated: and laborious. Each sentence is lucid 
enough, and the manner of presentation is eminently logical, but the effect of 
piling one theoretical interaction upon another, until some large abstract 
monument to deduction has been constructed, is deadening. The occasional 
footnotes giving some historical instances are the only relief experienced in 
some very tedious chapters. 

For-this reason too it is hard to say that this book, which could have been 
so. timely, is particularly relevant to the cold war. "True, the principles of 
economic warfare, developed at such great length, are pertinent enough. But 
one learns very little, the chapters on *Economic Cooperation versus the New 
Colonialism” notwithstanding, about the main issues that arise, or might arise, 
from a determined American and British attempt to influence European and 
Asiatic.trade with the Soviet Union and its satellites. Here was an opportunity 
that was not adequately developed. 

Perhaps one merit.of the book is that very little has been written in this 
feld since World War II, although various activities of the last war have 
been described. If colleges have courses in this subject, Economic Warfare 
should be considered as a text, although the students will find this rather AS 
ing subj ject i edly. dull reading. 

STEPHEN ENKE 

The RAND Corboridion 

Santa Monica, California 


The Economics .of Defense: .A Primer of American Mobilization. By R. V. 
CLEMENCE. (Harrisburg, Pennsylvania: The Stackpole Company. 1953. 
Pp. 138.) 


This book is intended to acquaint the reader having no previous knowledge 
of the subject with the basic problems faced by a mobilizing economy. The 
author points up the two major aspects of mobilizing for defense in a demo- 
cratic nation. On the one hand, there is the problem of physical production. 
Manpower and other productive resources must be made available for defense 
purposes. On the other hand, there is the problem of preparing the citizens 
of a democracy for the added effort and the sacrifices which are necessary 
during an extended defense program. The author is primarily concerned with 
this latter aspect of mobilization. His main. objective i is to develop an ana- 
lytical technique which can be used by the reader in evaluating the important 
policy decisions which must be made throughout a period of mobilization. 

- As Professor Clemens indicates, “to prepare a democracy for all-out war is 
a very different matter from similarly preparing a totalitarian dictatorship. 
. Mobilization in a dictatorship means telling people what to do, and mak- 

ing them do it" (p. 2). By contrast, in a democracy, the success of a defense 
program of indefinite duration depends primarily upon the voluntary coopera- 
tion of the various gr8ups within the private sector of the economy; and a 
familiarity with the basic problems involved will promote more ready accept- 


ance of the program by these groups. . 


The author has devoted individual chapters to a description of the peace- 
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time, wartime, and defense economies. The analysis in these chapters is directly 
related to a series of circular flow dia zrams or models which present the real in- 
come and the money income relationships between the household, business, and 
government sectors of the economy. These models effectively illustrate the 
manner in which money and incom: flow vary between these sectors as the 
transition is made from a peacetime -o either a defense or a wartime economy. 
Separate chapters consider two imp-rtant phases of a mobilization program, 
namely, the shifting of resources to the defense area of production and the 
problem of inflation control. Final chapters present an analysis of indirect 
and direct controls and their róle in : defense economy. 

Perhaps the greatest single merit «f this book is its simplicity. No attempt 
is made to define either the precise -omposition or the exact size of national 
. output during the period of defense production. The general approach is less 
detailed and less technical than o-her works on the subject which have 
appeared within the past several yezrs. The book is intended to be a primer 
on the economics of defense. Othe- more technical treatments are recom- 
mended as a sequel. 

Mobilizing for defense and war aas been a recurring problem in recent 
years. Few basic economics textbooks, however, give a fully integrated treat- 
ment of the subject. Yet the studen: should be familiar with, and should be 
able to evaluate critically, the varior.s economic policy decisions which must 
be made during an extended period : f defense production. A careful study of 
Clemens’ “primer” will provide the zeader with the analytical tools to better 
understand. the economic implicatiors of these policy decisions. The book is 
highly recommended for supplementary reading at the elementary level. 

GERHARD N. RosTvoLD 

Pomona College 


Public Utilities; Transsortation; Communication 


The Pacific Coast Maritime Shipping Industry, 1930-1948. VoL 1, An Eco- 
nomic Profile. By WYTZE Gorter and Grorcr H. HILDEBRAND. (Berke- 
ley and Los Angeles: Univ. o- California Press, 1952. Pp. xiii, 118. 
$2.50.) - 


This is the first of two volumes ceeling with the measurement and analysis 
of the economic performance of the Eacific Coast maritime shipping industry, 
defined in the opening chapter to irclude those functionaries which “move 
waterborne cargo and passengers! through ports of the Pacific Coast States: 
in the foreign, intercoastal, coastwiss, and non-contiguous trades." 

The authors have specifically limi-ed themselves ia Volume I to the con- 
struction and very limited interpreta.ion of statistical series relating to three 


*The analysis is confined, however, to c-rgo movements on the ground that passenger 
traffic is not significant. 
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measures of performance: cargo tonnage, as an indicator of output; vessel 
arrivals, as a measure of service offered; and ‘employment, as a measure of 
both employment opportunities and the degree of utilization of the rather 
immobile labor force associated with the industry: the choice being deter- 
mined in part by the availability of data. The “economic profile” presented 
by these series is discussed in general terms in the second chapter and more 
specifically in the two following, but in each instance explanations of and 
inferences from the data are limited to a defense of the general thesis that the 
industry was declining, in absolute terms and relative to those of the Gulf 
and Atlantic Coast ports, throughout the period 1930-1948 except under the 
stimulus of war. A useful and methodical summary of the problems of data 
collection and their resolution and the tabular summaries referred to in the 
text are presented separately in appendices for clarity of exposition. 

The organization and presentation of industry studies is, of course, a matter 
of individual preference, and the well-ordered development of this little book 
bears out the authors’ contention that a very considerable task of data assem- 
bly and reconciliation was necessary before any meaningful analysis of causal 
factors could be undertaken. It is not entirely clear, however, that this fact 
alone warrants the separate publication of Volume I. The nontechnical reader 
will find it difficult to apprehend its significance in the absence of a selective 
description of the nature and recent evolution of the peculiar market environ- 
ment in which the industry operates; and the professional in the field can 
hardly assess the adequacy of the measures employed or the validity of the 
conclusions with respect to the industry’s postwar status without a more 
explicit statement of the coverage and technique of the causal analysis to 
follow. 

In a similar vein, it is to be hoped that the authors’ concluding statement 
that the central theme of the problems to be dealt with in that analysis con- 
cerns the concepts. of supply and demand implies a broad ‘reading of those 
terms: i.¢., an inclusive examination of the complex political, legal, and socio- 
logical relationships which underlie economic behavior on the Pacific Coast 
waterfront, and of their vital significance to the development—from among 
a broad range of alternatives—of short- and long-run policies of employer and 
union groups. The politics of regulation and of trade policy, the ideology 
behind the drastic revision of waterfront labor organization, and the personal 
rivalries of the era are difficult to fit neatly into curvilinear analysis, but 
they are a vital part of the framework within which economic behavior was 
determined in that turbulent period. 

An adequate appraisal of the usefulness of this first volume must, therefore, 
await the second. Within the limits specified, however, it represents a scholarly 
and unusually well-ordered summary of one line of attack on the common 
problem of virtually ali industry analysis: the preparation of meaningful 
measures of economic ‘performance from Reb ered data of uneven coverage 
intended for a variety of purposes. 

James A, CRUTCHFIELD 

University of Washington 
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Resource Conservation: Economics aad Policies. By S. V. Crrtacy-WANTRUP. 
(Berkeley: University of California Press. 1952. Pp. x, 395. $6.50.) 

The title of this book suggests an ambitious effort and the flyleaf confirms 
this. Some fourteen years of research by the author, with assistance of such 
groups as the Social Science Researca Council and the Guggenheim Founda- 
tion, lie behind this work. 

The general organization of the book is an abseatini one, being logical 
and systematic, something not often attained in a work dealing with such an 
amorphous field. A review of the emergence of the problem of conservation is 
followed first by a classification of types of resources and then a consideration 
of the meaning of the term conservation. The next two sections, which occupy 
some forty per cent of the book, analyze the rôle of the private planning agent 
in the economics of conservation, Not only are the effects of decisions based 
upon economic motivation studied, but the institutional influences which 
operate upon the private planning agent to speed or retard rescurce use are 
given extensive consideration. 

It is the author's view that what he calls the "optimum state of conserva- 
tion" in private economics serves as a “construct” about which the.forces of 
economic motivation and institutional influence may be grouped and analyzed. 
To this end the “optimum” is viewed ex ante to enable the economist to 
study the effects on conservation resulting from the motives and conscious 
objectives of the planning agent. The “optimum” seen ex post is an historical 

. notion which it is felt will be helpful in the appraisal of “habit patterns." This 
latter term is used to include behavior learned through repetition and imita- 
tion rather than by conscious understanding. Having established his “con- 
structs” Ciriacy-Wantrup gives extended treatment to the manner in which 
the planning agent reacts to or is acted upon by such economic and/or legal . 
influences as: the rate of interest, time preference, income, uncertainty, prices, . 
some aspects of property, credit, taxation, market form, and economic insta- 
bility. A number of subtle relationships of varied degrees of importance are 
uncovered. " : l 

The final two sections are concerned with the objective, criterion, and im- 
plementation of conservation policy for society. With the society, as with the 
private planner, the objective is an “optimum state of conservation” but in 
terms of social rather than private economics. Practically, it is recognized 
that the theoretical “optimums,” both private and social, cannot be attained 
in reality. In most circumstances the practical goal of conservation policy is 
held to be. a step-by-step improvement in the existing state of conservation. 

A unique but important case requires further readjustment in policy goals. 

` This is the case of those resources which are ordinarily renewable but which. 
have a critical zone of utilization beyond which depletien becomes irreversible 
within the realm of economic feasibility. Perhaps the best single illustration 
of such a resource is soil. The danger resulting from this irreversibility is that 
it may entail what are called “immoderate losses"—those which may threaten 
the survival of the community. Such immoderate losses to society are in terms 


JA 


BOOK. REVIEWS 711 


of narrowing the resource base of the economy and consequently reducing its 
adaptability and.its opportunities for development. Certain social growth is 
stifled, some other is distorted; social collapse may result if the resource base 
is continually narrowed. 

Irreversibility does not always result from depletion of these resources. 
However, it is a possibility which a society cannot afford to risk. As a safe- 
guard against this contingency, Ciriacy-Wantrup develops the notion of a 
"safe minimum standard" to serve as the practical approximation of the 
optimum state of conservation for society. This “standard” is defined “in 
terms of conservation practices designed to avoid the critical zone." Since 
irreversibility is not, for these resources, the certain consequence of deple- 
tion, there is a social cost involved in maintaining the safe minimum standard. 
The cost may be viewed as an insurance premium against social stagnation and 
inflexibility. i 

This theory and the concepts developed i in it are, perhaps, the most impor- 
tant single contribution of the book, Not only does it serve as a guide for much 
of the subsequent policy consideration, but it indicates that one group oí 
resources has both special qualities and a strategic economic position, condi- 
tions which are a sine qua non for special conservation treatment. 

Following this analysis, various means of implementing conservation policy 
are given consideration. This section concerns itself largely with those tool: 
specifically designed for conservation (direct tools), the more general eco- 
nomic forces which may be used having been studied in the section on the 
private economics of conservation. Although developing in part-from the 
theory just mentioned, it is of minor analytical interest, being in the nature 
of a thorough survey of the direct tools. This section is less imaginative thar 
earlier parts of the book. 

One aspect of the over-all analysis requires comment, The‘ author’s defini 
tion of conservation is given as the redistribution of use of a resource “in the 
direction of the future” (p. 51). Following this it is somewhat startling to finc 
(p. 77) the definition of the optimum state of conservation for the privat 
planning agent “as that time distribution of use rates that maximizes thi 
present value of the flow.of (expected) net revenues," and a similar defini 
tion. (p. 230) of the optimum state of conservation for social policy in term 
of maximizing “social net revenues over time.” 

In developing these optimum concepts the author has made the decisive ant 
determining factor value, an element which is notably absent from his defini 
tion of conservation. In ‘view of this- latter fact, it is not apparent ow, no 
for that matter wy, the maximization of present value (to either the privat 
planner or society) should be at the same time uniquely the optimum stat 
of conservation, The analysis shows no connection between value and con 
servation.and certainly the definition given for conservation does not. 

In moving from ont criterion.of conservation (time) to another (value 
the analysis avoids the thorny problems associated with explaining resourc 
valuation. Vet this is a fundamental aspect of any theory of conservation, fo 
unless. there is.something singular about a resource by reasori of which societ; 
cannot afford to:value it as ordinary economic goods are valued in the market 
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special conservation treatment—as Cstinguished from ordinary economizing 
—is irrelevant. The penalty this book pays for side-stepping the valuation 
problem is a loss of some degree cf unity of topic and a certain loss of 
urgency of purpose. One is left with z feeling that the main battle about con- 
servation was over before he picked up the book. 

"Another less significant observation is worth mentioning. Although the 
book makes some attempt to consicer nonrenewable (stock) resources, its 
specific coverage of them is slight ard the “general” conservation analysis is 
often too narrow to consider importent factors related to their conservation. 
For example, total ultimate recovery of these resources is assumed at several 
points in the book to be a fixed stock which is insensitive to price. In fect, both 
current supply and ultimate recovery. of such resources are characteristically 
functions of price. 

Despite these drawbacks the wort indicates many new tools for use in 
conservation policy and the mannsr in which they affect conservation 
decisions. The work of the author al o results in the development of several 
new theories explaining resource charecteristics and the effect of those charac- 
teristics on society. For these reasors the reviewer feels that the work is a 
distinct contribution to the literature on the economics of conservation. 

Joun C. Murpock 


University of Missouri 


Agricultural Prices, By FREDERICK Lunpy THOMSEN and RicHarp JAY 
Foote. 2nd ed. (New York: McGraw-Hill. 1952. Pp. ix, 509. $6.50.) 
There are now three good textbooks on the subject of agricultural prices. 
F. L. Thomsen, the senior author oi “he text under review, pioneered in this 
field with-his first edition of Agriculteral Prices in 1937. The second edition, 
substantially revised, now competes, however, with Shepherd’s Agricultural 
Price Analysis (1947) and Waite anc Trelogan’s Agricultural Market Prices 
(1951). 

-The new text is an improvement apon the original. Most chapters have 
been rewritten and up-to-date material has been included. Part I deals with 
Price Determination and Discovery, with specific reference to agricultural 
prices on the wholesale and retail level. This is first a simple presentation of 
price theory under conditions of perf ct and imperfect markets znd includes 
a brief discussion of aggregative pric determinants in addition to the con- 
ventional demand and supply analysis Furthermore it describes and analyzes 
the general behavior of prices over sho-ter and longer periods of time. Chapter 
9 deals with the relation between cas3 and future prices and has been taken 
over almost unchanged from the first 2dition; it still remains a good descrip- 
tion of the rôle which the future merket plays, or is assumed to. play, in 
agricultural marketing. Chapter 12 describes various “price programs of the 
federal government which have become “one of the most important factors 
affecting commodity prices." The programs are largely appraised in the light 
of theoretical considerations of the frxe market model. Part II is devoted to 
the problem of handling price data fo. statistical analyses, for price forecast- 


~: 
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lating price data and of price analyses, such as index numbers, correlation 
analyses and long-run and short-run price variations. If used in undergraduate 
classes, these chapters would necessitate spending some time on statistics, in 
the absence of previous training in that field. Agricultural extension econo- 
mists and county agents might find valuable material in the chapters dealing 
with the methods and difficulties of making price forecasts and outlook 
reports. In Part III, individual commodities and their prices are dealt with 
in some detail, such as-hogs, beef, dairy products, cotton and wool. For each 
commodity the major demand, supply and other factors which determine 
prices are explained, and price behavior and analyses are described. 

The main value of the book is that it furnishes further detailed material 
to enable students and others to understand the nature of price problems and 
price ‘analysis—an understanding which is necessary for explaining and pre- 
dicting prices, as well as for controlling them. 

For those that like to have their economics shot straight from the hip, this 


‘book will bé very satisfactory. The manner in which the various price prob- 


lems have been integrated into a structure for which equilibrium theory 
Serves as a basis commands respect. Examination of price problems, such as 
those encountered in connection with government price programs, is straight- 
forward and technically well presented with a few minor exceptions. For 
instance, it would have been preferable if Figure 32 (p. 213) relating to the 
storage problems and showing hypothetical total return curves under condi- 
tions of “inelastic demand,” had been drawn so as not to leave the impression 
that the entire range of the demand curve was inelastic. 

The appraisal of government price programs by the authors suffers from 
occasional moralizing which could affect some readers or students in a manner 
entirely opposite to the one intended. It is one thing to explain and analyze 
the “forces interfering with the operation. of a free economy” in the light of 
rigorous economics, but another to imply that those that challenge the con- 
clusions of “sound” economics are necessarily “misguided.” 

One of the conclusions reached by the authors is that “with certain excep- 
tions . . . retail food prices are determined largely under conditions of pure 
competition,” while marketing margins, i.e., prices received by marketing 
agencies for the service they perform are “rarely determined under condition: 
of pure competition” (p. 97). For this statement, there is however little evi 
dence in the text. It seems somewhat contradictory in the light of the variou: 
types of imperfect competition—enumerated on the following pages—whicl 
we find at all levels of trade. Also, the chapter on pricing under imperfec 
competition fails to bring out pricing problems under monopsonistic situations 
which exist in the case of many agricultural commodities on the farm level. 

Agricultural Prices, besides being an appropriate text for a special cours 
in that field, is useful as complementary reading material for those that ust 
textbooks in marketing which do not emphasize economic theory in relatior 
to marketing problems - (including F. L. Thomsen’s Agricultural Marketing) 
For general economists, its value lies mainly in the application of economic 
theory to the analysis of policy problems. 

ERNEST FEDER 
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Wages Policy under Full Employment. By E. LUNDBERG, R. MEIDNER, 
G. REHN and K. Wickman. Ecited and translated by RALPH TurvEY. 
(London: Wm. Hodge & Co. Ltd 1952. Pp. viii, 88. $1.) 

This is a collection of short essays by four Swedish economists on how to 
manipulate wages so as to permit the reconciliation of full employment with 
the prevention of inflation. Of the four only Lundberg, by virtue of his 
Economics of Expansion (London, 1637), will be familiar to American read- 
ers. Meidner! and Rehn are employed by the Swedish central labor organiza- 
tion, but are (or have been) associated with the Stockholm Business Cycle 
Research Institute, of which Lundberg is chief. Wickman, who has also worked 
at this institute, is identified, in the editor’s two-page foreword, only as “a 
specialist in welfare economics.’ 

The essays in question were originally published in Swedish; some in the 
Social Democratic monthly Tiden amd the others in the professional (eco- 
nomic) journal Ekonomisk Tidskrift, between 1948 and 1950. Lundberg opens 
the book with a brief general discussion of the issues of wage leve! policy, and 
this is followed by Meidner's paper, "The Dilemma of Wages Policy under 
Full Employment." The bulk of the volume consists of Rehn's paper, “The 
Problem of Stability: An Analysis anc Some Proposals"; a critique thereof by 
Lundberg and a rejoinder by Rehn. Wickman's very short essay concludes the 
volume. 

It seems fairly clear from the discussion that Lundberg’s generel MEA is 
(by American standards) that of a moderate conservative. His critique of 
Rehn’s proposals (designed to prevemt inflation without sacrificing full em- 
ployment) is marked by concern lest -esources be misallocated; lest there be 
“insufficient risk-taking”; lest the "transfer [of] a large part of private saving 
to the State” involve an undesirable concentration of economic power; etc. 
He also argues that “it is very poss ble that some degrees less of full em- 
ployment, secured by a restrictive credit policy and without price increases, 
might be more effective in stabilizing "sages than increasing prices by indirect 
taxes.” 

The other contributors are all Sccial Democrats; however,. their views - 
imply differences of opinion on the correct wage policy to be recommended 
to the labor movement. Meidner’s view, for example, is not too far removed 

` from Lundberg’s; he asserts that it is “excess monetary demand which is the 
real cause of over-payment, affecting both wages and prices." And his solu- 
tion is to eliminate the "excess monetary demand." He does not state jüst how 
much unemployment he would accept in exchange for such elimination, but 
does indicate repugnance for “a relapse into a society of the insecure pre-war 
type." Although Meidner does not cer any guidance in how io get “full 
employment without inflation," his argument is an intetesting Swedish expres- 
sion of a desire to preserve the independence of unions from even a govern- 


*Rudolf Meidner is the principal economist of the Swedish Labor Federation while 
Gosta Rehn is a member of his staff. 
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ment controlled by their allies. He believes that unionism’s primary function 

is the determination of wages through collective bargaining and that failure to 

exercise this function by individual unions would cause “the members’ desire 

for an interest in the organization [to] lag.” Hence he disparages any notion 

of a centrally determined wage policy? and rejects the idea that unions 

should be “responsible” or “reasonable.” The vehemence of his position may 

be surmised from the following: “There is no organization whose very. 
existence is threatened to the same degree by this excess demand as is the 

trade union movement which must maintain its dominant position in the 

wage-formation process if it wants to survive.” 

Meidner’s position is essentially that of the Trade Union leaders, anxious 
to preserve their independence of the government even when it is dominated 
by the Social Democrats. Rehn, however, is more willing to take the risks of 
living with Leviathan. Like Meidner, he believes that the unions cannot, for 
long, act to hold down wages in the presence of excess labor demand without 
losing their principal raison d'être (and membership). But while Meidner 
does not specify how he would eliminate excess demand, Rehn has an explicit 
proposal. He argues that full employment, under existing institutional 
arrangements, generates (unduly) “high profits,” which in turn generates the 
excess demand for labor which (unions or no) puts upward pressure on wages. 
The crucial link in the chain between full employment and inflationary wage 
increases is high profits; and it is this link which Rehn proposes to break by 
a system of indirect taxes levied on “gross production” rather than profits. 
(Direct taxes are rejected because of their adverse effect on incentives.) 
Government revenues and expenditures are to be balanced at full employ- 
ment equilibrium; part of the receipts, however, are to be earmarked for 
investment purposes and these receipts would be invested or sterilized as the 
exigencies of the situation required. Underemployment would be combatted by 
using the investment funds to give jobs to the idle and/or to subsidize cer- 
tain firms incurring losses; inflation would be fought by sterilizing part or all 
of the revenues earmarked for investment. But in order to curb effectively both 
inflation and unemployment, the state “must be able to determine and direct 
the use of an increased share of the total National Income.” _ 

In short, Rehn proposes to transfer a part of profits to the state via indirect 
taxes. The new full employment equilibrium will involve smaller private, and 
larger public, investment than heretofore. Absence of high profits will, ac- 
cording to Rehn, remove the excess demand for labor that generates wage 
increases. But what if unions demand “excessive” wage increases anyway, 


ê This impression of Meidner’s position is based on his essay as printed in the book. 
However, through Professor Walter Galenson, I have seen a mimeographed form of thi: 
paper (in English). The translation is virtually identical with Turvey’s except that ir 
Turvey’s version certain important sentences are omitted from the next to last paragraph 
(p. 28). They include thé following remark: “the trade union part of it has to be con- 
solidated—by a further levelling of ungrounded wage differences, by intensified instructior 
and by a planned agreement policy, which would not exactly mean centralized actions foi 
increased wages but central influence on the claims of the different unions.” This remark 
quite alters Meidner's position as expressed in the book (making it much closer to Rehn's) 
it would be interesting to know why it was deleted. 
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relying on the implicit guarantee of full employment to save their members 
from unemployment? To circumvent this difficulty Rehn proposes a “cen- 
trally planned wage policy—on which the trades union movement can reasona- 
bly be asked to take responsibility.” Such a policy implies that “the central 
body must support reasonable wage claims and check the less reasonable 
ones”; this wage policy will aim at equity among different groups of wage 
earners rather than encouraging each to bargain for all it is able to take. One 
consequence of this wage policy would be to narrow (interindustzy) wage dif- 
ferentials. Rehn would pérmit small interindustry diiferentials to exist as a 
spur to the transfer of labor from less to more profitable industries; however, 
he does not think that such differentials (or those now existing) are a sufficient 
incentive for the optimal degree of mobility, and he therefore proposes govern- 
ment financed bounties (administered by labor exchanges) to induce workers 
to move into certain designated expanding industries. 

One obvious difficulty with Rehn's program relates to his assumption that 
unions will refrain from demanding “inflationary” wage increases in the 
` presence of full employment if there is a transfer of "excess" business profits. 
to the Treasury via indirect taxes. Both Lundberg’s critique and Wickman's? 
essay express doubts on this matter, doubts shared by the reviewer. A second 
difficulty, also noted by Lundberg, is our ignorance of how much government 
investment (or subsidies) would be required to maintain full employment 
under Rehn's scheme. The amount could vary enormously depending upon 
` business response to. the initiation of the plan. Rehn's rebuttal to these argu- 
ments is not, in my opinion, satisfactory: despite the admirable restraint of 
the Swedish unions in recent years, it is at least debatable that, even in 
Sweden, this could continue indefinitely. In any event, the matter requires 
more discussion than Rehn devotes to it. The second difficulty is not really 
considered at all; at bottom, I suspect, Rehn is not overly worried about 
“too much" government investment. 

On the other hand, Lundberg's position is not a happy one: to argue for 
credit restriction and “some degrees less of full employment" is to invite Rehn's 
retort, “less than what?” The cost of price stability in terms of unemployment 
is simply not known. Rehn's rebuttal further argues that, while his own pro- 
posal may not be perfect, it is superior to the mixture of direct controls and 
exhortation that has characterized much of postwar wage policv in Sweden 
and elsewhere. And it is not clear that Lundberg would not choose Rehn’s pro- 
posal rather than continue existing policies. Lundberg's attitude is clear; he 
would like somewhat more stress on curbing inflation and somewhat less on' 
maintaining full employment, but it is by no means easy to translate this atti- 
tude into a positive program. 

By and large, these essays are well worth the attention of students of wage 
policy. They do not take us very far beyond the giscussions of English- 
speaking economists, but there are certain differences of emphasis that justify 
a reading. It is unfortunate that the editor did not provide an introductory 
essay on the political and economic situation that gave rise to the debate and 
a description of the relevant Swedish institutions. It is only inferentially that 


T 
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the phenomenon of the “wage stops" (freezes) in Sweden enter the discussion; 
vet these are basic to any understanding of the practical bearing of the argu- 
ment, Again, the background of the "solidaristic" wage policy that has (over 
the past two decades) narrowed wage differentials, and upon whose acceptance 
Rehn's proposal rests, is not considered. An explanation of such phenomena 
as these would have added greatly to the value of the book. But beggars 
cannot be choosers and, as it is, Turvey has left us in his debt. 
i M. W. REDER 
Stanford University 


Sidney Hillman, Statesman of Labor. By MattHEw JosEPHSON. (New York: 
Doubleday and Co. 1952. Pp. 701. $5.00.) 

Matthew Josephson’s biography of Sidney Hillman could hardly fail to be 
an interesting and absorbing study. The man, the pnion he represented, their 
joint róle in the growth of the American labor movement, are such vital parts 
of our recent history that attention is inevitably drawn to what Josephson has 
to say. But oddly enough, although one’s interest is maintained throughout 
the study, this reader was left disappointed. Despite Josephson’s generally 
recognized skill as a writer, the personality of Hillman fails to emerge in 
convincing fashion. We are told repeatedly that Hillman was a great labor 
leader and statesman, but still the reader is left with the feeling that adequate 
demonstration is lacking, After nearly 700 pages of text Hillman remains a 
largely unknown character—Josephson’s adulation notwithstanding. It is hard 
to account for this failure. Although Hillman left few personal records, a 
considerable number of people who knew him well (including his wife) were 
available to the biographer. Many, indeed, are quoted in their appraisal of 
Hillman—with some bias towards those who admired him most—while less 
attention is paid to Hillman’s critics, most notably David Dubinsky. 

The biography follows a rather straightforward chronological pattern 
starting with a brief account of Hillman’s youth in Russia where he partici- 
pated in the revolutionary movement. His changeover from a revolutionary 
to a moderate trade union leader after his immigration in 1907 is certainly 
not adequately explained by Josephson. The best told parts of the story cover 
the turbulent years from 1910 when Hillman first joined the United Garment 
Workers Union, after working for a relatively short time as a cutter in Chi- 
cago, until 1914 when, at the age of 27, he became president of the new 
Amalgamated Clothing Workers Union. But even this part of the history 
cannot be accepted uncritically. One of the great difficulties faced by a 
biographer is to resist the temptation to let the hero steal the show. Josephson 
does not entirely succeed. So in the early years the parts played by such 
workers as Joseph Schlossberg, Hyman Blumberg, August Bellanca and Bessie 
Abramowitz (later Mrs, Hillman) receive a smaller share of the spot-light 
then they deserve. And some will question whether Hillman would have risen 
to the leadership of the union without the active sponsorship of such off-scene 


‘workers as the arbitrator John E. Williams, the social worker Jane Addams 


and the lawyer Clarence Darrow. Similarly, in the later period, as during the 
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formation of the. CIO, the róle of John L. Lewis is certainly underplayed. 

For the economist the omissions that will be most noticed concern the 
changing economic status of the clothing workers. Since World War I, the 
Amalgamated Clothing Workers Union in varying degree has exercised con- 
siderable influence, through unionization, in the men’s outerwear industry. 
There is no attempt made by Josephson to follow up in any systematic fashion 
the consequences of unionization in such important areas as wages, employ- 
ment or migration of the industry. Much attention is paid to strikes and to 
the extention of union control and mention is made of the union’s efforts to 
aid the industry along the lines of "scientific management.” But in fact the 
reader will learn more about such fringe issues as the Amalgamated Bank anc 
cooperative housing sponsored by the ACWU than he wil about what 
actualy happened to the workers in the industry. To cite one example, in 
1923 about 63 per cent of all employment in the men's outerwear industry 
in the United States was found in six cities, where the union had its greatest 
control (although the degree of unionization was not equal in all these cities). 
By 1937 the comparable figure had allen to 49 per cent, a decline of 14 per- 
centage points. In Chicago alone, the original stronghold of the union, the 
employment percentage fell from 18 to 8 per cent of the national total between 
1923 and 1937. Josephson makes no attempt to set forth these important de- 
velopments, which are well known end uncontested facts; and consequently 
he fails to probe into some of the most vital problems of the industry which 
fostered Sidney Hillman and which was, in turn, molded in a significant . 
fashion by him. ` : 

CARRIE GLASSER ABRAMOVITZ 
Palo Alto, California 


AFL Attitudes Toward Production, 1900-1932. By Jean TREPP MCKELVEY. 
Cornell Studies in Industrial and Labor Relations. Vol. II. (Ithaca: Cor- 
nell Univ. Press. 1952. Pp. ix, 148.) 

This volume represents the interpretative part of a doctoral dissertation on 
union-management cooperation written by the author two decades ago at 
Radcliffe College. The dissertation material describing actual cases of coopera- 
tion, since then covered by other writers, has been omitted from the publica- 
tion. 

Professor McKelvey’s interpretation of the development of a “cooperating 
philosophy” by the American’ Federation of Labor during the period in ques- 
_ tion is essentially this: The weakness of the labor movement, stemming from 

various socio-economic conditions, prompted union initiation of cooperating 
ventures as a technique for the survival and growth of trade-unionism. In 
. her own words: 


. . . the difficulties involved both in overcoming thè apathy of the work- 
ers and in forcing recognition from employers suggested that the easier 
road to organization lày in selling the union to employers by persuading 
them that their own self interest could best be promoted through union 
recognition, that the trade union alone, in contradistinction to the com- 
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pany union or other forms of employee representation, could supply the 
broad basis of confidence necessary to release the full productive energies 
of the workers (p. 119). 


But this cooperating philosophy" did not emerge aimada; Quite the 
contrary, 


. leadership is necessary to analyze a new industrial situation and to 

: formulate a program for dealing with it. Leadership is also essential in 
educating the rank and file to acceptance of policies which involve a 
departure from long established procedures. So far as the AFL is con- 
cerned, theré is little doubt that William Green was the person chiefly 
responsible for its support of union-management cooperation (p. 120). 


The author emphasizes, however, that the cooperating aa failed to at- 
tain the objectives of organized labor. 

Union-management cooperation designed to increase E E E. 
is the sense in which the author uses the term—is characterized (among other 
things) by a spotty growth pattern: At any given time it will exist in some 
bargaining units (or subdivisions thereof) and not in others; and it does 
not continue indefinitely in those units where it emerges. Given this fact, 
it is neither realistically constructive nor analytically accurate to deal with 


‘the problem of cooperation by pitching the approach at the level of the entire 


economy and focusing on federation leadership, as did Professor McKelvey. 
Instead, the investigation must be oriented toward the particular business 
units where the cooperating ventures are being tried and toward the labor 


. leadership relevant to those units. In some instances this may mean focusing 


on the “philosophy” of an obscure local official, in others on a national labor 
figure, in still others on a regional director, etc. And such a research dictate 
is reinforced by the fact that the component national unions of the AFL are 
nigh-perfect autonomous bodies when it comes to elaborating and executing 
collective bargaining policies. Nor should one fail to note that within many 
of these nationals, some or all of the locals themselves have a great deal e 
autonomy where job problems are concerned. ^ 

All this is not to imply, of course, that the “philosophy” of the AFL dede 
ship is of absolutely no importance for the success or failure of union-manage- 
ment cooperation experiments, either during the period studied by the author 
or a different time span. But compared to the other forces impinging on the 
national, and particularly the local, union officials in America, the impact of 
so-called Féderation. viewpoints and attitudes is relatively negligible. 

This reviewer is not asserting that by any stretch of the imagination is 
adequate local or national union leadership enough for the successful emer- 
gence and continuation of union-management cooperation plans. There are 
various other conditions that must be fulfilled, But to ascertain concretely and 
operationally what these conditions are, the researcher must concentrate his 
investigations on the relevant business units. That again points up the fact 
that-to deal with the cooperation problem at the level of the entire economy, 
which the author has done in this volume, is of relatively little practical 
value. It may well be, of course, that in her doctoral dissertation she did make 
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exhaustive -case studies of the particrlar plans that were initiated during the 
twenties. But if so, her analysis ard interpretation in this volume should 
have focused on these particularities. f 

This reviewer has evaluated the study from the vantage point of a “pragma- 
tist” (in the philosophicel sense). That in no way, however, implies a similar 
evaluation of Professor McKelvey's 2ffort in the light of other criteria. For 
instance, as a chapter on the "intellectual" development of certain segments 
of the AFL leadership during the "twenties, this monograph might well prove 
a noteworthy document. And the rezder should also keep in mind that the 
study was completed twenty years ago, when the techniques and insights now 
commonplace were unavailable. ‘ 

JOSEPH SHISTER 
University of Buffalo 


The Organizability of Farm Labor in the United States. By ALEXANDER 
Morin. (Cambridge: Harvard University Press. 1952, Pp. 102. 50 c.) 

For many years the problems and --ifficulties of organizing field workers in 
agriculture have been known. But the-author is perfectly right wken he states 
that “there has been little or no systematic analysis of the specific problem 
of the organizability of the farm wage ~vorker. ” To fill this void is the object of 
this monograph. 

The central observations of the stwly may be summarized as follows: the 
problem of union organization in agr culture, as compared with industry, is 
more complex than are suggested by the purely economic and operational 
factors of organizability; in contrast to industry, the psychological barriers 
to successful unionism in agricultu e (farm worker identification “with 
farm-owning or with non-agricultura groups") are more formidable; the 
hope of escaping from wage employment in agriculture overrides the typical 
worker's concern about conditions on ~he job, and hence “the remedial efforts - 
of farm worker trade unions" are of secondary importance; and joining a 
union of his fellow farm workers is rot the path pointing to his long-term 
aspirations. 

A glance into the past makes it diffcult to confute these observations. And 
a look at the present does not raise dcubts as to their general validity, but it 
does raise the question: How.really cracial or significant are these difficulties 
when it comes to organizing hired farra workers into stable unions? Although 
it is true, as Mr. Morin states, that *a recognition of permanence in farm 
work will contribute to future organizi ig campaigns," too much may be made 
of this point. What must not be lost sight of is the fact that at least two 
million workers try to make a living nostly from wage employment in agri- 
culture every year. Ánd this suggests a-sizeable gross organizable potential for 
many years to come. With organizational perspectives trained on the short 
rather than on the long occupational aorizons of agricultural hired workers, 
it is conceivable that appropriate techniques can be devised to meet the or- 
ganizational problem of excessive occupational turnover among these workers. 

As for the economic and operational factors affecting union organization in. 
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agriculture, none is more important than the character of the farm labor 
market itself. In this respect, Morin does a very creditable job, particularly in 
describing the labor supply aspects of this market. Because easy entrance into 
seasonal farm work tends to undermine the employment opportunities of 
those workers more or less permanently attached to agriculture, it is both 
a principal incentive and a major difficulty in their organization. Not men- 
tioned, however, is that one of the most important factors in preventing 
unionization of large-scale agriculture in the Southwest, for example, is the 
current legal and illegal employment of Mexican nationals. 

At one point Morin states that “dispersion [of employment] is no doubt 
‘one of the principal reasons for the failure of hired farm workers to organize 
into unions.” This largely begs the question. Union policies and practices have 
not embraced the nation as a whole, but only those areas characterized by 
employment: of comparatively large numbers of workers per farm establish- 
ment. One wonders whether, in the final analysis, the psychological and opera- 
tional problems associated with organizing farm laborers are so tough or so 
unique that they could not be overcome by a resourceful and determined 
leadership having a budget of, say, one-half million dollars a year for a 
minimum of five years for organizational work in the most concentrated areas 


` of farm employment. There is no question but that this budget would have to 


be underwritten largely by unions operating in urban or semi-urban occupa- 
tions. 5 

Although this study has the limitations to be expected of any first effort 
at a systematic analysis of the problem, it is a contribution to the under- 
standing of why the last major unorganized sector of our economy has not 
been unionized. 

SAMUEL Liss 

Farmers Home Administration 

Department of Agriculture 

Washington, D.C. 


Population; Social Welfare and Living Standards 


Consumer Problems. By Aacu W. Troetstrup. (New York: McGraw-Hill. 
1952. Pp. xv, 458. $4.75.) 

This book is intended to be a practical aid for people setting up house- 
keeping. It is doubtful that Professor Troelstrup intended the book to add 
anything new to the science of economics or to sociology. The foreword states 
that the book was developed in a consumer problems course at Stephens 
College. 

There are many students, however, who either are, or think they are, too 
sophisticated for the style of this book, Students at a large urban university, 
for example, may consider that it has been “written down” to them. At some 
colleges elementary economics is a prerequisite for the consumer economics 
course and this book is not advanced enough for such a course. 

Consumer Problems cannot be classified as a book in the economics of 
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consumption, or family finance, or marriage and the family. It cuts across all 
three fields. Most consumer texts, such as those by Coles, Reid, Waite and 
Cassady, Hoyt, Vaile and Canoyer, Campbell, or Gordon try to use the prob- 
lem approach as a springboard to deal with issues of broader significance. Such 
texts relate shopping to the problem of making consumer demand effective in 
the market. Budgeting is subordinated to a study of income and expenditures, 
national and average rather than imaginary and personal. Troelstrup, in con- 
trast, quotes the Heller Committee budgets for San Francisco families of four 
persons (an executive with a budget of $12,849.24 before rent; a white collar 
worker with $5,208.47 excluding housing; a wage earner, $4,111.22) without 
indicating to what families these budgets may be applied except for the in- 
formation contained in the budget titles. The U. S. Bureau of Labor Statistics 
budget for a city worker’s family of four persons (1947) is given but there 
is no discussion of the incomes of city workers’ families. 

A few examples may show the kind of useful information which the book 
contains. The.chapter on food shopping has good material on grades similar to 
that in Coles’ Standards and Labels jor Consumers’ Goods (1949). The chap- 
ter on savings, also, has an intelligent discussion of insurance, It implies, 
however, that financial security can be achieved by good savings and insur- 
ance programs. It seems almost useless to teach the student to plan his per- 
sonal financial life so carefully without stressing the limits to this kind of 
planning. Much that will happen to the student financially will depend upon 
the economy as a whole—the stage of.the business cycle, peace or war, the 
kind of taxes levied, the relative distribution of income, the general level of 
prices, and the relative levels of different prices. Subject to these developments 
the individual may labor to balance his budget and achieve financial security. 

VIOLA WYCKOFF 

New York University 
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III, no. 12. A joint pub. of the Stat. office of the UN Internat. Monetary Fund and 
Internat. Bank for Reconstruction and Development. (New York: United Nations. 
1953. Pp. 169.) 


Economic survey—1952. (Stockholm: Svenska Handelsbanken. 1953. Pp. 67.) 


Economic survey of Europe since the war: a reappraisal of problems and prospects. Prep. 
by the Research and Planning Div., Econ. Commission for Europe. UN pub. ILE.-. 
(New York: Columbia Univ. Press. 1953. Pp. xii, 385. $3.50.) 


Extension of Export Conirol act of 1949. Hearing before the House Committee on 
Banking and Currency, 83rd Corg., 1st sess. (Washington: Supt. Docs. 1953. Pp. 27.) 


Foreign-Trade Zones act. Foreign Trade Zone Board regulations governing administration 
of foreign trade zones in the United States, effective J: n 11, 1952. (Washington: Supt. 
Docs. 1952. Pp. 58.) 


Investment guaranty manual—insurance available for new American investments abroad 
under the Investment guarantee program. (Washington Mutual Security Agency. 1952. 
Pp. 42.) 


IPR publications on the Pacific 1925-1952: a catalog of the publications of the IPR 
national councils and the international secretariat. (New York: Institute of Pacific 
Relations, 1953. Pp. xii, 117. $1.) 


Mobilization of domestic capital: report and documents of the first working party of 
experts. UN pub. II, F.2. (Bangkok: United Nations ECAFE. 1952. Pp. 212. $1.50.) 
The working party was concerned with effective techniques for mobilizing additional 
savings for productive use in the economic development’ programs of the countries of 
the region with which the Economic Commission for Asia and the Far East is con- 
cerned. 


Participation of private interests in American foreign investntents abroad. Div, of Library 


. and Reference Service bibliog. no. 72. (Washington: Dept. of State, 1953. Pp. 10.) -~ 


Point 4 profiles. Dept. of State pub. no. 4859. Econ. coop. ser. 38. (Washington: Supt. 
Docs. 1953, Pp. 38.) - b 
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Réglementation du commerce de Vor et des devises en Belgique et au Grand-duché de 
Luxembourg. Suppl. 3. (Basle: Bank for Internat. Settlements, Monetary and Econ. 
Dept, 1953. Pp. 37.) : 


Regulations relating to foreign funds control in the United States. Suppl. 9. (Husie Bank 
for International Settlements. 1953. Pp. var.) 


Regulations concerning dealings in gold and foreign exchange in France. Suppl. 13. (Basle: 
Bank for International Settlements. 1953. Pp. var.) 


Review of international commodity problems, 1952. UN pub. no, II, D.1. (New York: 
Columbia Univ. Press. 1953. Pp. vii, 51. 50¢.) 


A trade and tariff policy in the national interest: a report to the President by the Pubic 
Advisory Board for Mutual Security. (Washington: Supt. Docs. 1953. Pp. v, 78.404.) 


Treaty of friendship, commerce and navigation between the United States of America. 
and Japan, signed at Tokyo, Apr. 2, 1953. (Washington: Dept. of State. 1953. Pp. 20.) 


Watches, waich movements, watch parts, and watchcases. Report to the President on 
the Escape-clause investigation with the President's statement on the Commission's 
recommendations. Tariff Commission rept. no. 176, 2nd ser. (Washington: Supt. Docs. 
1953. Pp, 80.) 


World economic report 1951-52. UN pub. II, C.2. (New York: UN Dept. of Economic 
Affairs, 1953. Pp. x, 141. $1.50.) 


World production of raw materials. Information papers no. 18. (New York: "Royal Insti- 
tute of Internat. Affairs. 1953. Pp. viii, 104. $1.50.) 


Business Administration 


ANDERSON, R. A. Cases on business law. (Cincinnati: South-Western Pub. Co. 1953. 
Pp. xii, 11C2. $6.) 


Artie, R. Svenskt distributionsvdsende några drag I dess uppbyggnad och utveckling. 
With an English summary. (Stockholm: Industriens Utredningsinstitut. [Industrial 
Institute for Economic and Social Research.] 1952. Pp. xv, 238.) 

The structure and development of Swedish distributive trades. 


Bryan, L. A. Traffic management in industry. (New York: Dryden Press. 1953. Pp. xii, 
452. $5.50.) 


Buntine, J. W., ed. Ethics for modern business practice. (New York: Prentice-Hall, 1953. 
Pp. x, 269. $3.85.) 


Cannon, J. T. and Wicuert, J. A. Marketing—text and cases. (New York: McGraw- 
Hill. 1953. Pp. xiii, 627. $6.) 


Duppy, E. A. and Revzan, D. A. Marketing: and institutional approach. New and ed. 
(New York: McGraw-Hill. 1953. Pp. xiv, 644. $6.) 


Lanc, T. McFartanp, W. B. and Scmrrr, M. Cost accounting. (New York: Ronald 
Press. 1952. Pp. vii, 741. $6.) 


McGrecor, C. H. Retail management problems of small and medium-size stores. (Home: 
. wood, Ul.: Richard D. Irwin. 1953. Pp. xiii, 231. $3.50.) 
A ‘collection of case-studies, taken from actual store-operating experience—each 
case selected to illustrate some aspect of the problems of management for small and 
medium-sized stores, e 


Mecs, W. B. Principles of auditing. (Homewood, Ill.: Richard D. Irwin. 1953. Pp. xiii, 
584. $6.50.) 
Supplemented by a Questions and Problems booklet. 
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Moors, F. G. Manufacturing management. (Homewood, Ill: Richard D. Irwin. 1953. Pp. 
xv, 832. College ed., $6.) : 


SawDAGE, C. H. Advertising—theory and practice. 4th ed. (Homewood, Il.: Richard D. 
Irwin. 1953. Pp. xi, 642. $6.) 


Scorton, D. W. Trends in rural reiaiing in two Illinois districts 1938 to 1950. Bur. oz 
Econ, and Bus. Research bull ser. no. 76. (Urbana: Univ. of Illinois. 1953. Pp. 54.) 


SpRIEGEL, W. R. and Myers, C. E., eds. The writings of the Gilbreths, (Homewood, Ill: 
Richard D. Irwin. 1953. Pp. xi, 513. $5.5C.) 
A selection of the writings of Frank and Lillian Gilbreth on various aspects of 
sclentific management. 


Terry, G. R. Principles of management. (Homewood, Ill.: Richard D. Irwin. 1953. Pp. 
xvi, 647. $6.) 

Warn, T. M. The theory of inventory management, (Princeton: Princeton Univ. Press. 
1953, Pp. viii, 245. $4.50.) 


Woops, B. M. and DeGarmo, E. P. Introduction to engineering economy. 2nd ed. (New 
York : Macmillan. 1953. Pp. xvi, 519. $6.) 


Industriel Organization and Markets; Public Regulation of Business 


BACKMAN, J., ed. Price practices and price policies: selected writings. (New York: Ronald 
Press. 1953: Pp. xiv, 660. $8.) 


BrackALL, F. S. Jr. Price control in the machine tool industry. Nat. econ. prob. ser. no. 
447. (New York: American Enterprise Assoc. 1953. Pp. xii, 56. 506.) 


Crum, W. L. The age structure of the co*porate system, (Berkeley: Univ. of California 
Press. 1953. Pp. xii, 181. $3.50.) 


Drwock, M. E. Business and government. Rev. ed. (New York: Henry Holt. 1953, Pp. 
xvi, 799, $6.50.) 


Goopman, E. Forms of public control anc ownership. (London: Christophers. 1951. Pp. 
142. 8s., 6d.) 


Lxwcorw, G. A. and others. Economics of national security; managing America’s resources 
for defense, (West Point: Dept. of Sozial Science, U.S. Military Academy. 1953. 2 
vols.) 


Weston, J. F. The role of mergers in the growth of large firms. (Berkeley: Univ. of 
California Press, 1953. Pp. xvi, 159. $3.50.) 


Annual report of the Senate Select Committee on Small Business, 83rd Cong., Ist sess. 
(Washington: Supt. Docs. 1953. Pp. 42.) 


Newsprint for tomorrow. Report and conclusions of Senate Select Committee on Smali 
Business, 82nd Cong., 2nd sess. (Washington: Supt. Docs. 1952. Pp. 239.) 


Price stabilization, October 1951 to September 1952—summary of operations. Report tc 
the Joint Committee on Defense Produccion, (Washington: Supt. Docs. 1952. Pp. 34.) 


Program for disposal to private industry of government-owned rubber-producing facilities. 
(Washington: Reconstruction Finance Corp. 1953. p. 61.) 


Report on the control of iron ore for the Antitrust Subcommittee of the House Committee 
on the Judiciary. By the Federal Trade Commission. (Waghington: Supt. Docs. 1952. 
Pp. 157.) 


Rent control, 1953. Hearings before the House Committee on Banking and Currency, 83rd 
Cong., Ist sess. Mar. 9 to Apr. 15, 1953. (Washington: Supt. Docs. 1953. Pp. 332.) 
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Standby economic controls. Hearings before the Senate Committee on Banking and 
Currency, 83rd Cong., Ist sess., Pt. 1, March 2, 1953. (Washington: Supt. Docs, 1953. 
Pp. 390.) A 


Standby economic controls. Report from the Senate Committee on Banking and Currency, 
83rd Cong., 1st sess. (Washington: Supt. Docs. 1953. Pp. 54.) 


Public Utilities; Transportation; Communications 


Deexney, M. R. Air transport in Indiana: growth and problems. (Bombay: Vora & Co. 
1953. Pp. 259. $2.) 


Fers, R. Wages, earnings and employment, N.C, & St.L. Railway, 1866-1896. No. 10 of 
Papers of the Inst, of Research and Training in the Social Sciences, Vanderbilt Univ. 
(Nashville, Tenn.: Vanderbilt Univ. Press: 1953. Pp. 72. $1.) 


Perri, C. W. Svenskt transportvüsende nagra drag I dess uppbyggnad och utveckling. 
With an English summary. (Stockholm: Industriens Utredningsinstitut. (Industrial 
Institute for Economic and Social Research). 1952. Pp. xiv, 294.) 

The development of the Swedish transportation system. 


Amendments to section 20B of the Interstate Commerce act, relating to modification oj 
railroad financial structures. Senate rept. no. 39, 83rd Cong., 1st sess. (Washington: 
Supt. Docs. 1953. Pp. 11.) 


Army operation of the rail transportation systems, pursuant to executive orders nos. 
10141 and 10155. Rept. prepared by Office of Under Secretary of the Army. (Washing- 
ton: Dept. of the Army. 1952. Pp. 77.) d 


Highway statistics 1951. Prepared by the Bureau of Public Roads. (Washington: Supt. 
Docs. 1953. Pp. 116.) 


4 history of SPA. (Tulsa, Okla.: Southwestern Power Admin. 1952. Pp. 37.) 


Railroad reorganization (amendments to sec. 20B of ICC act). Hearing before Senate 
Committee on Interstate and Foreign Commerce, 83rd Cong., 1st sess., Mar. 23, 1953. 
(Washington: Supt. Docs. 1953. Pp. 60.) 


Report on survey and review of the operations of the Alaska railroad for the fiscal year 
ended June 30, 1952. With letter from the Acting Comptroller General, General Account- 
ing Office. House doc. no. 95, 83rd Cong., 1st sess. (Washington: Supt. Docs. 1953, Pp. 
39.) 


U. S. Railroad locomotive study, April 1952, to establish requirement and production 


goals and tax amortization goal for traffic levels forecast to July 1, 1954 and for full 
mobilization to July 1, 1956. (Washington: Defense Transport Admin. 1952. Pp. 29.) 


World airline record-—"standard reference of the industry.’ 4th ed. (Chicago: Roy R. 
Roadcap. 1952, Pp. 400. $12.50.) 


Industry Studies 


ANDERSON, ©. E. Jr. Refrigeration in America. (Princeton: Princeton Univ. Press. 1953. 
Pp. ix, 344. $6.) 


HurNzn, F. C. The Farr Alpaca Company—a case study in business history. (Northamp- 
ton, Mass.: Smith College, Dept. of History. 1951. Pp. v, 107. $1.50.) 


Menta, S. D. The Indian cotton textile industry—an economic analysis. (Bombay: The 
Textile Assoc. 1953, Pp. xii, 232. Rs. 12.) 
'The analysis of the industry includes a consideration of trends with regard to equip- 
ment, the wage structure, techniques of organization and management, the structure of 
markets, the patterns of demand, and financial aspects. There is a chapter on the present 


734 THE AMERICAN ECONOMIC REVIEW 


status and the future of the handloom sector of the industry. Considerable critical 
attention is given to the program of the Planning Commission for the zuture develop- 
ment of the industry. 


Report on the New England textile industry by committee appointed by the Conference 
of New England Governors, 1952, (Cambridge, Mass.: Seymour E. Harris. 1953. Pp. 
xi, 317. $2.) 

In addition to the report of the Committee, the volume includes the research study, 
“The Competitive Position of the New England Textile Industry, prepared by 
Seymour E. Harris (231 pp.). 


Land Economics; Agricultural Economics; Economic Geography 


ABRHAAMSEN, M. A. and Scearce, J. L. Operations of major regional purchasing co- 
operatives, 1941-51. (Washington: Supt. Docs. 1953. Pp. 25.) 


ARCHER, S. G. and Bunce, C. E. The American grass book: a manual of pasture and 
range practices. (Norman, Okla.: Univ. of Oklahoma Press. 1953, Pp. xxii, 330. $3.95.) 


Barney, E. L. A look at Natchez: its economic resources. Bus. aids ser, no. 8. (University, 
Miss.: Bur. of Business Research, Univ. of Mississippi, 1953. Pp. xi, 124.) 


Benepict, M. R. Farm policies of the United States 1790-1950—a study of their origins 
and development. (New York: Twentieth Century Fund, 1953. Pp. xv, 548. $5.) 


BzssaroNET/ P. Coopération et capitalisme d'état —l'expérience. suédoise de coopération 
agricole, (Paris: Presses Univ. de France. 1953, Pp. 101. 350 fr.) 


CHARDONNET, J. Les grand types de complexes industriels, Cahiers de la Fondation Na- 
tionale des Sciences Politiques no. 39. (Paris: Armand Colin. 1953. Pp. 195. 675 fr.) 


Cramer, R. E. Manufacturing structure of the Cicero. district, metropolitan Chicago. A 
Univ. of Chicago doctoral dissertation. (Silver Spring, Md.: UE 907 Northampton 
Drive. 1953. Pp. 176. $3.) 


Durr, W. A. and Vaux, H. J., editors. Research in the economics of forestry. (Wash- 
ington: Charles Lathrop Peck Forestry Foundation. 1953. Pp. xi, 475. $6.) 


Hawway, A. M., and others. Land ownership: a bibliography of selected references. Dept. 
of Agric. bibliog. bull. no. 22. (Washington: Supt. Docs. 1953. Pp. 293.) 


LUTTRELL, W. F. The cost of industrial movement. Nat. Inst. cf Econ. and Soc. Research 
occas. paper xiv, (Cambricge: Cambridge Univ. Press, 1952. Pp. vi, 104. 185.) 


Matset, S. J. Housebuilding in transition: based on studies in the San Francisco Bay 
area. Pub. of the Bur. of Bus. and Econ. Research. (Berkeley and Los Angeles: Univ. 
of California Press. 1953. Pr. xv, 390. $5.) 

An analysis of the housebuilding industry of San Francisco and an evaluation of its 
effectiveness, “Examination of the structure of the housebuilding industry and the 
methods of construction employed by it in this area and comparison of the actual facts 
found with known data in other areas have made possible some evaluation of the im- 
portance of many issues under continual discussion." 


Stisser, R. Grundgedanken, Methoden und Ergebnisse der Schweizerischen Agrarmarkt 
und Ernührungspolitik unter besonderer Berücksichtigung des Getreidemarktes, Kieler 
stud. no. 24. (Kiel: Instituts für Weltwirtschaft, Universität Kiel 1953. Pp. vii, 183. 
DM 15,—.) 


Weaver, J. C. and Luxermann, F. E. World resource statistice: a geographic sourcebook. 
2nd ed. (Minneapolis: Burgess Pub. Co. 1953. Pp. vi, 166.) 


Woopwarp, H. B. Washing our water: your job and mine. Public Affairs pamph. no. 
193. (New York: Public Affairs Committee. 1953. Pp. 28. 25¢.) 
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Agricultural conservation program; conservation practice summary, 1947 to 1951. (Wash- 
ington: Production and Marketing Admin., Agricultural Conservation Programs Branch. 
1953. Pp. 106.) 


Agricultural economic and statistical publications. (Washington: Bur. of Agricultural 
Economics. 1952. Pp. 83.) 


Bureau of Reclamation, Interior Department. Hearings before a joint subcommittee of 
the Senate Committee on Appropriations and Commitiee on Interior and Insular Affairs, 
82nd Cong., 2nd sess., on the Solano Project in California, November 28 and 29, 1952. 
(Washington : Supt. Docs. 1953. Pp. 144.) 


Closing costs and settlement payments in the Jacksonville, Florida, mortgage market, 
Feb. 15-Aug. 15, 1950. Housing research paper 22. A stud. by the Bur. of Econ. and Bus. 
Research, Univ. of Florida. (Washington: Supt. Docs. 1952. Pp. 36. 204.) 


Commodity inventories of the Commodity Credit Corporation, Hearing before the Senate 
Committee cn Agriculture and Forestry, 83rd Cong., 1st sess., Feb. 23, 1953. (Washing- 
ton: Supt. Docs. 1953, Pp. 83.) 


Continuation of direct housing loans and granting additional funds therefor. Hearings 
before the House Committee on Veterans’ Affairs, 83rd Cong., 1st sess, Mar. 12 and 
18, 1953. (Washington: Supt. Docs, 1953. Pp. 371-443.) - 


Cooperative housing in the United States 1949 and 1950. Housing research paper no. 24. 
Also BLS bull. no. 1093. (Washington: Supt. Docs. 1952. Pp. 133.) 


Cumulative supplement to the 1949 edition of Bureau of Reclamation project feasibilities 
and authorizations. (Washington: Supt. Docs. 1952. Pp. 135.) 


Extension of Mexican farm labor program. Hearings before the House Committee on 
Agriculture, 83rd Cong., 1st sess. (Washington: Supt. Docs. 1953. Pp. 114.) 


Flood control, power and water resource development, Colorado and Muddy Rivers, Las 
Vegas Wash, Nev. Hearings before a subcommittee of the Senate Committee on Pubic 
Works, 82nd Cong., 2nd sess. (Washington: Supt. Docs. 1953. Pp. 275.) 


Housing cooperatives in the United States 1949-50. Bull. 1093. (Washington: Bur. of 
Labor Statistics. March 1953. Pp. 133. 65¢.) 


Housing and Rent act of 1953. Report of the House Committee on Banking and Currency, 
83rd. Cong., 1st sess. (Washington : Supt. Docs. 1953. Pp. 38.) 


Lean insurance authorization for land conservation and improvement. Hearing before the 
House Committee on Banking and Currency, 83rd Cong., Ist sess, Feb. 24, 1053. 
(Washington: Supt. Docs. 1953. Pp. 34.) 


Materials survey, apparel wool, 1952. Compiled for tlie Materials Office, National Security 
Resources Board, (Washington: Dept. of Agriculture. 1952. Pp. 85.) 


Materials survey, manganese, 1950. Compiled for the National Security Resources Boatd 
by the Bureau of Mines, Dept. of Interior. (Washington: Supt. Docs. 1952. Pp. var., 
loose-leaf.) 


Materials survey, rubber. Compiled for the National Security Resources Board. (Wash- 
ington: Nat. Production Authority. 1952.) 


National Housing act amendment. Hearing before the House Committee on Banking and 
Currency, &3rd Cong., 1st sess. (Washington: Supt. Docs. 1953. Pp. 43.) 


The physical and economic foundation of natural resources. (Washington: House Com- 
mittee on Interior and Inswlar Affairs. 1952. 3 v.) 


Policies and programs ofthe Department of Agriculture. Hearing before the Senate Com- 
mittee on Agriculture and Forestry, 83rd Cong., Ist sess. (Washington: Supt. Docs. 
1953, Pp. 36.) 
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Price support handbook, (Washington: Eroduction and Marketing Admin. 1952. Pp. 42.) 


Residential mortgage financing, Jacksonville, Florida, first six months cf 1950. Housing 
research paper 23. A stud. by the Bur of Econ. and Bus. Research, Univ. of Florida. 
(Washington: Supt. Docs. 1952. p. 97.) 


Submerged lands. Hearings before the Serate Committee on Interior and Insular Affairs, 
83rd Cong., Ist sess., Fed. 16, 1953, (Washington: Supt. Docs. 1953. Pp. 1282.) 


Trinity River Division, Central Valley P-oject, California. Office of the Secretary, Depz. 
of Interior. 83rd Cong., 1st sess, Hou.e doc. no. 53. (Washington: Supt. Docs. 1953. 
Pp. 197.) 


TVA—Two decades of progress. Principal text of the Tennessee Valley Authority's Annuel 
Report to Congress for the fiscal year 2nded June 30, 1952. (Washington: Supt. Docs. 
1953, Pp. iv, 76.) 


Labor 


Bracx, J. M. and Piccoxt, J. G. Successfel labor relations for small business. (New York: 
McGraw-Hill. 1953. Pp. xxii, 425. $6.) 

The book seeks to provide the smal. or medium-sized manufacturer with the basic 
rules of industrial relations. The aut3ors have drawn heavily on their experience 
as members of the staff of the Associat-d Industries of Cleveland, an organization rep- 
resentative of 600 manufacturers of that city, mainly concerned with labor-employe- 
relations. 


Bouvier, E. Le salaire annuel garanti. Cdlection “Relations” no. 4. (Montreal: Editions 
Bellarmin. 1953. Pp. 47.) 


Fisuer, L. H. The harvest labor market i2 California. (Cambridge: Harvard Univ. Press. 
London: Oxford Univ. Press. 1953. Pp. vii, 183. $4.50.) 


Hurt, A. British trade unionism: a short *"istory. 4th ed. (New York: International Pub. 
1953. Pp. 200. $2.25.) 


Korrce, C. The road to industrial peace—a ten year study. House doc. no. 563, 82nd 
Cong., 2nd sess. (Washington: Supt. Docs. 1953. Pp. 31:) 


Paur, G. S. American Velvet Company and Textile Workers Union of America. Case 
stud. no 11, prepared for the NPA Conrmittee on the Causes of Industrial Peace Under 
Collective Bargaining. (Washington: Nac. Planning Assoc. 1953. Pp. xii, 59. $1.) 


Smorr, J. Issues in labor-management re-ations. (Washington: Public Affairs. Institute, 
1953. Pp. x, 76. 50¢.) 

TUCKMAN,. J. and LoncE, I. Retirement ax the industrial worker. A research stud. of the 
Institute of Adult Education. (New York: Bur. of Publications, Teachers College, 
Columbia Univ. 1953. Pp. xvi, 105. $2.75.) 


Annual digest of state and federal labor lezislation, Sept. 16, 1951-Sept. 17, 1952. Bur. of 
Labor Standards bull. 163. (Washington: Supt. Docs. 1953. Pp. 53.) 


Employment and economic status of Neg-oes in the United States. Staf report to the 
Subcommittee on Labor and Labor-Manzgement Relations of the Senate Committee on 
Labor and Public Welfare, 82nd Cong., 2nd sess. (Washington: Supt. Docs. 1953. Pp. 
20.) 


Enforced labor in the USSR, selected referetces covering the period 1935-1951. Bibliog. no. 
61. (Washington: Div. of Library and Eef. Svcs., Dept. of State. 1953. Pp. 14.) 


Extension of the Mexican farm labor progeam. Hearings before the Senate Committee on 
Agriculture and Forestry, 83rd Cong., 1st sess. (Washington: Supt. Docs. 1953. Pp. 106.) 


Federal labor laws, annotated. All federal Ebor laws of a general nature omitting specific 
provisions pertaining to public works, ca-riers, and seamen, fully annotated to decisions 
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of federal and state tribunals. Compiled by the publishers editorial staff. (Indianapolis: 
Bobbs-Merrill. 1953, Pp. 549.) 


A guide to state mediation laws and agencies. Bur..of Labor Standards bull. no. 162. 
(Washington: Supt. Docs. 1953. Pp. 57.) 
International Labor Office publications, Geneva: 
International Labour Conference, thirty-sixth session, Geneva, 1953 : 
Rept. III. (Pt. ID). Summary of reports on unratifed conventions and on recom- 
mendations (article 19 of the constitution). Pp. 49. 
Rept. III. (Pt. IV). Report of the committee of experts on the application of con- 
ventions and recommendations (articles 19 and 22 of the constitution). Pp. 79. 
Rept. V (2). Protection of the health of workers in places of employment, Pp. 121. 
Rept. VI (2). Minimum age of admission to work underground in coal mines. Pp. 13. 
Rept. VII. Organisation and working of national labour departments. Pp. iv, 92. 
World. labour report 1953, Report of the director-general of the ILO. Pp. iv, 141. 
Practical methods of increasing productivity in manufacturing industries—conclusions 
of a meeting of experts, Suppl. to the Report of the director-general. Pp. 23. 


Labor fact book (II). Prepared by Labor Research Assoc. (New York: International 
Pub. 1953. Pp. 160. $2.50.) 
The present volume covers the years 1951 and 1952, and provides factual informa- 
tion with regard to economic trends, labor and social conditions, civil rights, trade 
unions in the U.S., strikes and labor laws, farming, political action, and labor abroad. 


Labor management relations. Hearings before the House Committee on Education and 
Labor, 83rd Cong., 1st sess., Feb, 10, 1953. (Washington: Supt. Docs. 1953.) 


National organization for manpower mobilization. Rev. (Washington: General Staff, 
Dept. of the Army. 1952. Pp. 75.) 


Proceedings of fifth annual meeting of Industrial Relations Research Association, Dec. 
23-29, 1952, at Chicago, Ill. Pub. no. 10. (Madison, Wis.: Industrial Relations Research 
Assoc, 1953, Pp. x, 254. $3.) 


Public: hearing, Wage and Public Contracts Divisions, Dept. of Labor, in the matter of 
the determination of the prevailing minimum wage for the textile industry, Sept. 3-5, 
1952. (Washington: Dept. of Labor. 1953. Pp. 619.) 


Public policy and communist domination of certain unions. Report of the Subcommittee 
on Labor and Labor-Management Relations to the Senate Committee on Labor and 
Public Welfare, 82nd Cong., 2nd sess. (Washington: Supt. Docs. 1953. Pp. 32.) 


Recommendations of President’s Commission on Migratory Labor. (Washington: Supt. 
Docs. 1952. Pp. 18.) 


State and municipal fair employment legislation. Staff report to the Subcommittee on 
Labor and Labor-Management Relations of the Senate Committee on Labor and Public 
Welfare, 82nd Cong., 2nd sess. (Washington: Supt. Docs. 1953, Pp. 21.) 


Taft-Hariley act revisions. Hearings before the Senate Committee on Labor and Public 
Welfare, 83rd Cong., 1st sess. (Washington: Supt. Docs. 1953. Pp. 612.) 


The workers? story 1913-1953, Labor yearbook no. II. (Washington: Supt. Docs. 1953. 
Pp. viii, 143. 45¢.) 


Population; Social Welfare and Living Standards 


Gaver, D. R. Poona: a Socio-economic survey. Pt Il. Pub. no. 25. (Poona: Gokhale 
Institute of Pol. and Econ. 1952. Pp. xi, 324. Rs. 15, 30s.) 
The first volume of this study was published in 1945. The present part examines the 
development of towns and wards, housing, community organization, education, public 
health and leisure activities of Poona. 
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GOLDMARK, J. Impatient crusader: Florenee Kelley’s life story. (Urbana: Univ. of Illinois 
Press. 1953. Pp. ix, 217. $3.50.) 
In the foreword, Felix Frankfurter says: "The pages that follow give an account of 
the life of a woman who had probabl- the largest single share in shaping the social 
history of the United States during the fist thirty years of this century.” 


Hööx, E. Befolkningsutveckling och arbe-skraftsforsorjning. With an English summary. 
(Stockholm: Industriens Utredningsinsctut. [Industrial Institute for Economic and 
Social Research]. 1952. Pp. xv, 193.) 

Population trends and the supply of labor in Sweden. 


PreeING, H. E. Standard of living: the ccncept and iis place in economics, (Helsingfors, 
Finland: Societas Scientiarum Fennica. 153. Pp. 280. Mk 1,400:-.) 


Ross, J. S. The National Health Service ?s Great Britain. (London: Oxfcrd Univ. Press. 
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SIXTY-SIXTH ANNUAL MEETING OF THE 
AMERICAN ECONOMIC ASSOCIATION 


Hotel Statler, Washington, D.C., December 28-30, 1953 


, Preliminary Announcement of the Program 


All the sessions of the program deal in some way with the changing structure an 
functioning of the American economy. Most of the sessions are concerned also with th 
problem: What are the economic principles which characterize the behavior of an econom 
of large-scale business units, large labor unions and a considerable degree of goverr 
mental intervention and control, but with old and new forms of competition neverthele: 
playing a strategic role? 


Monday, December 28 


10:00 Aw. Meeting of the Executive Committee 
12:00 x. Luncheon Meeting of the Executive Committee 
2:30 pat. FUNDAMENTAL CHARACTERISTICS OF THE AMERICAN ECON 
OMY: DEGREES OF COMPETITION, OF MONOPOLY AND O 
COUNTERVAILING POWER: THEORETICAL SIGNIFICANCE 
Chairman: Epwarp H. CHAMBERLIN, Harvard University 
Papers: Countervailing Power, A Moderate Defense of a Modest Innovatio 
J. K. GazsRArrE, Harvard University 
The Economist Plays With Blocs 
GEORGE J. Sticter, Columbia University 
Competitive Processes in the American Economy 
Joan P. Murer, Yale University 
Discussion: Davi» McCord Wricut, University of Virginia 


AN APPRAISAL OF ECONOMIC CHANGE 


Chairman: Micron S. Hearn, University of North Carolina 
Papers: Twentieth Century Entrepreneurship: An Appraisal of Economi 
Change 
ARTHUR H. Corr, Harvard University 
The Changing Structure of Market Competition 
Ross M. Ronerrson, Federal Reserve Bank of St. Louis 
Discussion: FRANK H. Knicut, University of Chicago 
ANDREAS PAPANDREOU, University of Minnesota 


INSTITUTIONAL ASPECTS OF SAVING AND INVESTMENT 


Chairman: LESTER V. CHANDLER, Princeton University — . 
Papers: The Structure of the Market and the Price of Money 
'— Warrer A. Morton, University of Wisconsin ` 
The Institutional Saving-Investment Process and Current Econom 
e Theory 
' James J. O'Leary, Life Insurance Association of America 
Monetary Policy and the Structure of Debt 
E. S. Saaw, Stanford University 
Discussion: Susan S. Burr, Board of Governors of the Federai Resen 
Sysém /— — 
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8:30 P.M. FACTOR MARKETS VS. PRODUCT MARKETS; IS THE AMERICAN 
ECONOMY MORE COMPETITIVE IN THE LONG RUN 
THAN IN THE SHCRT RUN? 
Chairman: Kennets E. Boutorne, University of Michigan ; 
Papers: Monopolistic Forms and Competitive Accomplishments 
G. Warren NuTTE2, Yale University 
Resource Allocation ia the United States 
ARNOLD C. Harsereer, University of Chicago 
Discussion: SYDNEY ALEXANDER, Columbia Broadcasting Company 
Rurx P. Macs, National Bureau of Economic Research 
Jor S. Ba, University of California E 


DIMINISHING INEQUALITY IN PERSONAL INCOME DISTRIBU- 
TION; RELATION TO FUNCTIONAL DISTRIBUTION AND 
FACTOR COMPENSATION 

Chairman: Wasstty Leontier, Earvard University 

Papers: Economic Implicaticns of the Declining Inequality in Income 

Distribution 
Grorce Garvy, Federal Reserve Bank of New York 
On the Process of Income Distribution 
Rosert M. Sorow, Massachusetts Institute of Technology 
Discussion: ALLAN M! Cartrer, Duke University 
Serma F. Gotpsmitm, Department of Commerce 


TECHNOLOGICAL PROGRESS AND ECONOMIC INSTITUTIONS 
Chairman: Rosert CALKINS, Tke Brookings Institution 
Papers: The Conditions of Aznerican Technological Progress 
Irvine H. Srecer, Twentieth Century Fund 
Innovations and the Size of the Firm 
W. Rupert Mactrurin, Massachusetts Institute of Technology 
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Hans Brems, University of California 
Vincent F. Botanp, Jr., University of Arizona 
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Ricsard B. HErLESOWER, Northwestern University 
Concepts of Value Theory: Their Operational Significance and 
Validity 
Ricmagp Rucctes, Yale University 
Discussion: Jesse MaRKHAM, Vanderbilt University 
Vernon Mum», University of Washington 
Henry M. Otiver, Irdiana University 


FARM PRICES AND FARM IMCOMES IN AMERICAN AGRICULTURE: 
IS AMERICAN AGRICULTURE STILL ESSENTIALLY COMPETI- 
TIVE AND LAISSEZ-FAIRE? (Joint Session with American Farm 
Economic Association) 

Chairman: WILIAM Nicmorrs, Vanderbilt University 

Papers: The Impact of Gove-nment Programs on Farm Incomes 

M. R. Brwepict, University of California 
Competition In Agriculture: Fact or Fiction 
Gare Jonnson, Unversity of Chicago 
Discussion: O. V. WELLS, Department of Agriculture 
Gten L., Jounson, Michigan State College 
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S WAGE DETERMINATION IN THE AMERICAN ECONOMY; POTENTI- 
ALITIES AND LIMITATIONS IN THE USE OF COLLECTIVE 
ECONOMIC POWER IN VARYING THE COMPENSATION OF 
LABOR AND CAPITAL 
Chairman: John T. Dunlop, Harvard University 
Popers: Collective Bargaining and Distributive Shares 
Cranx Kerr, University of California 
The Incidence of Collective Bargaining 
Martin BRONFENBRENNER, University of Wisconsin 
Collective Bargaining and Income Distribution 
Harotp M. Levinson, University of Michigan 
[ Discussion: Jonn P. TRoxELL, Stanford University 


12:30 r.m. LUNCHEON MEETING: Joint session with the American Finance Association 
Speaker: W. Randolph Burgess, Treasury Department 
2:30 p.m. ALTERNATIVE POSSIBILITIES OF INFLATIONARY PRESSURES AND 
HIGHER COST BOTTLENECKS IN AN ECONOMY OF LARGE 
BARGAINING UNITS AND OF LESS THAN PURE AND PERFECT 
COMPETITION IN THE MARKETING OF PRODUCTS 
Chairman: 'To be announced 
Pepers: Are Wage Fixing Arrangements in the American Labor Market 
Inflationary? 
SUMNER SricgrER, Harvard University 
: C. L. CHRISTENSON, Indiana University 
Discussion: ALBERT RExs, University of Chicago 
E CLARENCE E. Ayres, University of Texas 
m Lor Tarsuis, Stanford University 


THE ROLE OF CORPORATE TAXATION IN THE AMERICAN ECON- 
OMY 7 
Chairman: Roy BroucH, United Nations 
Papers: The Corporation and Corporate Taxation in the American Econ- 
omy 
GERHARD Corm, National Planning Association 
The Corporation Íncome Tax and Management Decisions (Joint 
Paper) 
Keita BUTTERS and Jomn Lintner, Harvard University 
P Discussion: B. U. Ratcurorp, Duke University 
TN Masri Newcomer, Vassar College 


NATIONAL TRANSPORTATION POLICY 
(This session is being arranged by E. W. Clemens, University of Maryland, 
for the Transportation Group) 
Chairman: To be announced 
Papers: Regulatory Standards for a Sound Transportation Policy 
CHARLES L. Dearc, The Brookings Institution 
Promotional Standards for a Sound Transportation Policy 
Srwney L. Murer, University of Pittsburgh 
Discussion: GEORGE P. BAKER, Harvard University 
Lioner W. THATCHER, University of Wisconsin 


INDUSTRIAL CONCENTRATION: Joint Session with American Statistical 
Association * 


Ar 5 8:30 r.m. PRESIDENTIAL ADDRESS: ECONOMIC IMPLICATIONS OF INSTI- 
TUTIONAL CHANGES IN THE ECONOMV 
Carvin B. Hoover, Duke University 
Ckairman: To be announced 
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Wednesday, December 30 


ECONOMIC DOCTRINES IMPLIED IN THE REPORTS OF THE 
UNITED NATIONS AND OF THE INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT ON UNDERDEVEL- 
. OPED COUNTRIES 

Chairman: Paur T. ErzswonTE, University of Wisconsin 

Papers: Economic Doctrines Reflected in United Nations Reports 

Raymonp F. MIKESELL, University of Virginia 
Economic Development; Theory and Practice à la I.B.R.D. 
JOSEPH J. SPENGLER 
Discussion: WiLeRED MALENBAUM, Massachusetts Institute of Technology 
THEO Suranyi-Uncer, Syracuse University 


REGIONAL WAGE DIFFERENTIALS IN AN ECONOMY OF LARGE 
BARGAINING UNITS AND LESS THAN PURE AND PERFECT 
COMPETITION IN THE MARKETING OF PRODUCTS 
Chairman: H. Gorpon Haves, Tulane University 
Papers: Interregional Competition 
i SEYMovn E. Harris, Harvard University 
Geographical Wage Differentials and the Public Interest 
Joan V. Van Sicxie, Wabash College 
Discussion: WALTER Isarn, Harvard University 
J. Frep Hotty, University of Tennessee 
Lours B. Perry, Pomona College 


THE AUTOMATICITY OF FULL EMPLOYMENT UNDER THE AS- 
SUMPTION OF DIMINISHED DEFENSE EXPENDITURES 3 
Chairman: 'To be announced. 


. Papers: Means Available for Checking and Reversing a Business Recession 


Apert G. Hart, Columbia Univers: ty 
Changes in Defense Expenditures and the Problem of Deflation: 
' Some Possibilities and Methods of Control 
GroncE H. HirpEsRAND, University of California 
Full Production or Under-Utilization: Appraisal of Long-Run Fac- 
tors Other Thzn Defense 
WILIAM FELLNER, Vale University 
Discussion: CLARENCE PxureROOx, University of North Carolina 
Kennetx D, Roose, Oberlin College 


CORPORATE INTERNATIONAL INVESTMENT POLICIES AND PRO- 
GRAMS 
Chairman: J. B. Conpiiere, University of California . 
Papers: Corporate Direct Investment Abroad Versus Portfolio Lending 
Auvcusr Marrry, Irving Trust Company 
Francis McInrvyre, California-Texas Oil Co. Ltd. 
Discussion: ViNCENT W. BLADEN, University of Toronto : 
H. J. Dernserc, Federal Reserve Bank of New York 


ECONOMIC AND REGULATORY PROBLEMS OF THE BROADCAST- 
ING INDUSTRY 
(Program arranged by E. W. Clemens, University *of Maryland, for the Public 
Utilities Group) 
Chairman: To be announced 
Papers: Current Economic and Regulatory Problems of the American 
Radio and Television Industries _ 
H. H. Goron, Federal Communications Commission 
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The Development of British Television Service 
Rowatp H. Coase, University of Buffalo 
Discussion: SIDNEY S. ALEXANDER, Columbia Broadcasting System 
Peter O. Steer, University of California 


THE THEORY OF INTERNATIONAL TRADE IN A WORLD OF TRAD] 
BARRIERS AND CONTROLS AND OF VARIEGATED NATIONA) 
ECONOMIC SYSTEMS 

Chairman: Joan H. Wurms, Federal Reserve Bank of New York 

Papers: The Relevance of Classical Theory Under Modern Condition 

GorrrRrIED HABERLER, Harvard University 
Forces of Disequilibrium in International Trade 
.Dox Humpurey, Duke University 
Discussion: Jonn H. Apter, International Bank for Reconstruction and De 
; velopment ` ` : 2 
Rıcmard M. Bissett, Jr., Massachusetts Institute of Technolog 
G. A. Erriorr, University of Toronto 


5:00 p.m. Business Meeting 
6:00 p.m. Dinner—Executive Committee . 
8:30 P. x. GROWTH DECISIONS IN THE AMERICAN ECONOMY 
Chairman: 'To be announced 
. Papers: To be announced- 
Encar M. Hoover 
Collective Bargaining and Economic Growth 
Josera SHisTER,. University of Buffalo 
Discussion: To be announced 


ECONOMICS IN GENERAL EDUCATION—Round Table 
Chairman: BEN W. Lewis, Oberlin College 


Participants: ` 
S. P. McCurcaron, New York University 
CLARK ALLEN, Florida State College 
E. T. WEER, Purdue University 


ECONOMIC IMPLICATIONS OF AN AGING POPULATION 

(This session will consist of a progress report and an analytical review of tl 
research project being carried on by the University of California Institu 
of Industrial Relations under a grant from the Rockefeller Foundatior 


Chairman: an 
Papers: The Relation Between Age and Economic Status 
Mervin Reper, Stanford University 
The Size, Nature and Adequacy of The Resources of the Ag 
PETER STEINER, University of California . 
Aging and the Aged in Relation to the Labor Force 
RosERT DonrMAN, University of California 
Discussion: Frovp A. Bond, Pomona College 
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DOCTORAL DISSERTATION TITLES 


The United Nations Educational, Scientific and Cultural Organization has published 
Theses in the Social Sciences. The material has been collected from more than twenty 
states, including Australia, Austria, Belgium, Canada, China, France, India, Italy, Nether- 
lands, New Zealand, Switzerland, United Kingdom and the United States of America. 
In the case of the last-mentioned country, the Department of State forwarded to 
UNESCO a selected list of doctoral dissertations for 1948-49 dealing with foreign countries 
and international problems. (In the case oi the U.S.A. more complete coverage is now 
provided by Doctoral Dissertations Accepted by American Universities, compiled annually 
by the Association of Research Libraries, New York. This volume covers the natural 
Sciences and humanities as well as the social sciences. Attention is also drawn to Disserta- 
lion Abstracts which is published six times a year by University Microfilms, Ann Arbor, 
Mich., and which provides titles and short abstracts of dissertations in all fields accepted 
by about thirty U, S. institutions. of higher learning. Readers of this Review are also 
acquainted with the annual list of doctoral dissertations in economics that regularly 
appears in the September number.) 


COMMITTEE ON Economics IN TEACHER EDUCATION 


An American Economic Association Committee on Economics in Teacher Education has 
been named to work with the recently formed Commission on Economics in Teacher 
Education. The Commission, sponsored by the Joint Council on Economic Education 
and working in cooperation with a number of professional associations, is undertaking 
to explore and promote ways of making economics a functional part of general education 
foz future teachers. The Committee is organizing a round table on “Economics in Gen- 
eral Education” for the Christmas meetings. It is hoped that this may be a first step in 
focusing the talents and energies of those members of the Association who have an interest 
in improving the teaching of economics in the secondary schools. The members of the 
Committee are Archibald McIsaac, Horace Taylor and Ben Lewis, chairman. 


EVERETT EUGENE EDWARDS MEMORIAL AWARDS 


The Agricultural History Society has established two annual awards, to be known 
as The Everett Eugene Edwards Memoriai Awards, to be given to the authcrs of the two 
best articles (presidential addresses excluded) published in Agricultural History in each 
year, One prize of $50.00 is to be assigned to an author who is in course of taking a 
dezree and one prize of $50.00 to an author who is a more advenced scholar. 


Deaths 
Lucile Eaves, professor emerita of Simmons College, died January 20, 1953. 


Paul A. Fischer, U.S.N.R., retired and former government economist, died March 28, 
1953. 


Robert M. Haig, McVickar prcfessor emeritus of political economy at Columbia Univer- 
sity, died June 9, 1953. 


George B. Hotchkiss died March 28, 1953. 


Hastings Lyon, professor emeritus of the Graduate School of Business, Columbia Uni- 
versity, died April 25, 1953. 


Frank L. McVey, president emeritus of the University of Kentucky, died January 4, 
1953. 


Leo Pasvolsky, of the Brookings Institution, died May 5, 1953. 
John Sumner, of the University of Buffalo, died in May 1953. 


* 


NOTES 75 


b 


Retirements 


N. H. Comish, professor of business administration, University of Oregon, July 1982 

John I. Falconer, chairman of the department of agricultural economics and rura 
sociology at the Ohio State University. 

Harry J. Ostlund, associate professor at the University of Minnesota, June 1953, 


Appointments and Resignations 


F. Gerard Adams has been appointed instructor in economics at the University o 
Michigan. 

Morris A. Adelman has been. promoted from assistant professor to associate professo 
of economics at the Massachusetts Institute of Technology. 


Kenneth G. Ainsworth has been appointed instructor in economics at Bowdoin College 

Eugen Altschul, of the University of Kansas City, was visiting professor of economic 
at McGill University in the academic session 1952-53, 

Dole A. Anderson has been granted leave from New York University to serve as asso 
ciate professor of air transport economics and acting chairman of the department o 
economics of Brazil’s Institute of Aeronautical Technology at Sáo José dos Campos, Sá 
Paulo. 

D. Armstrong has been appointed sessional lecturer in economics for the current aca 
demic year a: McGill University. 

Kenneth J. Arrow has been promoted to professor of economics and has been appointe 
executive head of the department of economics at Stanford University. 


Jack Ashley has been appointed instructor in economics at Occidental College. 


George Bebilot has resigned from the University of Nebraska to accept a Carnegi 
fellowship at the University of Oregon. 


Frank T. Bachmura has been appointed assistant professor of economics at Deniso 
University. 

Sanford L. Bacon, formerly of the University of Minnesota, has joined the faculty c 
the Whartor School of Finance and Commerce, University of Pennsylvania, as an ir 
structor. 3 


Robert H. Bethke has been appointed vice president of the Discount Corporation c 
New York. 


C. Perry Bliss has been promoted to assistant professor of economics and busine: 
organization at the University of Buffalo. 


William T. Blomquist has been appointed assistant director of the Bureau of Personn: 
Relations and ‘Placement and faculty lecturer in management in the School of Busines 
Indiana University. 


George F. Bloom has been promoted to assistant professor of real estate in tke Scho: 
of Business, Indiana University. 


E. V. Bowden has been appointed instructor in economics at Duke University. 


Irving Brecher has been appointed assistant professor of economics at Northwester 
University. 

Norman V. Breckner has joined the department of economics at the University « 
California, Los Angeles, as acting assistant professor. 

Hans Brems, lecturer in economics, has been appointed assistant professor of ezonomi: 
at the University of Califonia, Berkeley. 

William H. Brown, Jr, of Yale University, has been appointed assistant professor « 
economics at Swarthmore College. 


Marion A. Buck has accepted a position as research economist with the Joint Legi: 
lative Committee on Commerce and Economic Development of the State of New York. 
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John A. Buttrick, formerly of Northwestern University, has been appointed associate 
professor of economics at the University of Minnesota. 


Burnham Campbell has been appointed instructor in economics at Stanford University. 


Helen G. Canoyer, of the University of Minnesota, has accepted the deanship of the 
New York State College of Home Economics at Cornell University. 

Reynold E. Carlson has resigned irom Vanderbilt University to accept a position as 
economist with the International Bank for Reconstruction and Development. ` 

John M. Chapman has been promoted to professor of banking in the Graduate School 
of Business, Columbia University. 

Carl F. Christ has been promoted to associate professor of political economy at the 
Johns Hopkins University. 

Edward Coen, formerly of the London School of Economics, has been appointed 
assistant professor of economics at the University of Minnesota. 

Jerome B. Cohen has been promoted to associate professor and is subchairman of the 
department of economics in the School of Business and Public Administration, College of 
the City of New York. 

Charles L. Dearing has been granted a lowe of absence from the Brookings Tustitution 
to serve as Deputy Under Secretary of Commerce for Transportanon in the Department 
of Commerce. 
^ Jay D. Cook, Jr., has resigned from Denison University to accept an appointment as 
assistant professor of economics at Washington and Lee University. 

M. E. Cravens has been appointed associate professor of agricultural economics at the 
Ohio State University. 

George Dalton has been appointed instructor in economics at Boston University. 

Raymond de Roover, of Wells College, has been elected foreign member to the Royal 
Flemish Academy of Belgium, Section of Letters and Social Sciences, in recognition of his 
contributions to the history of banking in Belgium. 

Laurence-de Rycke has been granted a leave of absence from Occidental College to act 
as assistant field director for the Committee for Economic Development. 

Norman H. Deunk, Jr., has been appointed assistant professor of management in the 
School of Business, Indiana University. 

J. Frederic Dewhurst has been named executive director of the Twentieth Century Fund, 
succeeding Evans Clark, the Fund’s first executive director, who has retired after twenty-five 
years in the post. 

Robert Dickerson has been appointed assistant professor of economics at Occidental 
College. 

Douglas F. Dowd, of the University of California, Berkeley, has accepted an appoint- 
ment as assistant professor of economics at Cornell University. 

‘James Elliott has joined the staff of the department of economics at Denison Univer- 
sity as assistant professor. 

Paul W. Ellis has been appointed legislative auditor for the Washington State Legisla- 
tive Budget Committee. 

Joseph O. Englet has beer: appointed assistant professor of economics at Loyola Uni- 
versity, Chicago. 

Wilson Farman has been promoted from assistant professor to associate professor of 
economics at Colgate University. bd 

James W. Ford, formerly of Columbia University, has been appointed assistant pro- 
fessor in the department of economics and business administration of Vanderbilt Univer- 
sity. 

Charles D. Forrest has been promoted to professor of advertising in the School of 
Business, Indiana University. 





: NOTES 


Robert R. France has been appointed assistant professor of economics at Princ 
University. 

Philip I. Friest has been appointed instructor in econpmits at the University of Mi: 

səta in Duluth. 

Franz Gehzels, recently economist for the Mutual Sate Agency Mission to Germ 
and France, has joined the faculty of the University of Minnesota as assistant prof 
of economics. 

George Gibbs has been promoted from assistant professor to associate professo 
accounting at Claremont Men’s College. : 

Charles Gilbert has been appointed instructor in economics in the School of' Comm 
Accounts, and Finance of New York University. 

Cornelius W. Gillam has been promoted to assistant professor of business law in 
School of Business of the University of Chicago. 

John B. Glassburner, of the University of California, Berkeley, has taken a pos 
in the Federal Reserve Bank of San Francisco. 

Frank H. Golay has been appointed assistant professor of economics at Correll ” 
versity. 

Leland J. Gordon has been granted a year’s leave from Denison University to 

_ticipate in the University of Maryland Overseas Program in Europe. 

William B. Greenwald has been promoted to assistant professor of economics in the 
College, New York. 

Gregory Grossman has been appointed assistant professor of economics at the Unive 
of California, Berkeley. 

John G. Gurley, of Princeton University, has accepted an appointment as asso 
professor of economics at the University of Maryland. : 

Chadwick J. Haberstroh has been appointed instructor in economics at the Unive 
oi Minnesota. 

C. Lowell Harris, of Columbia University, will lecture this year at the Netherl 
Institute of Economics, Rotterdam, under a Fulbright appointment. 

George T. Harris has been appointed assistant professor of finance in the Schoc 
Business, Indiana University. 

Harry P. Hartkemeier, of the University of Missouri, has been awarded a Fulb: 
grant for travel and lecturing in Europe and the Middle East. 

William H. Hayt has been appointed professorial lecturer in business administratio 
the School of Business of the University of Chicago. 

` William M. Hench, of Pennsylvania State College, on active duty in the U.S. Air Fi 
is stationed in Washington, D.C., with a liaison unit maintained by the Research Sti 
Unit of the Air University. 2 

Eldon S. Hendricksen has been appointed assistant professor of accounting at the ' 
versity of Idzho. 

Edward S. Herman has been appointed an associate in economics at the Universit 
California, Berkeley. 

Irwin L. Herrnstadt has been appointed instructor in the department of economics 
social science, Massachusetts Institute of Technology. 

L. G. Hines has been promoted from assistant professor to professor of economic 
Dartmouth College. 

Oleg Hoeffding, formerly, of Columbia University, has accepted t a position as econo 
with the RAND Corporation in Santa Monica, California. . 

Austin G. Hoggatt has been appointed instructor in economics at the Universit; 
Minnesota. 

Robert J. Holloway has been promoted to associate professor of economics and mat 
ing at the University of Minnesota. 
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James D. Holyoak has been appointed instructor in accounting at the University of 
Idaho. 


Frederick E. Horn has been promoted to associate professor of accounting in the 
Graduate School of Business, Columbia University. 


Hendrik S. Houthakker has accepted an appointment as acting associate professor of 
economics at Stanford University, effective in January 1954. 


Helen M. Hunter has been appointed lecturer in economics at Swarthmore College. 


Walter Isard has been appointed associate professor of regional economics, department 
of city and regional planning, Massachusetts Institute of Technology. 


Robert K. Jaedicke, formerly of the University of Washington, has joired the faculty 
of the University of Minnesota as an instructor. 


Dudley Johnson has been appointed assistant professor of economics at Washington 
College, Chestertown, Maryland. 


James B. Jones, of the University of Michigan, has been appointed insiructor in eco- 
nomics at Dartmouth College. 


Jacob O. Kamm has resigned as director of the School of Commerce at Baldwin- 
Wallace College to become a financial and investment consultant. 


Norman Kaplan has resigned as assistant professor of economics at Stanford. University. 


Robert A. Kavesh has been appointed assistant professor of economics at Dartmouth 
College. 


Arthur Kemp, formerly.of New York University, has joined the faculty of Claremont 
Men's College as professor of economic education. 


Charles J, Kennedy, on leave from the University of Nebraska, is in Boston where he 
is preparing a history of the Boston and Maine Railroad, 


Martin D. Kessler has been appointed instructor in economics at the University of 
Minnesota. 

Marshall D. Ketchum has been promoted to professor of finance in the School of Busi- 
ness of the University of Chicago. 


William H. Knowles has been granted a year's leave from Michigan State College to 
accept a Fulbright research fellowship for study of labor conditions in the West Indies. 


H. T. Koplin has been prcmoted from instructor to assistant professor of economics at 
the University of Oregon. 


Robert J. Lampman has been promoted to associate professor of economics at the 
University of Washington. 

Wassily W. Leontief has been appointed Henry Lee Professor of Economics at Harvard 
University. : 

Martin L. Lindahl has been appointed chairman of the department of economics at 
Dartmouth College, succeeding Clyde E. Dankert. 

John W. Lowe has been appointed instructor in economics at the University of Florida. 


Robert Macdonald has joined the staff of the University of California at Los Angeles 
as acting assistant professor of economics and research associate in the Institute of In- 
dustrial Relations. . 

George F. Mair has been appointed assistant professor of economics at Smith College. 

Ossian R. MacKenzie has resigned from Columbia University to become dean of the 
newly established School of Business at Pennsylvania State College. 

Jesse W, Markham, of Vanderbilt University, has been appointed visiting associate 
professor of economics at Princeton University for the current academic year. 


Bernard J. Marks has joined the faculty of the University of Minnesota as an in- 
structor. 


E 





X) 


NOTES 


Edmund J. McCarthy has been appointed to an instructorship at the University of Mi 
sota. 

Joseph L. McDonald has been appointed dean of the college at Dartmouth Colleg 

John S. McGee, of the University of California at Los Angeles, has. been appoi 
research associate in the Law School of the University of Chicago for 1953-54. 

Joseph P. McKenna has been promoted to an associate professorship at the Unive 
of Minnesota. . 

Robert B. McNee has been reappointed essistant professor of economics at the 
College, New York. 

Hermann L. Meyer-Lindenberg has been reappointed lecturer in economics for 
spring term in 1954 at the University of California, Berkeley. 

Philip T. Meyers, formerly of the University of Texas, has joined the faculty of 
University of Minnesota as lecturer. 

Merton H. Miller, recently visiting lecture- in economic history at the London Sc 
of Economics, has been appointed assistant professor of economics at the Carnegie Inst 
of "Technology. 

Wayne E. Moeller has been appointed instructor in economics in the College of Bus 
Administration of the University of Nebraska. 

Mary E. Murphy, of Los Angeles State College, has accepted a Fulbright fzllow 
to Queenslard University, Australia. She will also serve as annual research lecturer foi 
Australian Society of Accountants. 

John H. Nixon has been appointed assistant professor of economics at the City Col 
New York, 

George E. Nunn has been promoted to assistant professor of accounting in the Sc 
of Business, Indiana University. 

James R. G. Olson, formerly of the University of Minnesota, has joined the sta 


.the International Milling Company in Minneapolis. 


~Guy H. Orcutt has been promoted to associate professor of economics at Har 
University. 

Frederick Ottman has been appointed associate professor of economics in the Sc 
of Commerce, Accounts, and Finance of New York University. 


Ernest M. Patterson, who served as president of the American Academy of Poli 
and Social Science from 1930 until June 1953, has been named president eme-itus. 
is succeeded by Dr. James C. Charlesworth. 

H. Austin Peck has been promoted to asscciate professor of economics at the Uni 
sity of Maine. - 

Robert H. Pelley has been appointed assistant professor of agricultural economics al 
Ohio State University. 


Orme W. Phelps, on leave from Claremont Men's College, has a Ford Found: 
award for research in governmental administration. 


Frank C. Pierson, of Swarthmore College, is devoting the current äcademit yea 
research with the Labor Relations Council of the University of Pennsylvania. 


Robert S. Polkinghorn has been appointed instructor in economics and business rese 
in the College of Business Administration of the University of Nebraska. 


Helen C. Potter, formerly of the University of California, has been appointed asso 
professor of economics at Loyola University, Chicago. 


Leonard Rall has been promoted to professor of economics at Michigan State Col 
Paul H. Randolph, formerly of the University of Minnesota, has joined the facult 


. of the Armour Institute of Technology. 


Raymond Rawls, of the University of Pennsylvania, has been appointed instructc 
business finance in the College of William and Mary for the current academic year. 


762 THE AMERICAN ECONOMIC REVIEW 


Elton Kayack has been appointed assistent professor of economics at' the University of 
Idaho. = 


Melvin W. Reder has been promoted to professor of economics at Stanford University. 


William C. Reher has been appointed instructor in economics at the University of 
Michigan. 


Lawrence J. Remington has been appointed instructor at the University of Minnesota. 
Stewart H. Rewoldt has been appointed assistant professor of marketing in the 
School of Business of Indiana University. 
Roy W. Richards has been appointed faculty lecturer in accounting in the School oi 
. Business of Indiana University. 
Laurie S. Robertson has been appointed assistant professor of economics in the College 
` of Business Administration of the University of Nebraska. 
Ross M, Robertson has resigned from the University of Tennessee to accept a position 
as financial economist with the Federal Reserve Bank of St. Louis. 
Romney Robinson has been promoted from instructor to assistant professor of economics 
in the department of economics and social science, Massachusetts Institute of Technology. 
Marvin E. Rozen has resigned from tke University of California to accept a Social 
Science Research fellowship for study in England. - 
Sverre I, Scheldrup has been promoted to associate professor of personnel and labor 
economics at the University oz Idaho. 
Harold P. Scheinkopf has been appointed research manager of the James Thomas 
Chirurg Co., New York and Boston adve-tising agency. 
Don A. Seastone has been appointed instructor in economics at Bates College. 
John W. Sharp has been promoted to assistant professor of agricultural economics at 
the Ohio State University. 
Karl W. Sharp has been appointed instructor in accounting in the College of Business 
Administration of the University of Tennessee. 
Robert P. Shay has been promoted to zssociate professor of economics at the Univer- 
sity of Maine. 
Douglas S. Sherwin has been appointed chief of the Production Control Branch in the 
Office of Synthetic Rubber of the Reconstruction Finance Corporation. 
"Robert A. Sigafoos has left the Illinois Department of Finance to act as consultant to 
the treasurer of Puerto Rico. 


Fred Slavick, of Princeton University, hes accepted an appointment as research associate 
at the School of Industrial and Labor Relations, Cornell University. 


O. W. Smalley, of Northwestern University, has been appointed assistant professor of 
economics at Loyola University. 


Mervin G, Smith has been appointed chairman of the department of agricultural eco- 
nomics and rural sociology at the Ohio State University. 

Victor E. Smith has been promoted to professor of economics at Michigan State Col- 
lege. 

Warren L, Smith, of the University of Michigan, has been appointed assistant professor 
of money and banking at the University of Virginia. 

. J. Douglas Snider has been promoted to director of the Bureau of Personnel Relations 
and Placement of the School of Business, Indiana University. 

Charles H. Spencer has been promoted to assistant professor of accounting in the 
School of Business, Indiana University. 

Jerome L. Stein has been appointed ins-ructor in economics at Brown University. 


Jack Stockfisch has resigned from Occidental College to accept an appointment as 
assistant professor in the department of economics at the University of Wisconsin. 


AR 


NOTES 7 


Frank T. Stockton is retiring from his position as dean of University Extension at t 


. University of Kansas. He will continue on the staff as director of Special projects 


Extension and professor of economics. 

George Stolnitz has been appointed assistant professor-of economics at Princeton U 
versity. : 

Wolfgang F. Stolper has been promoted to professor of economics at the University 
Michigan. 

Richard K. Stuart has been promoted to associate professor of economics and busin 
administration at the University of Maine. 

Theodore A. Sumberg has accepted a three-month appointment as consultant on fis 
problems to the Chief of Mission, Mutual Security Administration, Saigon, Indo-Chii 

Ben B. Sutton has been promoted to'an associate professorship at the University 
Minnesota. 

Lyell J. Thomas, of the University of Virginia, has been appointed acting assistant p: 
fessor in economics at Wake Forest University. 

David W. Thompson has been promoted to professor of accounting in the School 
Business, Indiana University. 

William O. Thweatt, of the American University of Beirut, has been awarded a Fc 
Foundation fellowship to study problems of economic development relating to t 
Middle East at the Institute of Colonial Studies, Oxford, England. 

Robert E. Walden has been promoted to professor of accounting in the School 
Business, Indiana University. 

Arthur E, Warner has been promoted to assistant professor of business administrati 


in the School of Business, Indiana University. 


Richard S. Weckstein, of New York University, has been appointed assistant profes: 
of economics at the University of Buffalo. 


Lionel Weiss has been promoted from assistant professor to associate professor 
statistics at the University of Virginia. 

Roger W. Weiss has been appointed assistant professor of economics at Vandert 
University. 

Harold B. Wess has resigned from the Graduate School of Business of Columbia U: 
versity to join the faculty of American University in Washington. 

Fred Westfield has been appointed lecturer in economics at Northwestern Universi 

Thomson M. Whitin, of Princeton University, has-accepted an appointment as assist: 
professor in the School of Industrial Management, Massachusetts Institute of Technolo; 

Albert K. Wickesberg, formerly of Ohio State dran has been appointed lectu: 
at the University of Minnesota. 

Sylvia Wiseman has been appointed lecturer in economia ‘at McGill University for | 
current session. 

William B. Wolf has been appointed research associate in the School of Business of t 
University of Chicago. 

F. E. Wolfe, of the Procter and Gamble Company, served as visiting professor at ! 
University of Kentucky in the 1953 spring term. 

Henry E. Wrapp has been promoted to associate professor of production in the Schi 
of Business of the University-of Chicago. - 

David McC. Wright has been granted leave by the University of Virginia for the ct 
rent session to be a Fulbright professor of economics at Oxford University. 


_ FIFTIETH LIST OF DOCTORAL DISSERTATIONS IN POLITICAL 
ECONOMY IN PROGRESS IN AMERICAN UNIVERSITIES 
AND COLLEGES 


The present list specifies doctoral degrees conferred during the academic year terminating 
June 15, 1953, and theses undertaken in the same period. In the latter category the year 
following the dissertation title is the probable date of completion. 


Economic Theory; General Economics 


Degrees Conferred 


Hesumar Ata’, Ph.D. Georgetown 1953. Theory of income distribution under the Islamic 
law with special reference to the function of residual income recipients. 


RoBERT L. Arren, Ph.D. Harvard 1953. Agglomeration and spatial patterns in locatior. 
analysis. 

James W. Brox, Ph.D. Iowa 1953. A macroeconomic approach to distribution theory. 

Grorce K. BRINEGAR, Ph.D. Chicago 1952. Short run income-expenditure relationships. 


Joe E. Brown, Ph.D. Texas 1953. The influence of population theory on the develop- 
ment of economic thought, 


Hua-Cmawc Cuow, Ph.D. Chicago 1952. The influence of interregional commodity and 
factor movement on the distribution of income. 


Jere W. Cranx, Ph.D. Virginia 1953. Intercommunity commodity flows within the United 
States. 


ArrRED W. Coats, Ph.D. Johns Hopkins 1953. Methodological controversy as an approach 
to the history of American economics, 1885-1930. 


Danie, R. Fusrenrp, Ph.D. Columbia 1953. Economic thought of Franklin D. Roosevelt 
to 1932. x 


Francis C. Genovese, Ph.D. Wisconsin 1653. A going concern theory of profits. 
Jonn B. Grasspurner, Ph.D. California 1953. The social economics of Alfred Marshall. 


Epwarp E. LrzCrAam, JR, Ph.D. Clark 1953. Economic value in non-literate cultures: a 
cross-cultural reorientation in the theory of value. 


Erwin E. NEMMERS, Ph.D. Wisconsin 1953. Hobson and under-consumption. ` 


Martin Secar, Ph.D. Harvard 1953. Some economic aspects of adjustment to techno- 
logical change. ! 


Martin Smuzix, Ph.D. Princeton 1953. Competition and the theory of games. 
Mavunc Tun Turn, Ph.D. Harvard 1953. Theory of markets. 
CrEMENS B, TuoMAN, Ph.D, Texas 1953. Capital—formation theory in transition. 


Warrer, C. Wacner, Ph.D. Texas 1953.. The theory of economic equilibrium: a reflection 
of social reciprocity. : 
Wittiam R. Waters, Ph.D. Georgetown :953. Entrepreneurship, dualism and causality: 
an appreciation of the work of Joseph A. Schumpeter. E 
Ricwarp S. Wrcxsrern, Ph.D. Yale 1953. The influence of the rate of interest on personal 
_ Saving. 
J. €. Wetvon, Ph.D. McGill 1952. Theory of distribution. 





LIST OF DOCTORAL DISSERTATIONS 


Theses in Preparation 

Martin J. Banery, B.A. California (Los Angeles) 1951. The general equilibrium 
tions of monetary theory. 1954. Johns Hopkins. 

Gary S. Becker, B.A. Princeton 1954. Discrimination; a theoretical and statistic: 
1954. Chicago. 

James F. Becker, B.A. Iowa 1948; M.A. 1949. The relation of normative econon 
positive science: a critical analysis of selected examples. 1955. Columbia. 

Ricmanp E. BrumBerc, Ph.B. Chicago 1948; M.A. Illinois 1951. Utility analysis 
consumption function: an empirical test and its meaning. 1954. Johns Hopki: 


James Drycwatt, B.A. Queens (Ontario) 1938; M.A. 1939. Laissez faire and tht 
of factions. 1954. Chicago. 


Loretta M. DuwPnHy, B.S.C. Drake 1948; M.A. Catholic 1950. Simon Newco 
contribution to economic thought. 1954. Catholic. 


WirLiAM C. FREDERICK, B.A. Texas 1950, A cultural theory of money. 1954. Tex 
E. CRAsBERG. The theory of the firm. 1953. McGill. 


Daner H. Gray, B.A. Hobart 1941; M.A. Buffalo 1950. Theory of the interio: 
firm, 1954, Massachusetts Institute of Technology. 


Harotp A, J. Green, B.A. Brasenose 1947; M.A. Oxford 1948, The social welfa 
tion in the writings of certain moral and political philosophies. 1954. Massa 
Institute of Technology. 


Rosert S. Hancock, B.S. North Central 1947; M.S. Illinois 1949, Selected as 
cligopoly and oligopsony. 1954. Illinois. 

B. J. Hinton, B.A. Baylor 1947; M.A. 1948. Case studies in business pricing te: 
as contrasted with price theory. 1954. Louisiana State. 

Rogert W. Kautz, B.C.S. Drake 1948; M.A. 1950. The concept of security and t 
vidual firm. 1955. Indiana. 


Roxan G. MacDonarp, B.A. St. Dunstan’s 1943; M.A. Toronto 1947. Innovat 
the modern industrial corporation. 1955. Wisconsin. 


LAWRENCE F. MaNsrrELD, B.A. Washington & Lee 1947; M.A, Florida 1948. Velo: 
the multiplier. 1954. North Carolina. 


Atvin L. Marry, B.A. California (Los Angeles) 1946. The theory of the pre 
economy. 1955. California. 


E. Scorr Maywes, M.A. Wesleyan 1949. Concepts of saving and their implicatior 
Mizhigan. 

Erskine W. McKinzey, B.A. University of the South 1940; M.A. New York 16 
theory of economic growth in the classical school. 1954. California. 

Jacos Mincer, B.A. Emory 1950. Studies in the acceleration principle. 1955, Ct 

Herserr R. Runyon. Contributions of Irving Fisher to modern theory. 1955. M 


James R. ScurrsrwcER, B.A. Harvard 1950; M.A. 1952. Wage-cost-price relat 
and economic progress. 1953. Harvard. 


Tuomas E. Summers, B.A. Stanford 1947; M.A. 1949. Limitations on the size 
firm. 1955, Stanford. 


Rosert F. VokRTMAN, B.S. North Texas State 1946; M.A. Texas 1948. Technol 
cultural evolution: a comparative and critical study. 1954. Texas. 


Daner N. WEIHERMANN, B.A. City (New York) 1949; MA. Columbia Hed: A 
for short-term economic forecasting. 1955. Columbia. 
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Frep M. WESTFIELD, B.A. Vanderbilt 1933. An examination of the inflationary process 
. and alternative public policies within the framework of multi-sectoral models. 1954. 
` Massachusetts Institute of Technology. 


Wirm M.. Younc, B.A. Syracuse 1949; M.A. Princeton 1951, Priorities and allocations. . 
1954. Princeton. 


Economic History; National Economies; Economic Development 
Degrees Conferred 


Turner ALLEN, Ph.D. Kentucky 1953. The highway and canal — in eighteenth 
century France. 


Vinayak V..Bnuarr, Ph.D. Harvard 1953. Employment and capital formation i in under- 
developed countries, 


Ronpo Cameron, Ph.D, Chicago 1952. French foreign investment, 1850-1880. 


SuEr-wo Cuawc, Ph.D. Iowa 1953. Problems of industrialization in Gensely populated 
underdeveloped countries. 


You Kene CHang, Ph.D. Chicago 1952. British devaluatior in 1949, 


AN-MIN Cuuxo, Ph.D. Pennsylvania 1953. Industrial development; in China: history, 
population prospects, 


SrANLEY H., Conn, Ph.D. Chicago 1952. The role of the fiscal sys:em in the soviet 
economy. N 


Cartes A. Coomns, Ph.D. Harvard 1953. Financial policy in Greece during 1947-48. 


Paut H. Coorner, Ph.D. Massachusetts Institute of Technology 1953. Transport inno- 
vation and economic development: the case of the U.S. steam railroads, t 


Georce P. Coursoumaris, Ph.D. Chicago 1953. Possibilities of economic development in 
the Greek agriculture. 


Rıcmaro A, EasTertin, Ph.D. Pennsylvania 1953. Some conceptual aspects of the com- 
parative measurement of economic growth. 


Cmanrss N. Henne, Ph.D. California (Los Angeles) 1952. Basis of an Rose 
Korea. 


James IxcRAM, Ph.D. Cornell 1952. Economic change in Thailand. 
Burton H. Er?rw, Ph.D. Harvard 1953. Germany's economic preparations for war. 
Txomas P. Lantos, Ph.D. California 1953. Recent economic development in New Zealand. 


Harorp Lustr, Ph.D. Harvard 1953. The French investment program: a defense of the 
Monnet plan. 


WirLiAM. J. NicHorsoN, Ph.D. St. Louis 1953. Some aspects of the economic reconstruc- 
tion of the Philippines. 


Franx L. Roserts, Ph.D. Illinois 1952. An economic analysis of the Chilean production 
development corporation. A case study in economic cooperation. 


DANIEL L. Spencer, Ph.D. Americar 1953. Mixed and joint corporations as tools of eco-. 
nomic development: a case study based on India’s experiments in new types of enter- 
prises. 

Joun S. Spratt, Ph.D. Texas 1953. Economic history of Texas 1875-1900. 


James H. Srreer, Ph.D. Pennsylvania 1953. The mechanization of cotton production: a 
case study in the theory of economic development. 


Jaw B. TULASIEWICZ, PhD. Michigan 1953, Northern Rhodesia and its development. 
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W. Oxerie Uzoaca, Ph.D. Cornell 1953. The impact of foreigh loans on Liberia. 


Scorr D. Warrow, Ph.D. lowa (Ames) 1953. Agriculture and federal antitrust activity 
an economic history and analysis. . 


Theses in Preparation 


Doxs G.'ApAMS, B.A. California 1947. Population and resource problems in Lebanon 
1955. California. 


W. E. Apams, B.A. McGill 1948. The economics of dedu: 1953, McGill. 
Warren E. ADAMS, B.A. California 1947. Land tenure and agricultural labor in Lebanon 
1955. California. 


FnmEDERICK. C. Armstronc, B.A. Southern Illinois 1947; M.A. Michigan State 1948 
Community measures for economic development. 1953. Illinois. 


AsRAHAM S. Becker, B.A. Harvard 1949; M.A. Columbia 1952. Economics of tke cotto: 
textile industry in the U.S.S.R. 1955. Columbia. : 

Warrer D. Bowrzs, B.A. Washington 1949; M.A. Columbia 1952. The economics of th 
lumber industry of the Soviet Union. 1955. Columbia. 

Curistos E. CassrwATIS, B.A. Indiana State Teachers 1949; M.A. Indiana 1950. Post 
war monetary reforms in Greece 1944-1951: a critical evaluation of the attempts a 

. monetary rehabilitation. 1955. Indiana. 


Nam Kyu Czuxo, B.S. Kyoto 1941, The rehabilitation p program of Korea. 1954. Wiscon. 
sin. 


Seymour J. COHEN, B.S.S. City (New York) 1942; M.A. Columbia 1949. Monetary prob 
NO lems of the Middle East since 1939. 1954. Pittsburgh. 


Grorce C. CoNSTANTACOPOULOS, Dipl. Law, Athens, Greece, 1937. Competition and eco 
nomic development. in Greece, 1954. Columbia. 


CHESTER L. Coorer, B.S. New York 1939. The role of the Chettyar moneylenders in th 
economic development of Lower Burma, American. 


Peter DrwirRIYvEVITCH, B.A. Williams 1949; M.P.A. Harvard 1953. Industria: growt] 
in postwar Yugoslavia. 1954. Harvard. 


Norton T. Doce, B.A. Cornell 1948; M.A. Harvard 1951. The soviet tractor industr. 
and the mechanization of agriculture. 1954. Harvard. 


Joxw C. Eppison, B.A. Cornell 1942; M.S. 1948. The development of the paper industr: 
in India. 1955. Massachusetts Institute of Technology. 


Rosert F. Emery, M.A. Michigan 1952, The contribution of Burmese financial institution 
to economic development. 1955. Michigan. 


J. GERIN-LAJOTE, B.A. Paris 1945; M.A. St. Louis 1947. Wages and profits i in the Cana 
dian primary textile industries. 1984. McGill. 


Wurm P. Grape, Jn. B.A. Texas 1950; M.A. 1951. The role of government enterpris 
in the economic development of undeveloped regions: Mexico, a case study. 1954. T'exa: 


KHALIL A. G Hawoupa, B.S. Alexandria, Egypt, 1946; M.S. Minnesota 1953. Economi 
aspects of land tenure in Egypt. 1955. Minnesota. 


James B. Henpry, B.A. William and Mary 1946; M.A. Columbia 1951. Occupatio: 
policy and post-war economic development in Japan, 1955. Columbia. 


Wurm C. Horzrincer, B.A. Swarthmore 1947. The theory of economic development a ant 
the principle of comparative advantage. 1954. Massachusetts Institute of Technolog; 


Epmonp C. Hutsinson, B.A. Southwestern 1936; M.A. Virginia 1937. Postwar financia 
developments in Japan. 1954. Virginia. 
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Ss. emi 1. Xu "Diploin-Tagenieur, Berlin 1931; M.A. American 1949. The popula- 


-tion‘factor—an obstacle to economic ic qevelopiient with special -reference to J apan. 1954. 
Columbia, ` 


` Appur Amm Konpan, B.BA. American University of Beirut 1944, Planned industrializa- 


- tion of Iraq. 1954, New York. - 


Cuunc-Tar Lv. Elements of a theory of economic development for underdeveloped 
countries: a generalization of projected patterns of economic development d in countries ; 
surveyed by the United Nations organizations. 1954. Maryland. 


Santraco P. Macario, M.A. University of Cordoba, Argentina, 1941. Development in the ` 
field of agriculture as a factor in industrialization of Latin American countries, 1954. 
Texas. 


G. B. McConkey, B.A. Manitoba 1949; M.A. Toronto 1950. The relevance of certain 
economic concepts to some phases of Canadian economic development. 1954. Toronto. 


Paut F. McGourpricx, B.A. Maine 1947; M.A. Harvard 1952. Danish agriculture in 
the 19th century and its relationship to the English trading area. 1953. Harvard. 


Leon A. Mears, B.A. Minnesota 1930. Impediments to and inducements for private 
_ development investment; Puerto Rico, a case study. 1953. California. 


Onrawpo J. Menezes, B.A. Bombay 1948; M.A. Poona 1950; M.A. Princeton 1952, The 
„theory of economic growth for underdeveloped countries. 1953. Princeton. 


WALTHER P. MicnHarr, B.S. Columbia 1950. Domestic capital supply in the economic 
development of India. 1955, Columbia. 


M. Murer, B.Com. McGill 1945; M.Sc. University of London 1949. Policy à aspects of 
Quebec economic development. 1953. McGill. 


Ropney H. Murs, JR. B.A, Vale 1944; M.A..Valé 1948. Italy in the post-war world 
economy. 1955. Columbia. 


GHotam R. MOGHADAM, B.A. Upsala. A study of economic development in | Tran, 1954, 
Stanford. 


AspuL Moqurr, B.A. University of Punjab 1944; M.A. 1946. Economic development of 
Pakistan. 1955. Wisconsin. : 


Aworz Morac, M.A. Hebrew University (Jerusalem) 1952. Financing dev2lopment. 1954. 
Johns Hopkins. ] 


Max G. Muetrer, B.S: London 1949. The role of capital in ündečdeveloped countries. 
"1955, Illinois. 


GEoncE C. Nickoraki, B.A. American (Cairo) 1943; M.A, Virginia 1952. Some aspects 
of economic reconstruction in Korea. 1954. Virginia. 


Atvan J. OBELSKY, M.A. Michigan 1952. Technological change and the entrepreneur in 
Japan. 1955, Michigan. 


Harrow OssoRNE, B.A. Colgate 1936; M.B.A. New York 1940; M.S. Denver 1942. Con- 
tribution of national income analysis to the theory of economic development. 1954. 
Georgetown. 


Moren U. Quresat, B.A. Government College, Lahore, Pakistan 1949; MLA. 1951. The 
evolution of banking and credit institutions in Pakistan, 1947-1952. 1953. Indiana. 


Carotyn A. RECHT, B.A. Stanford 1947, M.A. Radcliffe 1949; The impact of industriali- 
zation on soviet housing conditions. 1953. Harvard. 


CHARLES E. Rorrms, B.A, San Diego State 1950. The role of raw materials exploitation 


in economic development with special consideration to Bolivia and Venezuela. 1954. 
Stanford. 
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t Aziz SAYEED, B.S. Agricultural.College, Poona, 1946. Role of. Kocbctatian in the’ nad a 
economic planning of India and principles of cooperation. 1955. California: | «| - 


ARTHUR O. Smarron, B.S. City (New York) 1939. The postwar Japanese price structu 
(with particular reference to food) and its implications on the basic economic rroblet 
HE of Japan. American. 


AHMAD F. SHERIF, S.B.Com. Farouk I 1947; MBA. Chicago 1951. The role of capil 
formation in industrialization of underdeveloped countries. 1953. Chicago. 


Fren C. Sworrer, B.A, Reed 1944; M.A. Haverford 1947. Recent developments in t 
jute industry. 1954. Stanford. 


gj E. C. Stzvwricut, B.S, London 1950. The problem of economic ove ina proving 
í economy. 1953. McGill. 


Howarp F. Svare, B.A. Wayne 1940; M.B.A. Harvard 192: United Nations plan f 
the reconstruction of Korea. American. 


Jerome L. SrEIN, B.A, Brooklyn; M.A. Yale 1950. The pattern of economic develo 
ment in selected British African colonies since 1940. 1954. Yale.. 


Curis A. TxzoponEe. Demographic aspects of the Greek economic problem. 1954, Bosto 


Josera W. Txomrson, B.S. Illinois 1948; M.S. 1949. An economic history of the Mesa 
division of the Great Northern Railroad. 1954. Illinois. 


Pepro C. M. TercmerT, B.A. Mexico City College 1950; M:A. I Uruguay's ezonom 
development policies. 1953. T'exas. 


) 
Vos Lu. S. Wiseman, B.A. McGill 1948; M.A. 1950. Theory of planning for industrialization 
Ww underdeveloped areas. 1953. McGill. ` 


— 


Taro Yamane, B.A. Tokyo 1941; M.A. Wisconsin 1951. Studies in the Japanese postw 
inflation. 1954. Wisconsin. 


Paur H. ZOLDESTER, Dr.rer. pol. Vienna 1948. The Austrian labor movement. 1954. Ne 
York. 


4 ^ Statistics and Econometrics 


Degrees Conferred 
"GroncE H. Borts, Ph.D. Chicago 1953. Cost and production relations in the railw: 
industry. 


Victor R. Farm, Ph.D. New York 1952. An analysis of selected measures of the Ame 
can economy. 


Burton L, Frenc, Ph.D. Iowa (Ames) 1952. Estimation by simultaneous equations 
resource productivities from time series and cross sectional farm observations. 








HINICHI IcmiwURA, Ph.D. Massachusetts Institute of Technology 1953. Inquiry in 
on-linear macro-dynamic theories of economic fluctuations. 


T E. Kuenne, Ph.D. Harvard 1953. The use of input-output techniques for tl 
ation of employment in the Delaware valley. 


-Kunc Lin, Ph.D. Illinois 1952. On using index numbers for real. national | incon 
valuations, 


Joun M. Marrua, Ph.D. Wisconsin 1953. Econometric analysis of investment in t] 
construction industry. 


Norman Ruby, Ph.D. Chicago 1952. Some problems. in the economics of industri 
sampling inspection, 
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Ran C. Sprowrs, Ph.D. Chicago 1951. A consideration of the hypothesis that utility 
analysis can explain ‘choices involving risk, 


- 


Theses in Preparation 


Louis P. Crece; B.A. Wesleyan 1942; M.A. 1944, The historical dotar of time 
series analysis. 1954, Catkolic. 


Peter Copy, B.A. Vale 1947; M.A. 1948. The concept of production measurement, 1954. 
Fale, 


Bruce E. Epwarps, M.A. Michigan 1950. Statistical derivation of regional and inter- : 
regional input-output coefficients, 1954. Michigan. 


Warrace W. GARDNER, B.S. Purdue 1942; M.B.A. Michigan 1947. E relations 
data and linear programming methods as applied to problems of business management. 
1953. Michigan. 


AMOR GOSFIELD, "B.A. Pennsylvania 1929. Puerto Rican input-output study. 1954. Penn- 
` sylvania. i 


ErMonE A. Harz, B.A. Gustavus Adolphus 1943; M.A. Illinois 1948. Measurement of 
geographical. differences in cost of living. 1953. Ilinois. 


Tuomas H. HucuHes, B.A. City (New York) 1942; M.A. Catholic 1950. The Federal 
Reserve: Board index of industrial production. 1954, Catholic. 


THOMAS A. MARSCHAK, Ph.B. Chicago 1947; M.A. Stanford 1952. Application of linear 


programming to oil distillation. 1954. Stanford. AX 
Arvin Mayne, B.A. Chicago 1935; M.B.A. 1938, Statistical analysis of ners 
between the fuels used by American railroads. Chicago. * 


Danir E. O’Connetz, B.A. Washington 1943; M.B.A. 1948. The measurement of indus- 
trial productivity by the subproduct and final product methods. 1955, Wisconsin. 


Sicmunp P. ZosEL, B.S, Buffalo 1943; M.B.A, 1948, Some applications of statistical 
quality control techniques to the analysis of economic time series. Chicago. 


Economic Systems; Planning and Reform; Cooperation 


Degrees Conferred — 
Tab P. Arrow, Ph.D. Columbia 1953. Polish post-war national economic planning. 
Gregory Grossman, Ph.D. Harvard 1953. Capital-intensity: a problem in soviet planning. 


Jacxson Mevers, Ph.D. Southern California 1953. The theory of state monopoly opera- 
tion of the economy. 








Theses in Preparation 
Rorrın O. Dunspon, B.S. North Dakota 1941; M.S. Oregon State 1948. Financial st 
ture and dividend policies of cooperatives. 1955. Wisconsin. 


Swney Kx, B.S. California (Los Angeles) 1948; B.A, Southern California 194 
economics of the land reform policies of the Chinese Communist Party from 
1949 to December 1952, 1955. Columbia. 


A. Murray, B.A. Manitoba 1949. Economic planning in the modern state. 1954. Toronto. 


WirniaM E. WALKER, B.S.A. Toronto 1951; M.S. Wisconsin 1952. The theory of the firm 
applied to cooperatives. 1954. Wisconsin. 
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National Income and Social Accounting 


Degrees Conferred 


Wio1am I. AgRAHAM, Ph.D. Columbia 1953. Problems of national income measuremen: 
in underdeveloped countries with special reference to the Philippines. 


Wisur T. Brrrincron, Ph.D. Minnesota 1952. Income in the tenth Federal Reserve di: 
trict—a study in economic development. 


Jean Mann Dye, Ph.D. Illinois 1953, Canadian consumption patterns. 


Iawin Frrenp, Ph.D. American 1953. Volume and composition of individual's saving i 
the United States. 


CHARLES E. Jounson, Ph.D. Minnesota 1952, The concept and measurement of busine: 
income for corporate reporting. 


STANLEY J. SicEL, Ph.D. Harvard 1953. A comparative study of three social accountin 
systems: national income, input-output, and moneyflows. - 


XosERT M. Sorporskv, Ph.D. Washington (St. Louis) 1953, Arkansas income since 190! 
Louis Winwicx, Ph.D. Columbia 1953. Residential wealth estimates. 


Theses in Preparation 
Ernest W. Brown, B.A. Oklahoma 1943. National income prior to 1869. 1954, Pennsylvanix 


BERNARD CLYMAN, BS. Temple 1939. Analysis of the characteristics of income distributio 
for the selected years, 1925,-1929, 1932, and 1936 (Sample of Delaware Tax Returns) 
1954. Pennsylvania. 


Harotp W. GUTERE, M.A. Michigan 1948. Trends of liquid asset—income ratio amon 
different population groups, 1947-52. 1954. Michigan. 


Grorra Hire, M.A. Michigan 1951. Interregional balance of payments of the Southea: 
for 1950. 1954. Michigan. 


RicHarpD B. Marrer, B.S. Massachusetts Institute of Technology 1945; M.B.A. Pennsy] 
vania 1948. Changes in the distribution of income by states, 1929-52, 1955. Pennsylvanic 


Enwin MANSFIELD, B.A. Dartmouth 1951; M.A. Duke 1953. Income and city-size, 195( 
1954. Duke. 
Business Fluctuations; Prices 


Degrees Conferred 


James R. Eruorr, JR, Ph.D. Syracuse 1953. Insulation and the implementation of th 
Employment Act of 1946. 


James Herre, Ph.D. Minnesota 1952. Securities, price support interest rates and pric 
inflation. 


ARTHUR R. RosENBAUM, Ph.D. Columbia 1952. Business attitudes toward counter cyclice 
planning 1929-1949. A 


Bery W. SPRINKEL, Ph.D. Chicago 1952. Debt and economic stabilization. 
Erse M. WATTERS, Ph.D. Texas 1953. An analysis of business fluctuations in New Orleans 


Theses in Preparation 


D. E. AnwsrgoNG, B.A. Alberta 1949; B. Com. 1930; The acceleration principle in relatio: 
to investment output relationships. 1953. McGill. 
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Carvoy P. Bram, B.A. Texas 1949. International transmission of business cycles, 1954. 
Texas. 


SipNEY E. Caernix, B.A. Manitoba 1347; M.A. Toronto 1948. Studies in the inter- 
national spread of business cycles. 1954. Massachusetts Institute of Technology. 


Donato A. Corsry, B.S. California 1942; M.B.A. 1943. Accounting reports during infla- 
tion and deflation. 1955. California. 


Maxomep Guozran, LL.B. Alexandria 1544; M.A. Vale 1947. The recession of 1948-1949. 
1954. Yale. 


Joun W. HENDERsoN, Jr, B.A. Denisoa 1949; M.B.A. Northwestern 1950. Price fore- 
casting and the meat industry. 1954. Wisconsin. 


James B. Jones, M.A. Michigan 1951. The pattern of debt ownership on stabilization 
policy. 1955, Michigan. 


Jonn H. McCoy, B.S. Kansas State 1940; M.S. 1942. An analysis of wheat prices, 1955. 
Wisconsin. 


Henry L, Murer, JR, B.A. Kansas 1947; M.A, 1948; B.A. Oxford 1950. An empiricel 
study of the demand for a consumers' durable good. 1954. Harvard. 


Epwarp R. SoPramz, B.S, Wisconsin 1942; M.S. 1958. Aspects of the business cycle ia 
relation to standards of living. 1955, Wiszonsin. 


Pavut W. ZicxrEroosE, B.A. Seattle Paciic 1939; M.A. Washington 1949, Income and 
employment in Kansas. 1954. Kansas. 


^ Money and Banking; Short-Term Credit; Consumer Finance 


Degree: Conferred 


Juran G. BUCKLEY, Ph.D. New York 3952. The role of the commercial banks of the 
United States in financing wars 1812-1842. 


Joun W. Hannarorp, Ph.D. Harvard 19:3. French interwar monetary problems. 
GrorcE T. Harris, Ph.D. Iowa 1953. The :apital structure in American banking. 


Epwaro S. Herman, Ph.D. California 1953. The Transamerica case: a study of the 
Federal Reserve Board antitrust proceedirg. 


Lester B. McAttisrer, JR, Ph.D. Oregon 1953. Monetary and TANE theories of 
Albert Gallatin. 


Lawrence J. Miwrr, Ph.D. Columbia 1£53. Changes in reserve requirements of com- 
mercial banks in the United States and foreign nations 1930-1950. 
H, RosERT Powrrr, Ph.D. Illinois 1952. Concepts of creditorship. 


Brane G. Scmwuipr, Ph.D. St. Louis 1253. A statistical study of credit unions in 
Missouri. 


Ira O. Scorr, Jr, Ph.D. Harvard 1953. Monetary policy, the theory of assets, and the 
availability of credit. 


Tuomas E. WENZLAU, Ph.D. Illinois 1953. Canadian postwar monetary policy. 1946-195-. 


Theses in Preparation 


Ronert P. Brack, B.A. Virginia 1950; M.a. 1951. Carter Glass and the development of 
the Federal Reserve System. 1955. Virginia. 


Cart T. Bren, B.A. Drake 1949; M.A. 1930. A critical evaluation of the voluntary credit 
restraint program of 1951-1952. 1955. Indicna. 
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Furur Cacan, M.A. Chicago 1951. The monetary dynamics of hyerinflations. 195; 
Chicago. 


BENJAMIN Cutnitz, B.A. Yeshiva 1945; M.A. Brown 1951. The demand for cash balances 
1954, Harvard. 


WALTER L. Crarrorp, B.A. San Diego State 1948. Commercial bank credit: a case study 
1955, California. 


. Reynorp P. Daur, B.S. Minnesota 1949; M.S. 1950. An economic analysis of the short 


term agricultural lending activities of Minnesota country banks. 1954. Minnesoia. 


M. Gorvow DawrgLs, B.A. Doane 1947; M.A. Texas 1949. The Peruvian banking system 
1954, Texas. 


" 


RomERT Emmer, B.A. Ohio State 1939; M.A. Chicago 1940. Monetary and fiscal policy i: 
Western Germany since the end of World War II. 1953. Chicago. 


0. Rocers FLYNN, Jn. B.S. Columbia 1921; M.S. 1943, Capital funds as a factor in th 
deposit growth of commercial banks, 1940-1950. 1954. Columbia. 


Franx L. Greenway, M.B.A. Stanford 1940. An investigation into the problem of loa: 
concentration and fund ee within a branch banking organization. 1953. Souther. 
California. 


Warren Gusrus, S.B.C. North Carolina 1947; M.A. Brown 1950. The commercial bank 
as suppliers of capital in southern agriculture. 1954, Chicago. 


GroRcE Horwicu, M.A. Chicago 1951. Open market operations, the rate of interest, an 
the price level, 1954. Chicago. i 


MARSHALL A. KAPLAN, B.S. Illinois Institute of Technology 1950; M.A. Chicago 195; 
Neoclassical monetary theory. 1954. Chicago. 


Davip KERLEY, B.A. North Carolina 1938; M.A. Louisiana State 1939. Money in Sout 
Carolina prior to commercial banking. American. 


Lronaro J. Konora, B.A. Akron 1948; M.A. Pittsburgh 1949. Contribution of a com 
mercial bank to small business. 1953. Pittsburgh. 


James LowosrREET, B.A. Antioch 1949; M.BA. Northwestern 1950, The corporzte struc 
ture of consumer finance companies. 1953, Northwestern, 


Josera W. McGuire, Ph.B. Marquette 1948; M.B.A. Columbia 1950. The Federal Re 
serve Bank of San Francisco and the 12th Federal Reserve District 1930-1952. 195: 
Columbia. 


Tuomas F. McHvoz, B.S. Howard 1933. The use of Federal Reserve open market opera 
tions for fiscal purposes and monetary control, 1939-1950. American. 


Laure S. RoBERTSON, M.A. Nebraska 1948. Commercial loan policy of banks and th 
structure cf markets. 1955. Michigan. 


AuBREY N. Sweriincs, B.A. Virginia 1951; M.A. 1953, Postwar monetary developments i i 
Germany. 1955. Virginia. 


Morris L. Stevens, B.A. Houghton 1941; M.A. Wisconsin 1949. Development of bank 
ing in the upper Mississippi Valley. 1954. Wisconsin. 


Kart F. J. WrrrRICH, Jr, B.S. Columbia 1937; M.S. 1939. The development of. com 
mercial banking in Allentown, Pennsylvania. 1954. Columbia. 


Pete Zipwax, M.A. Southern California 1950. Arizona's small loan problem. 1954. South 
ern California, 
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Business Finance; Investments and Security Markets; Insurance 
Degrees Conferred 

KENNETH Brack, Jr., Ph.D, Pennsylvania 1953. An analysis of group annuities, 

Hassan A, EL-SHERIF, Ph.D. Chicago 1951. The changing nature of the sources and uses 
of business funds in Egypt. 

LESTER GREENE, Ph.D. New York 1953. Financial aspects of inventory valuation methods. 

Lewis L. Herndon, Ph.D. Illinois 1953, The timing of financial investment and capital 
formation. 

WiLLiAM I, LATovunETTE, Ph.D. New York 1953. Investment and financial aspects of the 
brewing industry. 

James W. LEONARD, D.C.S. Indiana 1952. Investment problems and policies of small life 
insurance companies. 

Powzrit. Nizanp, D.C.S. Harvard 1953, The effect of federal taxes upon the form of 
transaction in the acquisition of one company by another. 

Frances K. Novorny, Ph.D. New York 1352. Investment policies of insurance companies. 

DowArp W, O'CONNELL, Ph.D. Columbia 1953. The insurability of credit risks. 


Daner W. Raar, Ph.D. Brown 1953. Treatment of security holders in financial standards 
employed by the Securities and Exchange Commission of Section 11 (b) of the Public 
Utility Holding Company Act of 1935, 


Donatp W. Scorrow, Ph.D, Illinois 1952, A study of the regulation of installment credit. ` 

Josera SOsHNIK, Ph.D. Nebraska 1952. A program to provide long-term . capital for 
operations in small business, 

CHESTER A. WirrzrAMs, Ph.D. Columbia 1952, Experience and delis deE rating plans. 


Donoruv E. Warson, Ph.D. Chicago 1952. An appraisal of life insuranc2 as a medium 
for the small investor. 


Theses in Preparation 
Joun M. Briccs, B.A. Maryville 1949; M.S. North Carolina 1950. Products liability 
insurance. 1953, Wisconsin. 
Kerra L, Broman, M.B.A, Harvard 1947. Some effects of non-contributing pension plans 
on corporate financial policy. 1954. Nebraska. : 
Roserr S. CLINE, B.A. Syracuse 1948; M.B.A, 1949. Valuation of life irsurance assets. 
1954, Pennsylvania, 


Joun A. CLINKENBEARD, B.A. Chicago 1947; M.B.A. 1947, Some qualitative and quanti- 
tative aspects of long term financing for industrial and public utility corporations from 
1935 to 1951. Chicago. 

Ceca R. Graves, B.S. Kirksville, Missouri State Teachers 1918; M.A. Chicago 1927. 
Investment policies of investment companies. Chicago. 

Geraro E. Greason, B.S. Creighton 1948; M.A. Nebraska 1950. Trends of federal credit 
operations in Nebraska (1930-50). 1955. Nebraska. 

AporPH E. Grunewatp, B.S. Wisconsin State 1949; M.S. Wisconsin 1951, The valua- 
tion of unquoted securities. 1955. Wisconsin. 

Roy J. Henstey, B.S. Oregon 1942. Price policies in the insurance industry. 1953. Cali- ` 
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Davi» C. Morrer, B.A. Baldwin-Wallace 1949. The effect of World Wars I and II on 
“industrial bigness.” 1954. Vanderbilt. 
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facilities in a defense economy. 1955. Michigan. 


Public Utilities; Transportation; Communications 
Degrees Conferred 
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Ropert S. Eiwzric, Ph.D. Michigan 1953. Civil Aeronautics Board control over domestic 
routes and competition, 1938-52. 
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Joan L. HAZARD, Ph.D. Texas 1953. Elements in the crises in Atlantic-Gulf coastal 
shipping. 
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FREDERICK E. BarpERsTON, Ph.D. Princeton 1953. Scale, vertical integration and costs in 
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ment of synthetic liquid fuel processes. 

LESLIE Cooxensoo, JR., Ph.D. Massachusetts Institute of Technology 1953. Economies of 
scale in the operation of crude oil pipe lines. 
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RosERT W. Haro, D.C.S. Harvard 1953. The participation of the small refiner in the oil 
industry. 
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James W. BrrxHeEap, Ph.D. Harvard 1953. Capital and labor use on tobacco-cottoa farm: 
in the Carolinas. : 
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Davi» W. Carr, Ph.D. Harvard 1953, The economics of preparing wool for marxet anc 
manufacture. 
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Rouert I-NrzN. Cwen, Ph.D. Minnesota 1953. A study of tung oil price and its demand 


Wurm Damcovicm, Ph.D. Iowa (Ames) 1952. Application of expectation models t 
livestock products. 


Aspe, H. F. Ex-Atrar, Ph.D. Iowa (Ames) 1952. Yield and price expectations for pri 
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Invinc FErLLOws, Ph.D. Iowa (Ames) 1952. Returns to scale in potato farming. 
ALAN S, GorpMAN, Ph.D. Iowa (Ames) 1953. Efficiency of marketing eggs in Des Moines 


Rocer W. Gray, Ph.D. Minnesota 1952. An economic analysis of the impact of the pric 
support program upon the development of the potato industry in the United States 


Gustav R. Grecory, Ph.D. California 1953. Developing economic growth goals for fores 
production. 


KennetH R. Grusss, Ph.D. Texas 1953. Patterns of agricultural development in th 
western cross timbers region of Texas during the last century. 


Peccy Hem, Ph.D. Columbia 1953. Financial aspects of federal irrigation, 1902 to 193C 
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Rover B. Herp, Ph.D. Iowa (Ames) 1953. Overcoming obstacles to soil erosion control ii 
Western Iowa. 


Wrirram E. Henprix, Ph.D. Wisconsin 1953. Achievement of farm ownership by tenant 
and share-croppers in the Piedmont in Georgia. 


Mervin R. Janssen, Ph.D. Harvard 1953. Integration of capital and labor on cash grail 
markets. 
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Date A. Kxionr, Ph.D. Chicago 1952, Selected agricultural problematic production 
situations. 
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CHESTER E. Peters, Ph.D. Wisconsin 1953, An iio of land use programming in 
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Evererr E. Pererson, Ph.D. Chicago 1952. Administered pricing of fluid milk. 
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substitution in feeding for milk production. 
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B. A. Rocce, Ph.D. Northwestern 1953. Wage policy and the location of industry. 


Warpo S. Rowan, Ph.D. Wisconsin 1953, Marketing and pricing practices in the Georgia 
broiler industry. 


Sotomon SiNcLAm, Ph.D. Minnesota 1953. The role of subsidies in farm mortgage 
credit. 


Vernon L, Sorenson, Ph.D. Minnesota 1953. A study of the nature and cost of govern- 
ment programs affecting potatoes and their impact on inter-market relationships. 


Grorce P. Summers, Ph.D. Minnesota 1953, An economic study of the price support and 
control program for burley tobacco. 
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ARTHUR E. Warner, D.C.S. Indiana 1953. Financing construction of prefabricated houses. 
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Travis W. Mannine, B.S. Oklahoma A. and M. 1949; M.S. 1950. Economic aspects oi 
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ALEXANDER H. Morrison, B.A. Virginia Military Institute 1939. The impact of industriali- 
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over the cycles. 1954. Wisconsin. 
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PREFACE 


* 


‘In the United States today several thousand persons of varied bac 
grounds and interests are serving in capacities in which they are 1 
ferred to as "economists." This number is steadily growing. ln 
vidually, many economists are in positions of great influence. Colle 
tively, they occupy an important place in our society as formulators 
economic ideas, as interpreters of events, as consultants on public a: 
private policy, as administrators, and as teachers. 

In view of the increasing importance of economists in Americ 
. society, it is appropriate that the recognized professional associati 
. in this field, the American Economic Association, should sponsor 
study of the économic profession—a study to provide information : 
the activities of economists and on the recruitment and training 
Tuture members of the profession. . 

"This study was conceived as an outgrowth of an earlier investigati 
: conducted by a committee of the Association ünder the general cha 
manship of Professor Horace Taylor of Columbia University. T 
earlier study, which was confined to education in economics at t 
undergraduate level, resulted in a report, “The Teaching of Und 
graduate Economics,” American Economic Review (Supplement), E 
cember, 1950. As this report was nearing completion, the Executi 
Committee of the Association appointed an ad hoc committee to cc 
sider the feasibility of a study of education in economics at the gradu: 
level. The members of this group were G. L. Bach of the Carne; 
Institute of Technology, Milton Friedman of the University of C 
cago, I. L. Sharfman of the University of Michigan, and J. J. Sper 
ler of Duke University. D. Gale Johnson of the University of C: 
cago served for a time during the absence of Prof. Friedman. This 
hoc committee reported favorably on the project. The Executive co 
. mittee then submitted a proposal to the Rockefeller Foundation fo! 
grant to finance the study. The grant was approved and the prest 
study was undertaken during the academic year 1951-52. 

Under the agreed plan, the Association has served as sponsor a 
publisher of the study, but has not attempted to give official sancti 
to the report or to the recommendations contained therein. The stu 
has been carried on under my direction and I am solely responsible : 
the conclusions and recommendations. 

This is a document based upon observations and facts selected a 
interpreted by one person who spent the greater part of a year thinki 
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about the subject, collecting deta, and talking with interested people. 
It is in no sense a report of a committee or of any broadly representa- 
tive group of economists. However, in the preparation of the report, I 
consulted widely and was influenced by the opinions, judgments, and 
criticisms of many persons—especially the members of the ad hoc 
committee. veld 
The objectives of the study have been to describe the role of 
economists in American life, to survey present practices in the recruit- 
ment and training of economists, to clarify the objectives of graduate 
education in economics, to consider standards, and to offer recommen- 
dations toward improving graduaté training and increasing the use- 
fulness of the profession. These ambitious objectives have not, of 
course, been fully achieved. I hope, however, that a useful beginning 
has been made and that the study will stimulate further and continuing 
discussion of the many issues considered and recommendations offered. 
In general, the recommendations are of a modest sort—looking 
toward gradual evolution rather than sweeping r2form. My observation 
of present practices and trends in the education cf economists has led to 
the view that on the whole a good job is being done, and that revolu- 
tionary changes would not be desirable even ¿f they were possible. 
Present conditions in the education of economists bear little resem- 
blance to those in medical education as reportec by Abraham Flexner 
in his famous and influential report of 1910.7 
I found no examples of shoddy graduate educztion in economics and 
I can make no “shocking” revelations. On the other hand, I. found 
no examples of smug complacency among graduate faculties of 
economics, I was impressed by the prevailing spirit of critical self- 
examination and of earnest endeavor to streng-hen educational pro- 
‘rams, 
There are, of course, substantial differences among the various 
graduate departments of economics not only in their practices, but 
even in their objectives. In view of such differenzes, there was always 
. the temptation to suggest that all departments should conform to one’s 
own conception of the ideal. I have resisted this temptation because 
it has seemed to me that up to a point there is great virtue in diversity | 
and in division of labor, and that to advocate uniformity would be both 
unwise and fruitless. Therefore, I have not attempted to lay down 
rigid standards or to define the content of a “gcod” educational pro- 
gram in great detail. But I have tried to face the question of what 
knowledge and abilities economists should have :n common, and thus 
to consider what is the irreducible minimum in the program of edu- 
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. cation for persons who are to be entitled to call themselves “econc 


mists.” Moreover, my. recommendations are intended as gener: 
suggestions to be applicable in different degrees dnd in different way 
to different departments. My feeling is that each department mus 
interpret these recommendations in the light of its own role, its ow. 
objectives, and its own unique history. 

In defining the scope of economics ior purposes of this study, I hav 
not attempted to differentiate sharply between “economics” and th 
several sub-fields which have splintered off from it and the severa 
disciplines which at some point are tangential to it. I have leane 
toward a broader rather than narrower definition of the field, and hav 
considered explicitly the relationships among the various sub-fields an 
related disciplines. 

Similarly, I have not attempted to distinguish sharply betwee 
those matters which are common to all fields of graduate education an: 
those which are peculiar to economics, I have avoided this partly be 
cause I was unable to make the distinction clearly and partly because 
thought it useful to consider the rules, procedures and standards o 
graduate schools as applied specifically to the field of economics. 

The study is based largely upon three sources: (1) published litera 
ture, (2) questionnaires, and (3) personal interviews. I should add tha 
some of my own experience as student, teacher, and administrator ha 
doubtless found its way into the report. 

The published literature in the field is not large. Useful studies an 
reports on graduate education have been issued by the America 
Council on Education, U. S. Office of Education, Association of Ameri 
can Universities, Social Science Research Council, and. other agencies 
Several professional societies, notably the American Chemical Sc 
ciety and the. American Political Science Association, have issue 
reports based on studies made by their committees. And a considerabl 
volume of research on the demand for and supply of trained professiona 
talent has been in progress at the National Research Council, America: 
Council of Learned Societies, and the Commission on Human Re 
sources and Advanced Training. 

Sepzrate questionnaires were sent to the following classes of re 
spondents: chairmen of graduate departments of economics; pro 
fessors of economics; graduate students who received advanced degree 
in economics in 1939-40 and 1949-50; graduate students in residenc 
in 1952-53; and employers of economists in colleges, government, an 
business. Titles and brief descriptions of the questionnaires and th 
number mailed and returned are shown in the appendix. In the text 
whenever data derived from the questionnaires are presented, th 
source is cited by reference to the schedule number and the number o 
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respondents. The nature of the source can then be ascertained by con- 
sulting the Appendix. 

Since the object of the questionnaires was primarily to obtain 
opinions and judgments from a broad range of institutions and indi- 
viduals rather than to obtain precise quantitative estimates, no attempt 
was made to utilize refined sampling procedures or to adjust the 
results for non-response. The returns from each questionnaire, however, 
were widely dispersed with respect to geographic area, type of institu- 
tion, and specialty of respondent. Moreover, the subjects included in 
the questionnaires were also frequently covered in personal interviews. 
I believe, therefore, that a reliable record of the range and variety of 
opinion and practice has been obtained—even though a precise estimate 
of the prevalence of any given opinion or practice is not always possible. 
Some of the questionnaires were long and difficult. I am deeply indebted 
to the hundreds of economists who expressed their genuine interest in 
the study by filling out the questionnaires so informatively. 

In the course of the study I conducted personal interviews with 250 
professors, heads of departments, and graduate deans at 30 universities 
located in all parts of the country. I regret that I was unable to visit all 
of the institutions (perhaps 135) offering graduate work in economics. 

-I did try to include a cross-sectional sample of the entire group of. 
institutions and also to visit those having unique or unusual features 
in their graduate programs. At every institution which I was privileged 
to visit, faculty members and administrative officials gave unstintingly 
of their time and advice. I also conducted numerous interviews with ` 
government officials, graduate students, former graduate students, 
business economists, and others. 

I regret that I can name only a few of the several hundred persons 
who contributed significantly to this study. I should like to acknowledge 
especially the assistance and advice offered by: Frank H. Knight, John 
H. Williams, Harold A. Innis, and Calvin B. Hoover, the four successive 
Presidents of the American Economic Association who served during 
the period of the study; the members of the executive committee of the 
Association; the members of the ad hoc advisory committee for the 
study; James Washington Bell, the efficient secretary of the Associa- 
tion; and Horace Taylor, chairman of the earlier study on under- 
graduate education in economics. The following persons offered many 
valuable suggestions or reviewed sections of the manuscript: F. M. 
Boddy, Lois S. Bowen, O. H. Brownlee, Malcolm M. Davisscn, Dudley 
Dillard, James S. Earley, J. K. Galbraith, Claude E. Hawley, R. B. 
Heflebower, Walter E. Hoadley, G. V. Lannholm, Mary Lois Lucas, 
John Perry Miller, Paul A. Samuelson, Edward S. Shaw, Carl S. Shoup, 
Elbridge Sibley, J. F. Wellemeyer, Paul Webbink, Dael Wolfle, and 
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David McCord Wright. Invaluable assistance in the analysis of dat: 
and preparation of the manuscript was given by Natalie Horowitz 
Monroe Newman, and Mrs. W. J. Healey. 

A special word of appreciation is due the Rockefeller Foundatior 
for its generous financial support of the project and to Dr. Joseph H 
Willitts of that Foundation who was most helpful in the organizatior 
of the study. 

Williamstown, Massachusetts Howard R. BOWEN 
April 1953 
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Chapter 1 


CONCLUSIONS AND RECOMMENDATIONS ` 


In this chapter I shall try to draw together concisely the princip: 
conclusions and recommendations emerging from the study. In sul 
sequent chapters, these are developed in detail, with supporting dat 
arguments, and qualifications. They are presented here to provide 
convenient summary of the entire study. 

The Profession (Chapters 2 and 3). In the United States toda 
there are perhaps 13,000 persons serving as economists. This is a ver 
rough estimate because there are no well-established criteria for di 
tinguishing economists from others. With various conceivable criteri 
the number might be as low as 4,000 or as high as 20,000. The group « 
persons called “economists” (regardless of how that term is defined 
are a heterogeneous group including persons of widely varied bacl 
grounds and interests. They are employed primarily in higher educ: 
tion, government, and business. Employment in government has i 
creased greatly in recent decades. Employment in private busines 
though still small in the aggregate, is steadily increasing. Today, mar 
departments of economics in private corporations compare favorab. 
—in staff and budgets—with many college and university department 

'The salaries of most economists are within the range of $3,000 : 
$12,000. Limited data suggest that salaries are higher in business ar 
government than in higher education. However, when allowance 
made for the shorter work year of college teachers and for their oppo 
tunity to obtain outside compensation, it is not clear that the differen: 


, À3 marked. 


The market for economists (at prevailirf1 salaries) has for mar 
years been brisk. There is little evidence, that economist$-have e 
countered serious placement dificulty--On-Xthe-other hand, theré ist 
severe “shortage” of economists (at prevailing salary scales), such | 
is reputed to exist for physical scientists and engineers. 

In a recent study of the status of various occupations, as judged | 
a cross-sectional sample of the American public, economists stood w: 
below ail the other learned professions covered by the study. 

Objectives and Standards in Graduate Education (Chapter 4). T 
profession is apparently in rather general agreement on objectives a 
standards for graduate education in economics. There is considerat 
uniformity in the formal standards and objectives operative at vario 
universities. Variations in standards are probably due as much 
differences in quality of students admitted as to any other factor. 
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From the point of view of students, the principal objective of gradu- 
ate study in economics is to prepare for a career. For them it is pro- 
fessional education. Most. students are looking to careers in education, 
government, and business in which technical knowledge of economics 
will be useful. These objectives correspond approximately to the actual 
employment of graduate students after completing their studies. - 

From the point of view of many graduate professors, the principal 
objective is to produce “scholars.” This objective is not regarded, 
however, as inconsistent with the vocational objective of students. 
Most graduate professors and other economists feel that the best 
preparation for professional work in economics consists of education 
oriented toward scholarship. Even though employment opportunities of 
economists are expanding into new fields, their formal education should 
continue to place emphasis on fündamentals and on scholarship. 
Graduate departments of economics should resist any temptation to 
convert into trade schools. This means, among other things, that there 
should be a solid “common core" for all students who are to be awarded ' 
advanced degrees in economics—regardless of their specific career 
objectives. There can be diversity among universities and diversity in 
the programs of individual students at given universities; but this 
should not be at the expense of the basic nucleus of substance and. 
technique which should bind the profession together and which should ` 
enable economists of all types and persudsions to communicate with 
one another. 

Proposed specific standards for the Ph.D. and the master's degree 
are presented in summary. farman, pn .42-52. aud. 60-62 There is no 
need to reproduce themiere. The reader is urged to refer to Whese 
summaries because they-epresent the very heart of this report. 4 

The maste's qégree 5 fallen into fairly low estate at many institu». _ 
tions and sbuld be upgraded. Students may legitimately study educa- 
tional, Zethods or technical specialities within economics as preparation 
Ut specific vocations; but they should not receive the master’s degree 
n economics without completing a basic and relatively non-specialized 
xogram involving substantial knowledge of the field, a thesis or its 
quivalent, and a level of professional competence as an economist. 
[he master’s degree (with a thesis) should be taken by most students 
vho later go on to the doctorate. : — 

- Recruitment and Selection of Students (Chapters 5 and 6). In recent 
years, graduate departments of economics have drawn students Wen 
iverage ability (as measured by tests and college grades) is a 
»qual to the average of all graduate students. The average ability o 
economics students is lower than that of students in some of FUE 
physical sciences and higher than that of students in some of the 
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less “academic” fields such as fine arts, physical education, home 
economics, and social work. While current quantitative demands for 
- economists probably do not justify the recruitment of larger numbers 
into the field, it would be desirable to recruit more students of iin 
quality. 

Students make their decisions to enter graduate study i in economics 
relatively late. Only about a third of those in graduate study had 
decided before their senior years and only two-thirds had decided prior 
to graduation from college. Recruitment is primarily a function of the 
undergraduate colleges. Undergraduate departments of economics 
should help their students become aware of the fact that there is 
a profession of economics and that it offers wide and varied career 
opportunities. Students often have direct acquaintance with law, medi- 
cine, business, agriculture, and even with chemistry, physics, and 
engineering. But they are unlikely to know about economics as a pro- 
fession unless conscious efforts are made to provide information on this 
Subject. Special attention should be given to the counselling of superior 
students who have elected economics as an undergraduate major. 
Graduate departments should have more scholarships for first-year 
graduate students, and they should actively seek out superior talent. 

Because of difficulties in predicting the success of individual students 
in graduate school, and because the pressure on enrollment is usually 
not great, most institutions will be well-advised to adopt a relatively 
lenient admissions policy combined with a rigorous and prompt weeding 
out of unsuitable students. Only at those few institutions at which 
demands for admission exceed reasonable capacity will a rigorous 
admissions policy be indicated. 

. Undergraduate offerings in economics vary widely from one institu. 
tion to another. Moreover, one-third of all graduate students in eco- 
nomics majored in some. ‘other field as undergraduates. Therefore 
graduate students in economics have very uneven backgrounds. As ¢ 
result there is a tendency in graduate departments to assume tha! 
students start their graduate careers with little useable knowledge o: 
economics and with little common experience in other fields. Thi: 
situation is unwholesome. Firm but gradual action should be taken tc 
stiffen substantive admission requirements and prerequisites. 'The pro. 
fession should work toward the formulation of minimal standards foi 
the content of the undergraduate major and toward the requirement: 
of the equivalent of this major for admission to graduate study ir 
economics. An applicant should be prepared at the undergraduate leve 
in at least principles of economics, elementary statistics, money anc 
banking, intermediate economic theory, and in one or two other field: 
of economics. He should have a knowledge of mathematics througl 
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calculus and a rudimentary knowledge of the major concepts of 
accountancy. 

Greater use of tests is recommended in connection with admissions. 
Tests are useful (a) as a basis for deciding on the admission of par- 
ticular students, (b) as a basis for counselling, identifying deficiencies, 
and later appraisal of the student, and (c) as a method of determining 
the quality of an institution’s applicants in comparison with those of 
other institutions. The Aptitude Test and the Advanced Economics 
Test, both parts of the Graduate Record Examinations, are recom- 
mended for this purpose. _ 

A rigorous selection policy after admission would involve: (a) the 
placing of weak students on probationary status, (b) a qualifying ex- 
amination after admission, and (c) use of the master’s degree as a 
major screening device. Present mortality rates are such that out of 
100 students admitted to graduate standing about 40 fail to receive 
the master’s degree or to complete successfully the first year of work. 
A more rigorous selection policy would increase this rate of mortality. 

Content (Chapters 6 and 7). The proliferation of economics in recent 
decades and the introduction of many new techniques has placed in- 
creasing pressure on graduate students. They are asked to assimilate 
an enormous and varied amount of substance in a few graduate years; - 

‘they become so completely preoccupied with technicalities that they 
have little time or energy to acquire the kind of historic, philosophical, 
and institutional breadth which would give them perspective and judg- 
ment. 

A-partial solution to the problem is to require of all students a well- 
balanced “common core” of studies designed to provide a solid base 
for further work in the field. A recommended common core for both 
the master’s degree and Ph.D. is summarized in table 28 on p. 108. 
For the master’s degree, this core includes theory and statistics; for 
the Ph.D., it includes, in addition, economic history, history of eco- 
nomic thought, and research methods. Beyond the common core, stu- _ 
dents should be required to achieve both breadth and specialization. 
Greater attention should be given to achieving a fruitful balance be- 
tween theoretical and empirical studies. 

Research Tools and Verbal Skills (Chapter 8). The important re- 
search tools for economists include foreign languages, mathematics, 
law, accountancy, socio-psychological techniques, historical techniques, 
-and possibly others. No student can be expected to have a useful 
knowledge of all or many of these tools. A doctoral candidate should, 
however, achieve a genuine mastery of at least one of them. The par-: 
ticular tool selected should be relevant to his interests and cbjectives. 
Present foreign language requirements are on the whole unsatisfactory 
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for students of economics. While foreign languages are useful tools for 
economists they are not the only important ones; Students should have 
the options of choosing from among many tools; at the same time, 
whatever tool they select should be mastered. 

All students should have a sufficient orientation in simple mathemati- 
cal ideas, symbols, and mode of thought to. make economic theory and 
statistics readily intelligible. In the long run this knowledge should be 
part of the admissions requirements. More advanced use of mathema- 
tics would be regarded as one of the research tools which the student 
might elect. 

High standards of written and oral communication should be re- 
quired. To develop these skills, students should be given many oppor- 
tunities for speaking, discussing, and writing; and all master's candi- 
dates should prepare theses. 

Training for Research and Teaching (Chapters 9 and 10). Compe- 


"tence in research is one of the major objectives of graduate study— 


regardless of the student's career plans. The first requirement for good 
research training is an environment in which students.have frequent 
contact with an active research program. The graduate department 
of economics should emulate, in spirit and practice, the research en- 
vironment of a scientific laboratory. Students should be drawn into 
research as observers and as participants. An organized research agency 
within the department may be a useful aid in creating a desirable kind 
of research environment. In the research program and in research 
training, a balance between empiricial and theoretical work should be 
maintained. 

The master's thesis is an essential part of research training. Current 
tendencies to devalue or eliminate the thesis should be reversed. Pro- 
fessors should be given time to work more intimately with first-year 
students. Doctoral dissertations should be written mostly in residence 
and should be written in close consultation with one or more professors. 
The scope of the doctoral dissertation should be narrowed to that 
which can be completed at a high standard of quality. i 

Teaching ability is an asset to an economist regardless of his specific 
job. Almost all economists are required to impart knowledge to others 
—whether they are employed in higher education, government, or 
business. It is appropriate, therefore, that most students should develop 
some competence as teachers just as all should be expected to have 
some competence in research. This argues again for similar basic 
training for all students regardless of career objectives. Teacher train- 
ing does not, however, require major alteration of the graduate pro- 
gram. It would be desirable to require or encourage students to gain 
more experience in oral presentation and discussion. Seminars in 
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. college teaching would be useful. Teaching assistantships should be 
transformed into apprenticeships in which the student works under 
careful guidance and assistance, and progresses from less to more 
responsible functions. The efforts of the gracuate department should 
be supplemented by in-service training on the part of institutions 
employing young teachers. 

Time Span of Graduate Study (Chapter 11). The average time in 
residence between the bachelor's and master's degrees is 1.5 years, and 
‘between the bachelor’s and the Ph. D., 3.7 years. The average elapsed 
time between the bachelor's and master’ s is nearly 3.5 years, and be- 
tween the bachelor’s and the Ph.D., 10 years. 

The average period of residence i E not a cause for concern. If any- 
‘thing, it is too short because too many students do substantial amounts 
of their work ix absentia, The average elapsed time, on the other hand, 
is excessive. The long span of years is the resul: of inadequate prepara- 
tion for graduate study, floundering in the choice of a career, inade- 
quate finances, procrastination, and overly-ambitious dissertations. 
The situation could be improved by better and earlier recruitment, 
use of financial assistance to see fewer students through to the degree 
rather than more through only to the preliminary examina-ion, en- 
couragement of students to write dissertations in residence, and disser- 
tation topics of a scope that can be finished in a year or two of intensive 

work. The dissertation should not be thought of as a final scholarly 
` effort of heroic dimensions representing the most advanced work of 
which the student will ever be capable; rather it should be a first major 
effort which, it is hoped, will be succeeded by a long series of later 
research enterprises. 

. The Graduate Department of Economics (Chapter 12). Taere are 
important differences between undergraduate and true graduate work— 
differences in content, in objectives, and in spirit. Therefore, a depart- 
ment of economics which offers graduate work should allot a distin- 
guishable and fairly definite amount of staff-time, courses, funds, and 
facilities to the graduate program. There shauld be an ideatifiable 
graduate department of economics with its own institutional personality 
and its own esprit de corps. The supervision of theses and dissertations 
‘should be regarded as part of the regular teaching load of staff mem- 
bers, 5 or 6 theses to be counted as the equivalent of one course. The 
staff should contain a sufficient number of well-known and distinguished 
scholars to give the department status in the eyes of the profession. 
The staff should have diversity with respect to special fields, theoretical 
vs. empirical interests, scientific vs. policy interests, and academic vs. 
practical experience. To achieve adequate diversity would require a 
graduate staff of no less than 6 or 8 persons. There are both educational 
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and financial advantages in a sizeable student body. The best environ- 
ment for graduate study, other things equal, is one in which the number 
of students exceeds perhaps 40. Most institutions have too few stu- 
dents for most effective work. 

In recent years, teaching and research in economics have been subject 
to radical administrative fragmentation. Many new institutes, bureaus, 
schools, etc., have been created in which economics is a major field of 
interest. This movement has been the result of a variety of powerful 
forces, among them, the proliferation of economics into numerous 
specialties, the need for interdisciplinary approaches to new scientific 
end practical problems, the influence of pressure groups, and the effort 
to attract new money. On the whole, the consequences of this fragmen- 
tation have been undesirable. It has led to uneven development of the 
field, it has impeded communication among various specialists, it has 
Jed to narrowed training, and it has sometimes led to unwholesome rela- 
tions with interest groups. It is not expected that the clock can be 
turned back, and all of these new agencies restored to the economics 
department. But a fresh examination of the situation is called for, 
and further fragmentation should be entered into with great caution. 
Efforts should be made to coordinate the various units interested in 
economics and to facilitate communication among them. 

How might existing departments be encouraged to improve, and 
unqualified departments encouraged to discontinue graduate work or 
not to enter it? Several possible answers were considered. Accreditation 
by an outside agency is one possibility. This was not recommended. 
Another more promising possibility is for each department to subject 
itself, at least once every five years, to examination by a visiting 
committee of qualified outside members of the profession. Such a 
committee should be appointed by an outside agency such as the 
American Economic Association. Its report should be confidential for 
the use of the department and the general administration of the uni- 
versity. The expenses of the visiting committee should be borne by the 
university. 

Instructional Methods (Chapter 13). In most departments graduate 
teaching does not differ significantly from undergraduate teaching. 
This is due partly to the uneven undergraduate preparation of the 
students. The result is that students do not achieve the intellectual 
independence and maturity that should be a major purpose of graduate 
education. Improvement might come through stricter requirements, 
greater reliance or seminars, workshops, cases, and problems. In short, 
there should be more creative activity for students as distinct from 
passive reading and listening. More attention could be given to pro- 
viding awards and other incentives for distinguished work. Examina- 
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tion procedures could be improved. One possibility in this connec- ` 
tion would be the use of standardized national examinations as part 
of the basis on which students would be judged. Such examinations, 
while they should not be the sole basis of evaluating students, would 
have the advantage of enabling each institution to compare its stu- 
dents with those of other universities, and thus to achieve somewhat 
more objective standards. The American Economic Association might 
take leadership in developing such examination procedures. 

Graduate Study in Economics: a National View (Chapter 14). About 
135 institutions in the United States and Canada offer and sometimes 
give graduate work in economics, Of these, about 70 award both the 
master’s degree and the Ph.D., and 65 give only the master’s degree. 
In 1951-52, these institutions had a combined graduate enrollment of 
roughly 3,000 students: During recent years they have awarded about 
800 master’s degrees and 200 to 400 Ph.D.’s per year. A large part of 
the graduate work is concentrated in a few institutions. Ten institutions 
award 60 percent of the Ph.D.’s and ten award 43 percent of the 
master’s degrees. Only 6 institutions awarded 10 or more Ph.D’s per 
year during the post-war period, and only 10 institutions awarded more 
than 20 master’s degrees in 1950-51. The great bulk of institutions in 
the graduate field are awarding advanced degrees to only a handful 
of students. 

Graduate departments of economics show little tendency to cooperate 
or to specialize. Each runs a relatively independent “show” and each 
tries to cover a broad range of specialties. l 

It is possible that special facilities in Washington and. New York 
for the training of economists would be useful to supplement the 
facilities offered by universities. The Brookings Institution and the 
National Bureau of Economic Research might provide these facilities. 

There are possibilities of improving the “adult education” of econo- 
mists. For example, sabbatical leaves should be available for all 
economists, including those employed in colleges, business, and govern- 
ment; a few leading universities might provide short courses or ex- 
tended conferences intended primarily for college teachers of eco- 
nomics; the American Economic Association might supplement the 
annual meeting with smaller and more extended conferences on special- 
ized subjects. 


Chapter 2 


THE PROFESSION 


The several thousand persons who are serving professionally as 
economists in the United States today are a heterogeneous group 
whose common distinguishing characteristics are by no means obvious. 
They have had widely varied education ranging from no formal study 
in economics to post-doctoral study in the field. They serve different 
classes of employers, among them, governmental agencies, educational 
institutions, research organizations, private business firms, and labor 
unions. A few are self-employed as private consultants or iree-lance 
writers and lecturers. They perform a variety of functions: teaching, 
research, consulting, administration, writing, and lecturing. Often 
several of these functions are combined in a single person, and fre- 
quently individuals shift from one to another of these functions at 
various points in their careers, “success” often leading to administra- 
tive functions. Their professional interests cover a wide range of subject 
matter. Economists can be found whose interests border on history, 
ethics, or social psychology; others are interested in topics verging on 
statistical method or pure mathematics. Some are interested in the 
cóllection and interpretation of data; others confine themselves largely 
to theoretical studies. Some are concerned with detailed analyses of 
particular industries; others develop comprehensive theories of general 
equilibrium or sweeping studies of world economic development. Econo- 
mists also differ in their views of their professional functions, in their 
conception of the scope and method of economics, and in the basic 
premises upon which they build their theoretical conclusions and their 
policy recommendations. 

In a group so heterogeneous, one may easily question whether 
characteristics can be found to identify economists or to distinguish 
them from other professional groups. Apparently, the one common 
element is that all have (or profess to have) interest in and knowledge 
of some aspect of "that part of individual and social action which is 
most closely connected with the attainment and with the use of the 
material requisites of wellbeing." 

* Alfred Mazshall, Principles of Economics, 8 ed., London, 1920, p. 1. Marshall’s famous 
definition is apparently unsurpassed as a description of the field of interest of those who 
are called “economists.” Compare “The Profession of Economist," in The 1948 Directory 


of the American Economic Association, American Economic Review (supplement), Jan. 
1949, pp. 341-3. 
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As would be expected in so diverse a group, economists have not 
developed a tight professional organization which attempts to define 
criteria for admission or to regulate the professional activities of its 
members. The American Economic Association and other organizations 
in the field have virtually no requirements for membership beyond 
perfunctory endorsement of the individual applicant by one or more 
members. No licenses or examinations are required for setting oneself 
up as an “economist.” All one needs is to find a job—or a clientele. 
This is often done with a minimum of formal education in economics. 
Many economists—especially in business, government, or free-lance. 
activities—have acquired their professional knowledge and skills 
through individual study or through serving a kind of apprenticeship 
to more experienced persons. 


TABLE 1.—EMPLOYMENT Or PERSONS WITH ADVANCED DEGREES IN ECONOMICS 








Private agencies 

















Higher Other Public ee UL Un- 
Total | educa- | educa- azonda Eco- Oth khown 
tion tion | 98 Total | nomic er 
work work 

Employment in 1940 of 845 per- 

sons who received the Ph.D., 

1930-405 100% | 61% 1% | 23% 8% | — — 7%% 
Employment in 1952 of 45 per- à 

sons who received the Ph.D., 

1939-405 100 67 — 22 11 7 4 — 
Employment in 1952 of 119 per- 

sons who received the Ph.D., ] 

1949-50» 100 71 2 18 7 5 2 2 
Employment in 1950 of 106 per- 

*sons who received the Ph.D., 

from Columbia, 1931-50° 100 59 -— 18 23 17 6 — 
Employment in 1950 of 75 per- 

sous who passed orals at Co- ( 

lumbia, 1931-50° 100 53 -— 21 26 23 3 = 
Employment in 1950 of 196 per- 

sons who received master’s de- 

grees from Columbia, 1931-50° 100 29 — 24 47 26 21 — 
Employment in 1952 of 54 per- 

sons who received master's de- 

grees, 1939-40 and 1949-50 100 25 4 20 38 7 31 13 














a E, V. Hollis, Toward Improting Ph.D. Programs, American Council on Education, Washington, 1945, pp. 86-7. 
Includes degrees conferred by 48 institutions. f 

b Data from Schedule X. 

9 J. W. Angell, Oceupations and Salaries of Former Graduate Students in Economics at Columbia University (mimeo- 
graphed), June 20, 1951. 

d Includes 2% not gainfully employed. 
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Employment and Functions of Economists 


Table 1 presents a compilation of data from several sources indi- 
cating the employment of persons who hold advanced degrees in eco- 
nomics. Although the data from the several sources are not entirely 
consistent, they indicate that roughly two-thirds of the Ph.D.’s and 
one-fourth of the masters are employed in higher education and that 
one-fifth to one-fourth of both groups are in public agencies. 

Table 2 indicates the distribution of employment and of duties in 
1940 of 845 persons who received the Ph.D. in economics in the decade 
1930-31 to 1939-40, and of 22,509 persons who received the Ph.D. in all 
fields during the same period. Table 2 indicates that the percentage of 
Ph.D. economists in higher education is about the same as that for 
all fields combined; that relatively more economists are found in 
public agencies and fewer in private agencies; that the duties of 
economists lie largely in teaching, research, and administration; and 
that these duties are distributed in much the same way as those of the 
whole population of Ph.D's. 


TABLE 2.—EMPLOYMENT AND Duxrzs IN 1940 or Persons WHO 
RECEIVED THE Pn.D., 1930-31 to 1939-408 





: All fields 
Economics combined 
Employment: 

. Higher education, total 61% 60% 
Universities 23 
Colleges 32 
University and college 
Junior College 

Other education 

Public agencies 

Private agencies 

Employment status unknown 
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`a E. V. Hollis, op. cit., pp. 65, 74-5, 86-7. ` 
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Academic Economists 


The traditional home base of economists has been the college or 
university. Economists who are attached to institutions of higher edu- 
cation commonly engage in a variety of activities. Their undergraduate 
‘teaching and textbook writing is an important part of liberal education, 
citizenship training, and training for business. Their graduate teaching 
helps to produce a flow of newly-trained economists for whom there is 
apparently a steady and insistent demand. Many of them engage in 
writing, public speaking, “extension” courses, and other adult educa- 
tional activities in which they help to create broader understanding 
of economic affairs. Through their research work, they are an important 
source of data concerning economic life and they are a major source 
of theories, ideas, and proposals relating directly or indirectly tə- 
public policy. Finally, many of them are in demand by government and 
private organizations as part time consultants on specific questions of : 
policy or administration. 

According to a recent compilation, 4,003 persons are engaged ex- 
clusively ih teaching economics in universities and colleges of the 
United States, another 1,085 persons are teaching economics and other 
social sciences and 887 are teaching the social sciences “in general."* 
These figures suggest that perhaps 4,000 to 6,000 economists—the pre- 
cise number depending on one's definitions—are employed in institu- 
tions of higher education. 

Graduate work in economics is generally regarded as an essential 
part of the training of academic economists, and the Ph.D. is often 
considered necessary either at the time an economist begins his aca- 
demic work or within a few years. In one of the questionnaires, aca- 
demic employers of economists (chairmen of departments of economics 
in institutions zo£ giving graduate work in economics) were queried 
about the essentiality of the Ph.D. for prospective college teachers of 
economics. They responded as follows:? 


: Per cent 

Essential or highly desirable — 55 
Not essential per se, but necessary as a union card 19 
Desirable but not essential 15 
Not essential 6 
Depends 2 
No answer 3 

"Total 100 


? James Washington Bell, *Report of the Secretary," American Economic Review (supple- 
ment), May 1951, p. 769. 
* Schedule XI: 89 respondents. 
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It is clear that the great majority of these academic employers look 
with favor upon the Ph.D., although only a little more than half were 
willing to say that the Ph.D. is “essential or highly desirable.” Most of 
those who were dubious about the Ph.D. questioned not the amount 
of graduate training but rather the suitability of the regimen leading 
to the Ph.D. for the training of college teachers. 


Government. Economists 


The presence of economists in government is a relatively new 
phenomenon. As late as 1896, no persons were listed in the Federal 
Civil Service as “economists” and only 87 persons as statisticians. The 
word “economic” appeared in the Civil Service list for that year only 
with reference to an “economic ornithologist.’* By 1931 there were 
about 600 persons classified as economists. 

A study published in 1941 reported 5,050 economists in the Federal 
government as of December 31, 1938 of whom 1,950 were agricultural 
economists. 

All of the above figures are estimates, and there are no precise data 
on the number of economists in the Federal government today. Figures 
indicating generally the numbers in executive agencies of the govern- 
ment are presented in table 3. The table probably does not include all 
civil service classifications in which some economists are to be found, 
but includes most of those in which there are significant numbers of 
economists. Economists are also employed in small numbers in the 
legislative branch of the federal government, in professional capacities 
within the armed services, and in state and local governments. Alto- 
gether, there are probably between 4,000 and 8,000 economists em- 
ployed in governmental service. 

'The duties of economists in government as T in a memorandum 
prepared by the Civil Service Commission are “to advise on; adminis- 
ter, or perform professional and scientific work in economics including 
the investigation, study, analysis, and interpretation of economic 
factors and conditions; advisory, consultative, or promotional activities 
related to economic problems; or the formulation, negotiation, and 
execution of economic policy." The same memorandum distinguishes 
positions as economists from “those requiring a knowledge of particular 
industries or commodities, but not requiring a knowledge of the basic 

*L. D, White, “New Opportunities for Economists and Statisticians in Federal Employ- 
ment," American Economic Review (supplement), March 1937, pp. 210-13. 

* Ibid., p. 210. i 

* Monthly Labor Review, Jan. 1941, p. 83. 

* Unpublished draft “Introduction to Economic Series.” 
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TABLE 3.—ECONOMISTS IN EXECUTIVE AGENCIES OF THE 
FEDERAL GOVERNMENT, JUNE 30, 1951* 











Number 
Professional classifications in whicb all incumbents are presumably | 
economists: 
general economics : 208 
business economics 1,219 
international trade and development economics 392 
fiscal and financial economics 217 
transportation economics 2o 134 ' 
labor economics 462 
agricultural economics 588 
forest economics È 41 
Total 3,261 
Professional classifications in which an unspecified portion of incum- 
bents are economists: 
social science ` i 473 
foreign affairs 1,136 
international relations ` 210 
intelligence research 336 
military intelligence research 894 
statistics 2,038 
Total : 5,087 
Non-professional classifications in which an unspecified portion of in- 
cumbents are economists: 
business analyst 2,450 
agricultural marketing specialist i 578 
industrial specialist : 4,009 
commodity-industry analyst 1,655 
Total 8,692 


* Data on professional occupations from: U. S. Civil Service Commission, “Full-time Em- 
ployees of Federal Executive Agencies in Professional Occupations," mimeographed release, 
1952; other data supplied by Mr. Calvin P. Deal of the Commission. 
principles and theories of economics or the ability to analyze a variety 
of economic interrelationships and to forecast the potential effects of 
developments in these industries or commodities on the economy as a 
whole." The memorandum then states that the “economist is respon- 
sible for applying basic economic theory, relating the problems involved 
to a broad economic context, and interpreting specific developments in 
terms of their significance to the economy as a whole as vell as to a 
particular industry." More specifically, government economists serve 
as compilers of basic economic data, as scholars engaged in the formu- 
lation of basic theories and ideas, as consultants on questions of policy 
and administration, and as responsible administrators of public agencies 


< 


M 
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and programs. Almost always, in connection with these tasks, they 
perform educational functions in their daily contacts with their non- 
professional colleagues. 

The Federal Civil Service designates the following special fields: 


.agricultural economics, business economics, fiscal and financial eco- ` 


nomics, forest economics, general economics, international trade and 
development economics, labor economics and transportation economics. 
In addition to these major classifications many other positions or sub- 
classifications, filled by persons designated as economists, are actually 
found in the Civil Service? And many positions not designated for 
economists actually require professional competence in that field, and 
are filled by trained economists. 

The minimum requirement for entry into the Federal Civil Service 
as an economist is “the kind of training in the basic principles and. 
theories of economics which can be gained through a major in economics 
culminating in graduation from a recognized.college or university, or 
training equivalent in type, scope, and thoroughness."? In short, it is 
a frequent practice to accept persons into the Civil Service as junior 
professional assistants in economics who have only a bachelor's degree 
in economics or its equivalent. Such persons are able, if competent, to 
rise to high grades in the Civil Service without formal graduate educa- 
tion. Advancement becomes possible on the basis of experience and 
demonstrated ability. Graduate study can be used to a limited extent 
as a substitute for experience, but graduate study is not a formal 
requirement for any professional position in economics, and economists 
without formal graduate training are to be found at all levels in the 
Federal Civil Service. : 

A majority of the 22 supervisors of economists in the Federal 
government who responded to my questionnaires favored graduate 
study in the preparation of Federal economists. But they were not 
unanimous inthis and. they differed considerably on the amount of 
graduate study which they thought useful. When asked whether the 
Ph.D. is essential for persons who are expecting to reach the higher 
positions as economists in the Federal government, their answers 
were:*° 


Among them are: land economists, city planning economists, housing economists, 
mineral economists, reclamation economists, Federal works economists, rural population 
economists, urban population economists, natural resources economists, fisheries economists, 
fish and wildlife economists, power economists, public health economists, public utilities 
economists, air transport economists, price economists, and manpower economists. 

“Unpublished draft of Civil Service Memoranda “Introduction to Economic Series,”. 
op. cit. 

? Schedule XII: 22 respondents. 
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Yes 23% 
Desirable but not essential . 46 
No 27 
No answer : 4 
Total : 100 


But most of those who were negative or doubtful about the Ph.D. 
indicated that they favored at least some graduate study for most 
high-level government economists, and no respondent expressed opposi- 
tion to graduate study. 

The supervisors of economists were then asked whether formal 
graduate training in economics is essential for persons who are expect- 
ing to serve in the lower grades as economists for the Federal govern- 
ment. To this question, their answers were: 


Yes 64% 
Desirable but not essential 14 
No f 18 
No answer 4 
Total . 100 


Those answering “yes” indicated unanimously that at least one year 
of graduate study or a master’s degree was desirable, and of those 
answering “no,” a few thought that the bachelor’s degree or the 
bachelor’s plus some “special courses” or “some graduate work” 
would suffice. 

The conclusion emerges that most of this group of supervisors of 
economists in the Federal government regard some graduate. study in 
economics as desirable for Federal economists at all levels, but that 
only a minority (23 percent) state unqualifiedly that the Ph.D. is 
essential even for positions of the higher grades." 

In some quarters there have been questions about the adequacy of 
the formal graduate training of many economists in the Federal govern- 
' ment. A Committee of the American Economic Association on Econo- 
mists in the Public Service, of which Professor Morris A. Copeland 
was chairman, indicated in 1946 their concern with what they viewed 
as an "upward trend in the proportion of government economists with 
little or no graduate training in economics.'?? This group recommended 
that in the selection of economists of the grade P4 (G.S.11) and above, 
the requirements should be amended to include the following: *(a) The 
candidate should be required to establish that he has done a substantial 


"This conclusion agrees with that reached by a sub-committee under the chairmanship 
of Professor Ben W. Lewis in 1950. See “The Teaching of Undergraduate Economics,” 
American Economic Review (supplement), Dec. 1950, pp. 125-6. 

12 «Report of Committee on Economists in the Public Service," American Economic Re- 
view (supplement), March 1946, p. 913. . 
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piece of competent, independent economic research, the results of 
which are set forth in a written report a copy of which is permanently 
on file with the Commission or in a library approved by the Commission 
for the purpose; (b) the candidate should be required to establish 
that he is professionally, competently conversant with the current 
status of work in two broad phases of economics other than the phase 
of economics with which his qualifying independent research is con- 
cerned.”** This proposal which would require the Ph.D. or nearly its 
equivalent for economists of higher grades, would significantly stiffen 
the requirements and doubtless block the promotion of many persons 
who might otherwise reach the higher grades under present regulations. 

The Copeland Committee recognized, however, that the Federal 
government now relies, and will doubtless continue to rely, to a large 
extent on economists who have received a major share of their training 
on the job and who have not had substantial graduate study. 'T'herefore, 
they: recommended improvement in the quality of the experience 
and training which these economists receive on the job or concurrently 
with their work. Although the committee did not specify all the devices 
by which this could be accomplished, it is easy to suggest several 
possibilities: attendance at courses in universities or at seminars and 
classes provided by employing agencies;** in-service training for 
specific jobs; rotation of jobs so that the individual acquires a broad 
experience; ? and leaves of absence for study or for practical experience 
in business, labor unions; etc. Two additional suggestions (in which 
I strongly concur) have frequently been made. First, that government 
economists should occasionally have the opportunity to teach or to 
engage in pure research in close contact with university economists. 
Second, that government economists should be permitted refresher 
periods, free from routine duties, similar to-the academic sabbatical 
leave. In this connection, a great opportunity exists for leading uni- 
versities to provide fellowships or temporary teaching appointments to 
career economists in the Federal government. The highly successful 
Niemann Fellowships for journalists at Harvard University suggests 
the possibilities. 
Business Economists 


One of the newer and more rapidly growing professional opportu- 
nities for economists is in business corporations. Although a few econo- 


? Ibid., p. 916. 
“ The graduate school of the U. S. Department of Agriculture is an outstanding example. 
“The tendency of many economists in Washington to move about from one agency to 


another helps to produce this result, and may actually be advantageous to the service, on 
balance. 


Y Ibid., p. 915-917, See also, L. M. Short, Personnel Problems Affecting Social Scientists 
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mists have been so employed for many years, the numbers have 
undoubtedly multiplied in the past two decades. I should guess, on the 
basis of various fragments of data, that there may be as many as 600 
persons serving today as professional economists in American business 
firms." Because little information has been published on the role of 
business economists, I shall discuss this subject in some detail.® 

My questionnaires to the heads of economics departments in leading 
business concerns yielded replies from 49 firms including 27 industrial 
concerns, 13 banks and insurance companies, 4 public utilities, 1 de- 
partment store, and 4 other companies. Of the 49 respondents 9 carried 
the title of vice-president or partner, 2 were called “assistant to” the 
chairman or president, 16 had the title of director of research or equiva- 
lent, 15 were labelled “economists,” and the remaining 7 had miscel- 
laneous titles. The number of persons employed in the economics de- 
partments of the reporting firms is shown in table 4. The number of 
professional economists varied from 1 to 15 with the median at 3, the 
total number of assistants varied from 1 to 37 with the median at 5, 
and the total-employment from 1 to 50 with the median at 8, Evidently, 
the economics departments of many corporations are substantially 
equal, in number of employees, to the economics departments of many 
colleges and universities. 

The economics departments of the reporting companies were found 
to be highly placed in the corporate hierarchies. Of the 41 departments 
giving information on this subject, about half reported directly to the 
president or chairman, and half reported to a vice-president or con- 
troller. 

The reporting business economists indicated that they (or their 
departments) are ordinarily concerned with a wide range of subjects. 
The subjects mentioned most frequently were general domestic business 
conditions, markets and prices of the firm’s products, governmental 
policies, problems relating to money and capital markets, economic 
conditions in foreign countries, and capital budgets. 

The work of the business economics departments is actuated by a 


“The average number of economists in the firms reporting for this study was 4 (see 
table 4). If as many as 150 companies should have economics departments of the size of 
those in the sample, as seems likely, the number 600 would be a reasonable minimum. If 
many persons in market research activities were to be classd as economists, this number 
would be considerably higher. . 

For other discussions of the functions and role of business economists, see: National 
Resources Planning Board, Research —A National Resource, Vol. III, “Business Research," 
Washington, June 1941; Francis C. Jones, “The Role of an Economist in Private Industry,” 
Michigan Business Review, March 1950, pp. 6-9; Committee on Economic Policy, U. S. 
Chamber of Commerce, Business Management and Economic Analysis, Washington, 1947; 
Business Weck, Jan. 10, 1953, pp. 134-46. 
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. TABLE 4.—PROFESSIONAL ECONOMISTS AND THEIR ASSISTANTS 
IN REPORTING Business FIRMS^ 


Total number 





Number of : 
professional | Number of esie Number of ks Lead aed Number of 
oe firms employed? firms assistants firms 
. employe employed 
1 12 1 6 1 0 
2 9 2 2 2 5 
3 7 3 7 3 1 
4«6 7 46 9 4-6 9 
7-9 3 7-9 3 7-9 8 
10-14 4 10-14 5 10-14 5 
15-19 2 15-19 6 15-19 4 
20 & over 0 20 & over 5 20 & over 11 
unknown 5 unknown 6 unknown a 6 
Total 49 Total 49 Total 49 


* Schedule VIII: 49 respondents. 

b The term “professional economist" refers to “persons doing work for which a knowledge 
of economics at the professional level is a principal requirement." 

* The term “assistant” is defined to include “assistants, clerks, interviewers, stenographers, 
etc." 


wide range of objectives. Virtually all of the respondents consider 
that one of their main purposes is to provide information and judgments 
relative to specific managerial policies and decisions. And nearly all 
of them reported that they felt that important managerial decisions are 
sometimes influenced by the studies, analyses, and recommendations 
of the economic staff. But almost all of them also reported that they | 
had other objectives—the most important being education of company 
officials and the business community on economic and public affairs. 
Of 36 respondents, 32 indicated that they felt that the work of the 
economic staff helps management to understand the broad economic 
and social implications of its decisions, and that management is thereby 


` assisted in discharging its public responsibilities. A substantial number 


considered that their functions also include educational tasks associated 
with public relations and with the influencing of public policy. 

In communicating the results of their studies and investigations, 
the economics departments of business firms utilize a variety of tech- 


‘niques. The more frequent and more important methods are the prepa- 


ration of memoranda and publications for distribution within the 


. company and conferences with company officials. Many of them, how- 


ever, communicate with outside groups by means of publications and 
addresses, and with public officials through the briefs and testimony 


they help to prepare and through personal conferences. 
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In education and experience, the 49 responding business economists 
are a varied group. On the basis of their personal histories it would be 
difficult to generalize regarding the kind of education that is suitable for 
business economists or that prepares for this type of work. In education 
they ranged from no college work whatever, or college work in a field 
outside economics, to the Ph.D. in economics. Only a little more than 
- half had taken any graduate work in economics or business administra- 
tion. Only a fifth had received the Ph.D. in economics—though 3 more 
held the Ph.D. in mathematics of sociology. More than a third gave no 
indication that they had had any formal training, either at the under- 
graduate or graduate level, with economics as a major, though some 
of these may have studied economics as a minor field. 

The relative lack of formal graduate education was apparently offset 
by a wide and diversified experience. All but a handful indicated that 
they had had experience in college teaching, government, or business 
operations, and 57 percent indicated experience in two or more of 
these activities. Vet only à few of the respondents indicated that they 
had had experience with their present companies in jobs other than 
research. Evidently, then, most business economists have been recruited 
from outside their companies after they have had a fairly wide experi- 
ence in college teaching, government, or business. Apparently, formal 
academic training in economics has not been a major factor in the 
selection of these persons. 

More light on the academic preparation of business economists is 
provided by data on the educational backgrounds of the professional 
economists employed as subordinate staff members in the economics 
departments of reporting companies. Almost all of the subordinate . 
staff members have had some academic work in economics, and more 
. than three-quarters of them have had some graduate work in economics. 
That the subordinate staff members as a group have had relatively 
more academic training in economics than the heads of tne economic 
departments is at first surprising. It is to be explained, I think, by 
several factors: (a) senior business economists are on the whole older 
. than the subordinate staff members and received their formal education 
when graduate work was less common than today; (b) they were 
recruited for their all-around judgment and their ability to work with 
top management rather than for their technical training in economics; 
(c) positions in business have until recent years been regarded with 
some suspicion by academic economists; and (d) graduate study does 
not carry the same prestige in business circles as in the academic world. 
Most of the subordinate staff members, on the other hand, have been 
recruited in recent years when a large supply of academically trained 
economists has been available. This supply has been the obvious source 
nf talent far staffine the evawine econamics denartments of the large 
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companies, particularly as it has been recognized that the techniques 
and judgments of the academically trained economist can be put to 
effective use in business management. It seems likely that more of the 
top business economists of the future will have had substantial aca- 
demic training. N 

Another indication of the attitudes in business toward the training 
of economists comes from the responses of business economists on the 
question of whether the Ph.D. is essential for persons who are expect- 
ing to enter careers as economists in business and who hope to reach 


top positions. 
The answers were:;!? 

Yes 33% 

Desirable but not essential 18 

Doubtful 4 

No 31 

No answer 14 
Total 100 


However, almost all of those who were negative or doubtful regarding 
the Ph.D. thought that some graduate work in economics is essential. 
A third of this group considered the master’s degree to be sufficient 
and the remainder felt that only. some specialized graduate work in 
particular areas is needed. When asked their opinion as to whether 
formal graduate training in economics is “essential or highly desirable” 
for subordinate members of economics staffs in business firms, nearly 
all expressed judgments favorable to graduate study though only one 
respondent ielt that subordinate professional staff members should have 
the Ph.D. 

'The conclusions from the data and judgments regarding graduate 
education of business economists are: (1) that the majority of top 
business economists have not had very much formal graduate training 
in economics, but that most of them favor substantial graduate training 
for their successors; (2) that a majority of subordinate professional 
economists in business have had considerable graduate work in eco- 
. nomics and most of their superiors believe that they should have at 
least a year or two of graduate study. 

Just as business enterprises have been developing economics depart- 
ments in recent decades so labor unions have been organizing research 
and educational divisions employing substantial numbers of economists. 
Not only the American Federation of Labor, the Congress of Industrial 
Organizations, and other major labor organizations have. developed 
research and educational staffs with professional economists but also 
many of their affiliates and independent unions have also found places 


? Schedule VIII: 49 respondents. 
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for professional economists. A recent study reveals that research 
departments are found in 51 of 107 A.F. of L. affiliates, and iu 28 of 
69 independent unions." In most of these, the research departments are 
separate from education departments, though in some the two functions 
are combined. The number of professional research personnel varies 
from 1 to 20 or more in these unions." 

Another growing employment for economists is in private corsulting 
firms which serve a clientele consisting chiefly of business, labor unions, 
and foreign governments, Consulting economists on the whole perform 
functions similar to those of economists who are actually in the 
employ of these organizations. 

The combined number of economists in business, labor, and private 
consulting firms may be somewhere between 1,000 and 1,500. This is, 
however, no more than a very rough guess. 


Note on the Number of Economists in the United States 


The question is frequently asked: How many economists aze there 
in the United States? The answer depends, of course, on how one 
defines “economist.” For example, one might define it in terms of 
formal education, and thus include only those who hold the Ph.D. in 
economics, or perhaps those who hold at least a master's degree in the 
field. Or one might define it in terms of functions performed, znd thus 
attempt to count the persons qualified to hold jobs in which t3e work 
of an “economist” is performed, Or one might define it in terms of the 
titles assigned to persons or positions, and thus include anyone who is 
called an “economist.” I have felt that in a profession as indefinite and 
as loosely-organized as economics, no purpose would be se:ved by 
formulating an arbitrary definition of “economist,” and then attempting 
to estimate the number of persons who would fit this definition. I have, 
however, collected a few fragmentary figures which indicate the approx- 
imate orders of magnitude. 

In the preceding sections of this chapter, I have made very rough 
estimates of the number of economists in the three principal types of 


employment as follows: 
Minimum Maximum 





College and university 4,000 6,000 
Government 4,000 8,000 
Business and other 1,000 1,500 

Total 9,000 15,500 


? J. B. S. Hardman and M. F. Neufeld, The House of Labor: Internal Oferations of 
American Unions, New York, 1951, p. 230. 

7 bid., p. 230. For a discussion of the educational and communications ectivities of 
unions, see pp. 171-225 and 419-82. 
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In 1952, there were 7,267 members of the American Economic 
Association.”* This figure doubtless includes persons who would not be 
regarded as economists under any reasonable criteria and certainly 
fails to include persons who would unquestionably qualify as econo- 
mists. For example, a check of the records of the Association revealed 
that only 71 of 141 individuals who received the Ph.D. in 1939-40, and 
159 of 391 who received the Ph.D. in 1949-50 were members of the 
Association in 1952. And among economists who do not hold the 
Ph.D., the proportion of non-membership is probably relatively higher. 
I would judge, therefore, that the membership of the Association 
grossly understates the number of economists in this country. 

Another figure comes from the registration of economists by the 
National Roster of Scientific and Specialized Personnel. This organiza- 
tion reported the following numbers of registrants as of December 31, 
1945:*8 


with the Ph.D. 1,642 
with master’s degrees 1,923 
with bachelor’s degrees 3,133 
without degrees 651 

Total 7,349 


These figures almost certainly understate the number of economists. 
For example, there were almost surely more living persons holding 
the Ph.D. in economics in 1945** than the 1,642 who were registered. 
The registration of persons with master’s degrees was probably even 
less complete. 

Another approach to the problem of deriving the approximate 
number of economists is (1) to estimate the number of living persons 
who have been awarded advanced degrees in economics and (2) to 
estimate the number of these persons who are serving in capacities for 
which professional knowledge of the field is essential. During the 
period from 1910 to 1952, American universities awarded about 4,900 
Ph.D.’s and about 19,000 master’s degrees in economics. (The figure 
for the Ph.D.’s is fairly reliable but for the master’s degrees very 
rough.) Most of those who received the doctorate during this period 
also received master’s degrees. Therefore, to avoid double-counting and 
to obtain the number of those for whom the master’s was the highest 
degree, the total number of master’s degrees should be reduced by 


* American Economic Association, Information Booklet, 1953, p. 14. 

5 James Washington Bell “Report of the Secretary," American Economic Review 
(supplement), May 1951, p. 769. 

* About 3100 Ph.D’s in economics were awarded between 1910 and 1945. Allowing for 
mortality, emigration, immigration, etc., it seems probable that the number of Ph.D.’s 
living in the United States was not less than 2,500 in 1945. 
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4,900. This leaves about 14,000 persons who received master's degrees 
during the period but who did not receive doctorates. 

During the period from 1910 some mortality has occurred; however, 
it has probably been small because the great bulk of the degrees were 
awarded within the past 30 years, and more than half since 1940. 
Assuming a mortality of one-fifth, this would leave about 4,000 sur- 
viving Ph.D.'s and 11,000 surviving masters. 

Some of the recipients of degrees were foreign citizens and now 
live abroad; others may have emigrated to other countries. On the ` 
other hand some individuals with degrees in economics from foreign 

. universities have migrated to this country. The net effect of this migra- 
tion is unknown; I have assumed that the two movements have been 
counterbalancing. 

These calculations would suggest that there are about 15,000 living 
persons in the United States who hold advanced degrees in economics. 
Some holders of advanced degrees, however, do not pursue economics 
as a profession. Therefore, if we count as economists only those who 
have advanced degrees and who follow the profession, another reduc- 
tion in the number is necessary. Table 1 (p. 10) indicates that the 
great majority, perhaps 95 percent, of Ph.D.’s are employed in higher 
education, in public agencies, and in economic work within private 
agencies. These are the types of employment in which they are likely 
to be serving as professional economists. I have assumed, then, that 
about 95 percent of the living holders of the Ph.D. in economics are 
professional “economists.” These are estimated, then, at 3,800 (95 per- 
cent of 4,000). 

Similar data for those with master's degrees (table 1) indicate that 
from two-thirds to four-fifths are employed in higher education, public 
agencies, and economic work within private agencies. On the other 
hand, almost all of those who passed the oral examinations but did not 
complete the Ph.D. were engaged in professional work. It would seem 
reasonable to assume then, that perhaps four-fifths of all the persons 
who hold the master's degree but not the Ph.D. are engaged in pro- 
fessional work. This would mean that of the estimated 11,000 holders 
of the master's degree in economics, about 8,800 could be classed as 
"economists." Adding these to the Ph.D. group, gives a total of 12,600 
persons with advanced degrees in economics who are serving in pro- 
fessional capacities. To these should be added an unknown but sub- 
stantial number of persons serving as professional economists who have 
no advanced degrees in economics. One might guess, on the basis of 
these calculations, that there are more than 13,000 persons serving as 
economists in the United States. 

The net conclusion of my investigation of the number of economists 
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in the United States is that, in the absence of definite criteria for dis- 
tinguishing economists from others, it is impossible to set any one pre- 
cise figure. At one extreme, if the term “economist” is restricted to 
persons holding the Ph.D. and pursuing the profession, the number 
would be about 4,000. At the other extreme, if one included every per- 
son who is doing work requiring some knowledge of economics, regard- 
less of his formal education and regardless of the level of the work, 
the number might exceed 20,000. Between these two extremes, the num- 
ber would depend upon the definition of “economist” in terms of educa- 
tional level and nature of jobs performed. To date there is no authori- 
tative or generally accepted definition of an economist which makes 
possible the designation of any particular number. 


Chapter 3 
CONDITIONS IN THE PROFESSION 


This chapter is concerned with the salaries of economists, the market 
for their services, and the status of the profession. 


Salaries of Economists 


Because a large proportion of economists are employed in college 
teaching and in government service, their salaries are usually related 
to the somewhat conventional earnings in these two types of employ- 
ment. 

The pay scales of the Federal Government (as of 1952) provide that 
a college graduate who enters the Civil Service without experience as 
a Junior Professional Assistant will receive an annual salary of $3,410. 
_A person with a master’s degree in economics, and no experience, will 
probably receive $4,205 and one with a Ph.D. $5,060. (See table 5.) 
As a new appointee progresses he may ultimately reach one of the 
higher brackets. Many will reach the range from about $6,000 to 
$9,000, a few will pass the $10,000 mark, and a very few may enter 
the “super-grades” which pay from $12,000 to $14,800. 

Available data on the salaries of college teachers indicate that they 
are probably somewhat lower than salaries in the Federal government. 
However, they are expressed in terms of the academic year of 9 or 10 
months, and academic positions often provide perquisites and oppor- 
tunity for supplementary earnings; hence it is not certain that teaching 
pays less than government service for personnel of equal quality. 

Table 6 presents data on the 1951-52 salaries of teachers in all fields © 
in 40 leading colleges and universities. The salaries reported in this 
table are doubtless higher than the national averages because only 
leading institutions are included. 

Another indication of the earnings of economists is provided by 2 
study of the salaries in 1950 of persons who were graduate students in 
economics at Columbia University during the period 1931-1950. These 
data, presented in tables 7 and 8, were compiled by Professor J. W. 
Angell and kindly made available by him. These figures show several 

1 Professor George J. Stigler concludes: “In sum, more than 50 per cent must be added 
to the salaries of college teachers in making comparisons with earnings in independent 
professions, With this correction in 1941, the ‘net advantages’ of college teaching exceeded 
those of dentistry, and were almost equal to those of law and medicine.” Employment and 


Compensation in Education, National Bureau of Economic Research, Occasional Paper 35, 
New York, 1950, pp. 62-3. 
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TABLE 5.—Pay SCALES FOR PROFESSIONAL WORKERS IN 
THE FEDERAL GOVERNMENT, 1952 





; “General service” Salary range 
Professional ; 
equivalent 

1 5 3,410- 4,160 
2 7 4,205- 4,955 
3 9 5,060- 5,810 
4 11 5,940- 6,940 
5 12 7,040- 8,040 
6 13 8,360- 9,360 
7 14 9600-10, 600 
8 15 10,800-11,800 
— 16 . : 12,000-12, 800 
— 17 13,000-13,800 
— 18 . 14,800» 





a U, S. Civil Service Commission. 
> There is no range within grade GS18. 


interesting relationships. (1) Average salaries of those who passed their 
orals were on the average about $1,100 higher than the salaries of those 
with only the M.A.; and average salaries of those with the Ph.D. were 
on the average about $1,300 higher than those who had merely passed 
the orals.? These differentials were somewhat larger for those employed 
in government service and other economic work, and somewhat less 
ior those employed in teaching. This is surprising in view of the usual 
opinion that formal graduate education means more in college teaching 
than in other types of work. (2) Salaries of economists apparently 
increase as they get more experience. Those who attained their highest 
academic standing in 1941-45 were getting average salaries about 
$1,600 higher than those who ended their graduate studies in 1946-50; 
the 1936-40 group were receiving about $900 more than the 1941-45 
group; and the 1931-35 group about $800 more than the 1936-40 group. 
(3) The salaries of those in government service and other economic 
work (presumably in business firms, trade associations, labor unions 
etc.) was about $1,700 greater than the salaries of those in teaching 
Average salaries in government and other economic work were about 
equal. (4) The average salaries of men and women were equal in teach: 
ing, but there was a differential of more than $2,000 in government 
service and a differential of nearly $1,000 for-all types of employment 
combined (table 8). Three women reported salaries above $10,000. 

* Tn Interpreting these comparisons, allowance must be made for the fact that the averag: 
age of the master's and oral's groups is undoubtedly lower than that for the Ph.D. group 


The effect of this age difference, and the resulting difference in amount of experience, wouk 
be particularly marked for those who attained highest academic standing in 1946-50. 
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TABLE 6.—RANGE OF INSTRUCTIONAL SALARIES IN SELECTED COLLEGES 
AND UNIVERSITIES, 1951-52, By RANK® 

















Professors Associate Assistant Instructors 
professors professors 
6 small private institutions, New 
England and Middle Atlantic 
Minima $5,200 7,750 $4,200- 6,000 $3,300-4,600 $3, 000-3 ,500 
Maxima E 7,750-11,000 6,000- 8,300 4,750-8,000 3,900-4,400 
Mean 6,950- 8,581 5,320— 6,565 4,350-5,119 3,572-3,932 
5 medium-sized institutions, New 
England and Middle Atlantic 
Minima 5,000- 7,000 4,000- 5,000 3,200-4,200 2,300-3,600 
Maxima 8,700-12,500 7,500- 9,000 8,700-6,000 | .4,000-4,500 
Mean 6,199- 3,568 5,058- 5,981 4,114—5,169 3,250-3,950 
4 large private institutions, New 
England and Middle Atlantic 
Minima , 6,000-10,000 5,000— 6,500 4,000-5,000 3,000-4,000 
Maxima 15,000-17,500 7,500- 9,000 5,500-6,000 3,600-4,500 
Mean 7,169-12,600 5,618- 7,990 4,555-5,415 3,430-4, 000 
3 private Women’s Collegesin New 
England and Middle Atlantic 
Mean 6,073- 5,832 - 4,939- 5,267 3,981-4, 550 3, 125-3, 468 
5 small private institutions, North 
Central and Pacific 
Minima 4,800- 5,550 3,600- 4,650 3,400-3,700 2,700-3,000 
Maxima 6,000- 8,500 4,600— 5,400 4,0994,750 3,399,100 
Mean 4 5,284- 6,639 4,261- 4,915 3,623-4,130 3,046-3,592 
4 medium-sized and large private 
institutions, North Central and 
Pacifc 
Minima 5,000- 6,142 4,000- 5,092 3,300—4,000 2,800-3,600 
Maxima : 7,980-15,000 6,142- 8,200 5,092-7,500 4,042-5,000 
Mean 6,625- 8,133 5,277- 6,087 4,334-4,927 3,551-3,981 
4 medium-sized and large private 
institutions in South 
Minima 4,950- 5,500 3,900- 4,800 |' 3,200-3,600: 2,400-3,000 
Maxima 7,250-10,750 6,000- 6,500 5,000-5,500 3,900-4, 500 
Mean 5,591~ 7,154 4,848- 5,390 4,224-4,490 3,318-3,590 
3 private institutes of technology? d 
Mean 8,782- 9,686 6,648- 6,997 5,115-5,455 3,400-3,911 
6 large state universities, North 
Central and Pacific 
Minima 5,270- 6,500 4,720- 5,670 3,700-4,203 2,700-3,780 
Maxima 9,375-17,200 6,500-11,000 5,000-7,500 4,000—6,690 
Mean 7,216- 8,683 5,660--6,349 4,550-5,150 3,684-4,337 





8 Source: Bulletin, American Association of University Professors, Winter 1951- —52, pp. 795-802. Salaries are 
expressed in terms of 9-10 months’ service. They refer to all fields—not to economics alone 
b On basis of 104 and 11-12 months of service. 
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TABLE 7.—AVERAGE SALARIES IN 1950 or FORMER GRADUATE STUDENTS IN 
Economics AT COLUMBIA UNIVERSITY, BY HIGHEST ACADEMIC 
STANDING AND BY TYPE OF EMPLOYMENT* 





Years during which highest academic standing attained 


Highest academic 
standing attained Entire 
and type of period | 1931-35 | 1936-40 | 1941-45 | 1946-50 
employment 1931-50 
M.A. ' 
Teaching $ 3,891 $ 5,294 $ 5,525 $ 3,980 $ 3,503 
Government 5,436 8,113 6,867 5,881 4,110 
Other economic work 5,123 7,890 11,150 5,371 4,240 
Ali other 4,660 4,625 4,900 12,000^ 3,935 
Average, entire group 4,772 6,709 6,830 5,534 3,988 
Passed orals 
"Teaching 4,066 = 5,438 4,731 3,783 
Government 6,993 7,250 6,450 8,340 5,760 
Other economic work 7,887 15,500% 8,975 — 5,711 
All other 16,0005 — — — - 16,0005 
Average, entire group 5,862 11,375» 7,055 6,738 4,709 
PhD. 
Teaching 5,964 7,700 6,009 6,077 5,017 
Government 8,936 8,350 8,900 9,360 8,808 
Other economic work 9,494 17,2505 10,3005. 6,480 11,1675 
All other 10,9005 — — — 10, 9005 
Average, entire group 7,175 8,593 7,719 6,691 6,622 
Total 
Teaching 4,805 7,023 5,786 | 5,531 3,979 
Government 6,523 7,904 7,358 7,628 5,331 
Other economic work 6,592 10,495» 9,973 5,833 5,031 
All other 5,963 6,166 4,900 12,0005 5,747 
Average, entire group 5,714 8,089 7,240 6,306 4,679 


a J.W. Angell, Occupations and Salaries of Former Graduate Students (mimeographed), Jum 
20, 1951. Data cover salaries only, and omit earnings from other sources; based on 331 replies 
b Based on fewer than 6 cases. 


Market for Economists 


With the sizeable graduate enrollments of recent years, and the larg: 
number of advanced degrees awarded in economics, the question arise: 
as to whether the market will continue to absorb the annual crop o 
new economists at present salary levels. For example, since the end o 
World War II (academic years 1945-46 through 1951-52), about 1,80( 
Ph.D.’s have been awarded by American universities. The magnitud: 
of this figure can be appreciated when it is realized that this post-wa 
crop represents nearly one-third of. all the doctorates in economic 
ever awarded in this country. In all the years prior to 1945-46 fewe 
than 4,000 doctorates had been granted. 


30 THE AMERICAN ECONOMIC ‘REVIEW 


TABLE 8.—AVERAGE SALARIES IN 1950 or FORMER GRADUATE STUDENTS IN 
Economics AT COLUMBIA UNIVERSITY, BY SEx® 


Highest academic stand- 





ing attained and type Women Men and 
of work "T Women 
M.A. $4,455 $4,772 
Passed orals 5,066 5,862 
Ph.D. 5 892 7,175 
Total 4,912 5,714 

Teaching 4,8165 4,805 ' 
Government 4,837 6,523 
Other economic work 6,300 6,592 
All other 4,173 5,963 
Total 4,012 . 5,714 


a J. W. Angell, op. cit. Based on replies from 282 men and 49 women who were regularly 
employed. 

» Because of the structure of the sample, no significance should be attached to the fact that 
the average salary in teaching for women slightly exceeded that for men. 


I have no reliable information with which to predict the future 
market for economists. The following conjectures seem reasonable: (1) 
that the population of college students will grow in the years ahead, and 
that opportunities in college teaching will expand; (2) the demand 
for economists in business, foundations, and other private organizations 
will increase, though the absolute numbers involved may not be large. 
(3) there may be a brisk market throughout the world for economists 
trained in the United States. It is likely, on the other hand, that 
employment opportunities in the Federal government will grow less 
rapidly than during recent decades. f 

Replies to some of my questionnaires suggest that the market—at 
least through 1952—-has been brisk, that graduate students in econom- 
ics have been finding little difficulty in placement, and that experienced 
economists have been able to obtain suitable positions in the profession 
at prevailing salary scales. 

A large majority of employers or supervisors of icons in uni- 
versities and colleges, business firms, and government indicated that 
the market for economists has been tight. Similarly a large majority of 
professors in graduate departments of economics stated that most 
students—both at the master's and doctoral level—have been readily 
placed. There was some indication, however, of greater placement diffi- 
culty during 1951-52 and 1952-53 than in earlier years. 

When graduate students in residence in 1951-52 were asked about 
their career objectives, most indicated that they hoped to have posi- 
tions as professional economists in higher education, government, or 


ns 
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business. When asked about. the prospects of their being able to get 
the kind of position they hoped for, about two-thirds indicated a high 


. degree of confidence. The answers regarding their prospects were as 


follows:? 
Per cent 

almost certain . 31 
reasonably confident 31 
50-50 chance 12 
doubtful 9 
unlikely 6 
don't know 11 

Total ~ 100 


The relatively strong demand for economists in the past few decades 
should not be surprising in view of the great expansion of employment 
opportunities in higher education, government, and business. Whether 
this demand will continue to grow in the future is uncertain.* It seems 
likely, however, that there will be a fairly consistent demand for persons 
with the Ph.D. or its near-equivalent. A large proportion of the econo- 
mists practicing today—including many in high-level positions—have 
not had formal education equivalent to that represented by the Ph.D. 
As the supply of Ph.D.’s grows, an increasing proportion of jobs requir- 
ing competence in economics will probably be filled with persons having 
that degree; at the same time it may become more difficult to secure 
positions in economics without the degree. 


Status of the Profession 


It would be gratifying for economists to think only of their growing 
influence and prestige in American life; but candor requires that they 
also face up to their professional limitations. On many important 
scientific matters in which society is deeply interested, economists lack 
demonstrable knowledge. Similarly, on many questions which lie in 
the realm of values, economists are found to be in disagreement. On 


* Schedule IX : 140 respondents. 

“The question of the market for college graduates and the adequacy of the supply of 
trained professional personnel has become a lively issue in recent years. Prof. Seymour E. 
Harris in The Market for College Graduates (Cambridge, 1949) emphasizes the possibility 
that we may be on the verge of an oversupply of professional talent. Several other investi- 
gations are apparently proceeding from the assumption that there is a shortage of trained 
professional personnel—especially in the natural sciences and engineering—and are oriented 
toward finding ways to increase the supply. See: M. H. Trytten, Human Resources and 
the Fields of Learning (A preliminary mimeographed report of a survey under the auspices 
of the Conference Board of Associated Research Councils, Committee on Specialized Per- 
sonnel); Commission on Human Resources and Advanced Training, Plans for Studies of 
America’s Trained Talent, Washington, 1951; American Council on Education, The Produc- 
tion of Doctorates in the Sciences: 1936-1948 (mimeographed), Washington, 1951. 
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these questions, the statements and recommendations of economists 
sometimes become little more than reflections of personal opinion. As 
a result, doubt is cast on the validity of all economics and on the use- 
fulness of all economists—sometimes even to the point of ridicule. 
Indeed, the opinion has frequently been expressed that any interest 
group can find an economist who will publicly support its position. 
Since opposing interest groups can also find their economists, the net 
result of economic advice, as viewed by the public, is sometimes con- 
fusion with overtones of bad faith. 

There are also other factors tending to lower the prestige of econo- 
mists. To many people, their main function is to predict business con- 
ditions or security prices. Since economists have not been conspicuously 
successful as business forecasters, the tendency is to repudiate econo- 
mists altogether. To other people, economists are odiously linked with 
bureaucracy, or with onerous governmental controls, or with schemes 
for economic “planning. ? Still others regard economists as “theorists” 
- in the sense of visionary and impractical men. 

A recent study of public attitudes toward various occupations and 
professions suggests that the prestige of economists is embarrassingly 
low. In this study, opinion data were gathered through personal inter- 
views with a cross-section of the American public on the relative status 
of 90 occupations ranging from supreme court justice to bootblack.® 
Included in this list were several learned professions. Table 9 presents 
a list of selected occupations included in the study with the ranking 
of each. 

In this list, it is noteworthy that “college professor" is placed rela- 
tively high with a rank of 7, that most of the learned professions are 
` jn the first 25, and that “economist” stands well below ai/ the other. 
learned professions included with a rank of 33.° . 

In interpreting thése data, however, it should be recognized that 22 
percent of the respondents were unable to express a judgment on 


ë National Opinion Research Center, National Opinion on Occupations, Final Report of 
a Special Opinion Survey Among Americans 14 and Over Conducted in March, 1947 
(mimeographed). This study was conducted under the sponsorship of Professor Paul K. 
Hatt of Northwestern University who has kindly granted permission for use of the results 
here. The ranking of each occupation was computed on the basis of a weighted average of 
the percentage of persons classifying the occupation excellent,  Eood, average, ‘somewhat 
below average, and poor. 

* The report on the study states: (p. 4) “If it is found that certain occupational groups 
have extremely low social status in the eyes of the public, the findings delineate the areas 
in which remedial public relations.are needed. If a certain. group (e.g., scientists in general) 
is found: to have quite high ‘social status, that group can infer it has a reasonably good 
chance to.get a respectful- hearing from the general public.” “Also, (p. 21): “County 
judges, psychologists, ‘sociologists, economists, and Bartenders rate. "higher i in the northeast 
than in other regions." 


F- 
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TABLE 9.—RANKiING OF OCCUPATIONS, BY STATUS* 





Occupation Rank . - Occupation Rank 
U. S. Supreme Court Justice 1  ||Psychologist . 22 
Physician 2  |Civilengineer ` 23 
State governor 2  j|Sociologist 26 
Cabinet member 4 |\Owner of small factory 26 
Diplomat in U. S. Foreign Service 4 |lAccountant for a large business ' 28 
Mayor of large city 6 |/Biologist 28 
College professor 7  ||Captain in the regular army 31 
Scientist 7  |Building contractor 33 
U. S. Representative 7  |ECONOMIST* ' 88 
Banker 10  j|nstructor in the public schools 33 
Government scientist 10 County agent 37 
Minister 12  j|Railroad engineer 37 
Priest 15  ||Farm owner and operator 39 
Architect 15 |[Radio announcer 40 
Chemist 15 ||Bookkeeper 50 
Dentist 15  |Garage mechanic 61 
Lawyer 15 Milk route man 70 
Board member of large corporation 15  ||Dock worker 81 
Nuclear physicist ` 15 ||Shoe shiner 90 





* National Opinion Research Center, of. cii. : 

* Of the respondents, 25 per cent rated economist-as “excellent,” 48 per cent “good,” 24 

per cent "average," 2 per cent “somewhat below average,” 1 per cent “poor,” and 22 per cent 
“don’t know." $ , 
“economist” and responded “don’t know.” This percentage was higher 
than that for any other occupation except “nuclear physicist” and 
“sociologist.” The low status of economists may be explained in put 
by lack of knowledge. 


Conclusion 


The economists of the United States are a small heterogeneous group 
without strong professional consciousness or powerful professional or- 
ganization. They face public attitudes that are often indifferent and 
sometimes hostile. Their status as viewed by the public is lower than 
that of other learned professions. Nevertheless, economists exert an 
important—and probably growing—influence in American life—an 
influence that is entirely disproportionate to their numbers or to the 
oifices they hold. This influence is due primarily to the increasing 
public interest in economic affairs, an interest which has. grown out of 
this generation's experience with depression, war, inflation, high taxes, 
enlarged scope of government, labor conflict and the world-wide threat 
to the capitalistic system itself. The advice of technically trained econo- 
mists is sought by government, private business firms, trade associa- 
tions, labor unions and other groups. Economists frequently appear as 
expert witnesses before Congressional Committees and public boards. 
Because economics has become a leading study in schools and colleges, 
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and because citizens of all classes have become intensely interested in 
economic affairs, economists are able to exert significant influence 
through their teaching, writing, and lecturing. Frequently the research 
studies and theoretical investigations of economists lead the way to 
new public policies in fields such as taxation, banking, anti-trust, labor ` 
legislation, foreign trade, or national defense.’ 

It is not to be inferred, however, that most economists are sitting at 
the right hand of policy-makers guiding the destiny of the country day 
by day and in detail. The great majority of economists work in rela- 
tively obscure and even humble jobs as teachers, as research workers, 
and in various minor posts as administrators or research assistants. 
Few of them ever see, much less advise, Senators or Cabinet Members 
or leading businessmen. Only a few economists ever occupy positions 
of direct power and influence or are consulted directly by men of | 
decision, Yet the influence of all is felt and their combined impact is’ 
very great. Collectively they are custodians of our accumulated eco- 
nomic knowledge from the past, they are scholars continuously extend- 
ing this knowledge and advancing new ideas, they are teachers patiently 
disseminating this knowledge, and they are consultants applying it to 
particular policy problems. The role of those few economists who are in 
direct contact with policy-workers should not be over-emphasized. They 
serve as one link by which the knowledge of the entire profession is 
transmitted to those who can make use of it. The other—and perhaps 
more important link—is education in all its ramifications. It is pri- 
marily through education at all levels that the knowledge of profes- © 
sional economists is brought to bear on social problems. I know few 
economists who are not also educators in some sense. 

'The recruitment, selection, and education of the individuals who are 
to join this profession is a matter of grave concern not only to the 
profession itself but also to the entire nation, The future of our kind 
of society depends largely upon our ability to manage economic affairs 
successfully in relation to our values. It is vital to the future of our 
society that successive generations of economists be trained who will 
have the technical skills, the broad perspective, the judgment, the 
leadership, and the sense of social responsibility necessary to advance 
the frontiers of knowledge in the field and to translate this knowledge . 
into practicable solutions for social problems. The remainder of this 
study will be devoted to a discussion of the education of professional 
economists. s 


T For an interesting discussion of the role of economists, see: “The Economists,” Fortune, 
Dec. 1950, pp. 108-112. 
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eo Chapter 4 


OBJECTIVES AND STANDARDS IN 
GRADUATE EDUCATION . 


On the general objectives of graduate education in economics and 


. the standards which derive from these objectives, I have consulted 


with many economists, employers of economists, graduate students, 
and others, and have observed graduate education in operation at many 
universities. I have tried to formulate the objectives and standards 
with .a view to their practicability and acceptability to a considerable 
body of opinion in the profession. I cannot claim, however, that this 
discussion represents an authoritative statement of the views of the 
entire profession or of any large segment of it. It represents only my 
own view of the matter reached after wide consultation. 

In some respects my consultation on the subject of objectives and 
standards was disappointing. I found that objectives and standards 
actually operative cannot easily be communicated to an outside ob- 
server, Faculty members have difficulty not only in achieving an objec- 
tive view of the standards which they actually employ but also in 
expressing these standards in concrete and specific terms. An observer, 
on the other hand, finds difficulty in interpreting the objectives and 
standards of any given institution on the basis of its practices which 
he can know only superficially and remotely. The actual objectives 
and standards of an institution are to be measured not by the verbaliza- 
tions of professors, by statements in glossy brochures, or by the casual 
observations of an outsider, but by the day-by-day experiences of stu- 
dents—by the courses, the examinations, the dissertations, and the 
actual judgments of advisers and examining committees. 

- I was impressed nevertheless by the fact that there are many social 
and institutional forces making for relative uniformity—at least in 
the formal objectives and standards actually operative in various uni- 
versities. First, graduate departments of economics are ordinarily 
located in graduate schools which attempt to establish relatively uni- 
form procedures and standards as laid down by the Association of 
American Universities and other accrediting agencies. Second, the 
migration of staff members from one university to another—as they 
go from their own graduate schools to posts in other universities or as 
they move from one university to another—makes possible continuous 
comparisons of the standards of various universities. Third, the less 
renowned universities, which are usually eager to gain in prestige and 
to avoid any suspicion of low standards, characteristically try to fol- 
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low the example of leading universities, and are extremely conservative 
as regards deviation from standard practice. Fourth, the lowering of 
standards by any institution becomes known within the profession and 
places that institution in a position of disrepute which it will eventually 
try to correct) Fifth, attempts to raise standards very much above 
generally accepted levels are defeated in most institutions by the fear 
. of adverse effects on student enrollments. All these levelling factors 
have resulted, I think, in fairly similar standards and fairly uniform 
conceptions of such terms as “master’s degree," *Ph.D.," “doctoral 
. dissertation," “graduate student in economics,” etc. . 

I do not mean to imply that there are no differences among uni- 
versities in objectives and standards, or in quality of graduate instruc- 
tion, but only that there are strong nation-wide tendencies toward the ` 
institutionalization of practices and of formal objectives and standards. 

Where differences exist I believe they are due partly to differences 
in the quality of students attracted to the various institutions. It is 
easy to say that each department should admit only those students 
who have demonstrated a high level of ability. But if a department 
which is geared to do graduate work, which thinks of itself as a gradu- 
ate department, and which possibly needs graduate assistants fails to 
attract students who meet this abstract standard, it will be strongly 
tempted to lower admission requirements. Having admitted sub- 
standard students such a department will hardly want to deny all of 
them degrees. But more important, the faculty’s concept of a proper 
standard will be influenced by the performance of the actual students 
they know. Their concept of a “good student” or an “average student” 

` will be modified. Accordingly, the admission of students of low quality 
will have the ultimate effect not only of lowering operative standards 
but also of lowering abstract or ideal standards as well’ 


General Objectives 


Graduate education in economics, in this country, consists of a 
program of studies which can be completed in a minimum of three 
years by a well-prepared and capable student. The program culminates 
in the award of the Ph.D. However, only about one out of 10 students 


*This corrective process is, however, by no means automatic or inevitable because 
the faculties of some departments do not have enough contact with the profession-at-large 
to make the force of professional opinion effective. . 
` 1Tt is in this way that the master's degree may have E depreciated as a result of 
the pressure on secondary teachers to earn such a degree; similarly the Ph.D. may have 
been depreciated by the pressure on college teachers to take-doctorates. The result of such 
pressure was the admission to graduate, school of many persons who could not meet 
accepted standards, thus to lower the average quality of graduate students, eventually to 
lower both operative and ideal standards. 
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who enter graduate study in economics ever receive the Ph.D. The 
others drop out at some earlier point—some after only a few months 
of graduate study, others at the completion of the master’s degree, 
some prior to the preliminary examinations for the Ph.D., and some 
prior to completing the doctoral dissertation.* Many of those who do 
not push through to the Ph.D. nevertheless pursue careers as economists 
or careers in which economic education is useful. Thus, in the graduate 
program in economics, various individuals spend different amounts of 
time—the amount in each case depending upon objectives, Sepeabintss 
and personal circumstances. 

The primary objective of the great majority of these persons is to 
prepare themselves for positions in which they will use their economic 
education. In this sense, it is vocational or professional education.‘ 

Table 10 presents data on the immediate and longer-range career 
objectives of respondent graduate students who were in residence 
during 1951-52. These data indicate that about one-fourth of the first- 


‘year students are headed toward higher education, another fourth 
.toward government, and more than a third toward business—many 


of the latter hoping for executive or operating jobs. In the longer-run, 
somewhat more of the first-year students are hoping for jobs in higher 
education and somewhat fewer for jobs in government and business. 
The advanced graduate students, on the other hand, are predominantly 


‘directed toward higher education. For most of them government and 


business are second choices. My conversations with graduate students 
at many institutions revealed, however, that many of those who prefer 
teaching do not consider it a strong preference. The figures on career 
objectives of present graduate students (table 11) correspond closely 
with the actual positions held by former graduate students. in eco- 
nomics." 

Many observers deplore the tendency of students and others to look 
upon graduate education as vocational training. In particular, they 
object to the specialization that sometimes results from efforts to train 
people for specific jobs. They- argue that the purpose of graduate work : 


"For estimates of student mortality, see p. 92. 

“©The graduate school has become a professional, even a vocational, school giving pro- 
fessional and vocational training in the same spirit as the law school, the medical school, 
or the business school. It receives the products of tlie liberal arts colleges and prepares. them 
for certain trades, industries and professions. It. manufactures technologists whether in 
philology or physics. It leaves general education to the college. If it concerns itself with 
research, it is only because, as a teaching problem, research activity is one part of the 
training of many kinds of technologists, but by not means of all of them." Howard 
Mumford Jones, “Post-War Planning for the Graduate Schools,” paper presented at the 
1?th annual meeting of the Deans of Southern Graduate Schools, October 19, 1943, p. t1. 

* Cf, Table 1, p. 10. 
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TABLE 10.—CAREER OBJECTIVES OF GRADUATE STUDENTS IN 
Resmence Durine 1951-52 





First-year students? Advanced students? 
Immediate | Longer-run ; Immediate | Longer-run 
Higher education, total 25% 34% 7995 69% 
Teaching 19 28 . 54 58 
Research, administration 
and other 6 6 i 25 11 
i 
Government, total ] 24 20 i 1i 15 
Research 10 6 j 7 7 
Administration 14 14 4 8 
Business, total 38 25 6 7 
Economic work 14 3 4 2 
Executive and other 24 22 2 5 
Other 10 12 2 2 
No answer 3 9 2 7 
Total 100 100 100 100 
* Schedule IX.. 


b 59 respondents. 
* 81 respondents. 


is to produce scholars— persons who have a deep and broad knowledge 
of their subject and of its development, who are intent upon a life of 
study and investigation, and who are interested in contributing to the 
advancement of the field. They argue that while it is well for scholars 
to find jobs, yet scholarship should not be compromised in the interests 
of vocationalism. In opposition to this point of view, others hold that 
Scholarship is highly desirable in its place but that there are many 
specialized technical jobs for which competent people must be trained 
and that one of the tasks of graduate schools is to provide this train- 
ing. 

Most economists are not perturbed by this conflict of objectives. On 
the whole, they believe—at least in their field —that the objectives of 
Scholarship and of vocationalism can be reconciled. They believe that 
the best preparation for professional work in economics consists of 
education having as its objective the development of scholars. They 
are almost unanimous in their condemnation of specialized programs 
of study with vocational emphasis. They believe that the task of 
graduate education is to produce scholars who have an understanding 
of the fundamentals of economics and the tools of research in the 


5 C£, President's Commission on Higher Education, Higher Education for American 
Democracy, Government Printing Office, Washington, 1947, pp. 86-9. 
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TABLE 11.—First REGULAR EMPLOYMENT AFTER TERMINATING GRADUATE WORK, AND 
EMPLOYMENT IN 1952, or FORMER GRADUATE STUDENTS IN Economics? 





Persons who . Persons who Persons who ; 
received Ph.D. in | received Ph.D. in vis pM 
39-1940* 1950» ee in 
1939-1940 1949-19. and 1949-504 
First First- |. First 
pis | ley.) sepe | EOI eque | ferio 
employ- employ- employ- 
irent 1952 ment 1952 ment 1952 
Higher education 85% 67% 78% 1% 22% 25% 
Government 9 22 il 18 24 20 
Business 
Economic work 2 7 4 5 6 7 
Executive & other 2 4 3 2 32 31 
^ Other 2 — 1 2 7 4 
No answer — — 3 2 9 13 
Total , 100 100 100 100 100 100 
2 Schedule X. 


b 45 respondents. 
* 119 respondents. 
a 54 respondents. 


field. They feel that individuals with this equipment can adapt to 
specific vocational tasks easily and quickly. They are under no illusion 
that all graduate students will in fact become scholars, but they are 


. firm in the conviction that education designed to produce scholars will 


in the end also produce the most capable technicians. 

They are led to this conclusion partly by the tradition of economics, 
which is a scholarly tradition, and partly by the nature of the subject 
matter of their field. Economics is largely a study of the economic 
system. The economic system is a complex mechanism, all the parts of 
which are interdependent and no part of which can be grasped until 


‘it is understood in its entirety. It is an evolving system, the present 


form of which cannot be understood without reference to its prior 
development. And ideas and theories about the system cannot be fully 
understood without reference to the intellectual heritage from which 
they have emerged. For these reasons, most economists believe that 
a person who wishes to function successfully in the profession—whether 
in a governmental bureau, a business firm or a college—will be well- 
advised to aim for broad and fundamental knowledge of the field such 
as would be obtained by one who expects to devote his life to scholarly 
research. It is true that not all professional activities of economists 
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require great erudition. Not everyone need be, or can be, a great 
Scholar. But all require knowledge of fundamentals and breadth of 
understanding. 

There are other impelling reasons for this emphasis upon funda- 
mentals. First, it is recognized that a finished economist cannot be 
produced in the few short years of a graduate school program. Mastery 
of this field, like any other scholarly field, requires a lifetime—not 
one to three years. The problem of graduate education, therefore, is to 
concentrate on those aspects of the subject which can best be acquired 
through formal education and which will best launch the student on 
a lifetime of self-education. The problem is to teach people how to 
learn, not merely to teach them specific subject matter. It is precisely 
the fundamentals—e.g., economic theory, economic history, history 
of ideas, and research techniques—which are most efficiently acquired 
through formal education and which provide the groundwork for later 
self-education. As one eminent businessman wrote in a letter to me: 


One of the great dangers of the present day is the unwillingness of techni- 
cal students to realize that they are merely learning the rudiments of their 
profession and that once they get into practice they will be living the history 
of their profession rather than merely utilizing what they learned during 
their training period. 


Second, in their graduate years students often do not know precisely 
what work they will follow. Therefore it is best at that stage to 
concentrate on those aspects of the subject having wide applicability. 
This point is strengthened by the fact that many economists shift in 
the course of their careers frorn one kind of employment or activity 
to another. Indeed, the frequency and the ease with which economists 
shift back and forth between teaching, government, and business is 
further evidence that the work of economists—wherever they may be 
placed—has a significant common element and that much the same 
kind of formal education is appropriate for all economists regardless 
of their specific jobs. 

All of these considerations lead to the conclusion that, even though 
the employment opportunities of economists are expanding into new 
fields, the formal education of economists should place emphasis on 
fundamentals and scholarship." 


' Some of my critics have argued for changing the emphasis here. For Seats one writes; 
"While I should agree upon the need of a common core for all, I think I should advise 
different emphasis for various groups. For those going into undergraduate teaching I 
should put a good deal more emphasis upon economic history, history of thought, and 
philosophy and somewhat less emphasis upon quantitative techniques. Whereas for those 
going into government service I should put a good deal more empaasis upon these 
. quantitative techniques." 


- 


Vnd 


OBJECTIVES AND STANDARDS IN GRADUATE EDUCATION 41 


Standards 


It is always tempting when considering educational philosophy to 
propose uniform and detailed minimal standards which all students 


. of a given type or all candidates for a given degree should attain. 


Such uniformity may be possible in a field like accountancy, but it 
is probably not possible—and surely not desirable—in economics. 
There is need for economists of widely varied interests, capacities, 
and skills. Some should pursue historical studies, others should explore 
points of contact with social psychology; some should study the steel 
industry, others the Soviet economy; some should investigate the 
theory of employment, others linear programming; and these various 
specialists should interact with one another in mutually helpful criti- 
cism. 

There can even be diversity among universities. It is not necessary 
for each one to provide opportunities for formal study in all of the 


. fields or from all points of view: some can specialize in one direction 


and some in another according to their facilities, staff, and financial 
means. The only problem is to insure for the nation as a whole that 
a flow of competent persons will be forthcoming to enter all of the 


-various sub-specialties of economics. 


The need for variability suggests that it would be unwise for any 
professional association or accrediting agency to attempt to prescribe 
uniform standards or requirements for all graduate students of eco- 
nomics at each level. Economics as a discipline has not coalesced to 
the point of having an acknowledged set of requirements which 
every student must meet before he is eligible for a degree or for a 
license to practice. Yet it is possible and reasonable to advance certain 
standards to be applied to graduate students in economics. 

In the remainder of this chapter, I shall attempt to formulate 
minimal standards that should be attained by candidates for the 
Ph.D. and for the master's degree at the time the degrees are awarded. 
In formulating these minimal standards, I have tried to avoid wishful 
Utopianism, I have attempted to consider the realistic conditions under 
which most graduate faculties work. Vet I feel that the minima] stand- 
ards suggested are higher than those actually in operation in many ` 
universities. In my judgment, -if these standards were scrupulously 
followed, the requirements for advanced degrees i in economics would be 
raised perceptibly. 

I should emphasize that these standards represent my own personal 
view arrived at in consultation with many interested persons. In no 
sense do they represent the official position of the American. Economic 
Association or of any other group. f 


42 2 "THE AMERICAN ECONOMIC REVIEW 


Standards. for the Ph.D. 


I shall try to express the standards to be met by a Ph.D. candidate 
under five headings: (1) personal qualities, (2) knowledge, (3) abili- , 
ties and skills, (4) professional orientation and motivation, and (5) 
capacity for growth and adaptation. These standards are intended to 
apply at the time the degree is awarded, though of course they may 
influence standards for admission to, and advancement in, graduate 
study. 


^ 


1. Personal qualities. ` - 


(a) Intelligence. In general “intelligence” or “scholastic ability,” 
a Ph.D. candidate should rank at least among the top 15 
per cent of all college graduates. This suggests that he should 
be the kind of person who might have earned mostly A's and 
B's in undergraduate work in a good university or college, 
or who might have been among the top 15 per cent of all 
college graduates in his score on appropriate intelligence 
tests.? This standard is expressed in terms of undergraduate 
grades or intelligence tests because ccurse grades in graduate 
work are notoriously undiscriminating. 

(b) He should be a person capable of intellectual maturity and 
judgment. 

(c) He should have the emotional stability necessary to function 
in the kinds of positions economists are called upon to fill, 
i.e., he must be sufficiently adjusted that he can be con- 
scientiously recommended for a position. 

(d) He should be a person of integrity and good character. 


2. Knowledge. 


(a) Common Core. Although there is, and should be, great di- 
versity among economists in their intallectual equipment and 
interests, neverthless there is a substantial nucleus of subject 
matter which should be common to all economists regardless 
of their special interests. It is this common core which should 
bind the profession together and should enable economists 


5'The upper 15 percent appears to be somewhat above current standards. As shown by 
Dael Wolfle and Toby Oxtoby, “The average person earning a bachelor’s degree scores 
about 126 on the Army General Classification Test scale. About 10 percent of the total 
population earns a score this high. The average graduate student gets a score of around 
129, About 7 percent of the total population does as well. The average Ph.D. in science 
makes a score of approximately 138. Only about 2 per cent of the total population makes 
a score that high.” (“Distributions of Ability of Students Specializing in Different Fields,” 
Science, Sept. 26, 1952, p. 311.) These figures suggest that the Ph.D. in science are generaly 
in the upper 20 percent of all college graduates. 
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-of all types and persuasions to communicate with one an- 
other. This common core consists primarily of economic 
theory including value, distribution, money, employment, 
and at least a nodding acquaintance with some of the more 
esoteric subjects such as dynamics, theory of games, and 
mathematical economics. Other important parts of the core 
are economic history, history of economic thought, statistics, 
and research methods. No one has a claim to a Ph.D. in 
economics without a rigorous initiation into these fields. 

(b) Special fields of economics. Each candidate for a Ph.D. 
should be prepared in two to four special fields of economics 
in addition to the common core. He should present one of 
these fields as his major specialty. In that field he should 
have detailed and comprehensive knowledge. In each of the 
other special fields, his preparation should be equivalent to 
that which could ordinarily be acquired through a one-year 
graduate course and supplementary independent study. In 
case a student wished to present a field from the common 
core as his special field, e.g., economic theory or statistics, 
he should be permitted to do so by presenting evidence of 
mastery beyond that required for all students as part of the 
common core. The special fields should not be thought of as 
distinct and separate from the common core. Rather, they 
should be regarded as a vehicle for bringing the various 
concepts and methods of the common core to focus on a 
particular set of problems. 

(c) General knowledge of the entire field of economics. Because 
the field of economics is broad and complex, it is not feasible 
for Ph.D. candidates to achieve intimate knowledge of every 
part of the field. Yet, the economy is a system, all the parts 
of which are interrelated and no part of which can be fully 
understood without knowledge of the whole. Regardless of 
his specialty, therefore, an economist is likely to find that 
some knowledge of most aspects of the subject will be useful 
if not indispensable. Every economist, regardless of his 
special field, probably should have some acquaintance with 

. international economics, public finance, banking, agricultural 
economics, industrial organization, labor, insurance, business 
cycles, transportation, public utilities, etc. The need for this 
general knowledge extends to the various fields of business 
such as manàgement, investments, corporation finance, per- 
sonnel, accounting and marketing. Candidates for the Ph.D. 
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should demonstrate breadth of knowledge in many areas of 
economics outside the core and outside their special fields. 
Their knowledge in each area should approximate that which 
could be obtained by a careful reading of elementary “sur- 
vey” textbooks in each of the fields. However, it is not to be 
inferred that they should be required to read these books or 
to take a multitude of elementary courses. It is suggested. 
only that they should be required to gain breadth of general 
knowledge in economics. Much of this general knowledge is 
more or less spontaneously picked up by alert and intel- 
lectually curious graduate students as they enter into dis- 
cussions with other students, hear lectures, look up factual 
points referred to in their reading, scan the news about cur- 
rent economic problems, etc. Yet the required breadth 
probably will not be acquired by most students without some 
special effort. uL 

Research tools. 'There are many research tools that can be 
put to the service of economics, among them, foreign lan- 
guages, mathematics, accountancy, law, public opinion poll- 
ing and other socio-psychological techniques, use of histori- 
cal records and archives, and others. (Statistics is omitted 
here because it is regarded as a special field of economics 
included in the common core.) Each candidate should have 
enough knowledge of all these tools to understand how each 
can be useful. Indeed, a case could be made for requiring 
all Ph.D. candidates to achieve considerable competence with 
each of these tools. Yet this seems wasteful and unnecessary 
since not all economists use all of these tools. On the other 
hand, it is important that a steady flow of economists be 


"produced who do have competence in each of these fields. 


For example, while it may not be necessary for every econ- 
omist to have a knowledge of mathematics, it would be de- 


‘sirable to turn out many who can use mathematics. While 


it-may not be necessary for every economist to know Russian 
or German or Chinese, it would probably be useful to have 
some with knowledge of these and of other languages. I 
should argue, therefore, that every Ph.D. candidate should 
be required to demonstrate the ability to use at least one 
important research tool that is relevant to his special inter- 
ests. This means more than the passing of a perfunctory 
examination such as the present foreign language examina- 
tions have become. It means that the student must demon- 
strate ability to use at least one research tool effectively. If 
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the tool is a language, he must be able to read difficult ma- 
terials rapidly and accurately. If the tool is mathematics, he 
must be able to read mathematical literature with facility 
and to use mathematics in his own research—not merely 
to have. a superficial knowledge of “mathematics through 
calculus,” etc. 

(e) Fields outside economics. Broad as is the field of economics, 
the candidate for the Ph.D. has need of general knowledge— 
in some cases quite specific knowledge—outside economics.? 
He needs to know something of logic, scientific method, 

. ethics, world geography, world history, history of ideas, in- 
dustrial and agricultural technology, law, government, inter- 
national relations, psychology, and current social and politi- 
cal events. Much of this background he may have acquired 
in his undergraduates years and much of it he may have 
absorbed through general reading and daily living. But not 
all of it comes to him automatically. He should specifically 
be required to repair gross defects in his general intellectual 
background before hei is pM a Ph.D. 


3. Abilities and skills. 


(a) Reading. A candidate for the Ph.D. in economics should 

. be able to read with comprehension any literature in the 

common core except literature involving higher mathematics 

or some unusual technical apparatus. He should' be able to 

understand its relevance to problems and issues. He should 

be able to place it in the stream of the history of ideas. He 

should be able to interpret it to others and to discuss it 

intelligently. If his special field is one in which mathematics 

or other unusual technical apparatus is commonly used, he 

should be able to read ail literature in that field with com- 

prehension. In fields of economics outside the common core 

and his special field, he should be able to read with compre- 
hension all except the more difficult literature." 

(b) Writing. The candidate for the Ph.D. should be able to 


* Cf. Association of American Universities, “Report of the Committee on Graduate 
Work,” Journal of Proceedings and Addresses, 1948. 

?]t has been suggested that a Ph.D. should be able to read the American Economic 
Review. This journal is mentioned because the articles pertain chiefly to the leading 
sub-fields in economics and are chiefly non-mathematical. Some argue that this is too 


"low a standard in the sense that any economist should be able to read more difficult 


literature than is in the Review. I have been told, however, by several experienced pro- 
fessors who hold Ph.Ds in economics that this is‘too high a standard which they them- 
selves would be unable to meet. 
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write either brief or extended discourses on subjects pertain- 
ing to economics. He should be able to write for both techni- 
cally trained and lay readers. This writing should be logically 
organized, clearly expressed, and formally correct. It is 
perhaps too much to ask that it also be effective and inter- 
esting. The ability to write logically, clearly, and correctly 
is an essential part of the equipment of an economist, and 
every candidate should be required to meet this standard 
before receiving a Ph.D. Indeed, present requirements re- 
garding literary ability are probably not as high as they 
should be. One of the most persistent criticisms by employers 
is that many economists—even thase with the Ph.D.—lack 
adequate literary skill. 
Speaking. In almost every activity which engages profes- 
sional economists, speaking ability is an asset. This is true 
not only in education but also in business and government. 
In the latter two fields, the ability to speak is needed more 
often in discussions, conferences, and negotiations; whereas 
in education it is needed for classroom presentation and 
public lectures. But in all of these employments, an econ- 
omist’s effectiveness derives partly from his facility in oral 
expression. In view of this, a Ph.D. candidate should be 
able to speak clearly and coherently before a class, a seminar, 
a public audience, or a committee. He should be able to do 
this before both technically-trained economists and lay 
groups. He should also be able to conduct himself effectively 
in conference or in informal discussion. Ability to participate 
effectively in informal discussion is perhaps the most im- 
portant of the speaking (and listening) skills. The give and 
take of discussion is one of the best means of generating 
economic ideas and of subjecting them to the test of 
criticism and competition. 

The standard for speaking should not be set too high, 


because ability in this field—perhaps even more than others . 


—comes through experience. Yet the candidate should show 
sufficient facility to indicate that he is capable of adequate 
development. The standard for writing and speaking should 
be considered jointly. If a student is capable in written ex- 
pression but weak in oral expression, or vice versa, the weak- 
ness in one can be partially offset by strength in the others. 
There are professional activities in which the use of each 
mode of communication is predominant. But if the student 
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is conspicuously deficient in both, there is grave question 
whether he can function effectively as an economist, and it 
is doubtful if he should be considered for a Ph.D. 

Teaching. At the completion of his Ph.D., the candidate 
should be prepared, at least in terms of mastery of content 
to teach the following courses: principles of economics, the 
first undergraduate course in his special field, and (given 


‘time for adequate preparation) intermediate economic theory. 


This standard should apply to all students—regardless of 
whether they intend to enter teaching as a career. A man 
who is unable to meet this standard will not be qualified 
for other professional positions ordinarily open to Ph.D.’s 
in economics. 

Research. Because research activities are so varied, it is 
difficult to define standards in this field meaningfully. Tradi- 


- tionally the Ph.D. has been regarded as a “research” degree, 


and the primary purpose of the educational program leading 
to the degree has been to train research scholars. It has been 
held that the dissertation should be a demonstration of the 
candidate's ability to make “important and original contribu- 
tions to knowledge." This has implied that a candidate for 
the Ph.D. should be able to function at a very high level in 
research. The phrase “important and original contribution 
to knowledge" is still found in many graduate school cata- 
logs, but in most departments of economics it does not form 
part of the operative standards or at most the phrase re- 
mains with the word “important” deleted. Only occasionally, 
in fact, does a dissertation turn out to be a significant con- 
tribution to knowledge. Today, the young Ph.D. is regarded 
not necessarily as a person who has made significant con- 
tributions to knowledge but rather as one who has (or should 


.have) become generally oriented in the field and who has 


learned something about its basic methods of research." 
It may be hoped that he will some day produce important 


` research but that is not to be expected immediately. Even 


this hope is not held too sanguinely. As is well known, only 
a minority of Ph.D.’s ever produce important original re- 
search. 

It is obvious, then, that a return to the older concept of 
the Ph.D. would represent a drastic tightening of standards 


^ Cf, Elbridge Sibley, The Recruitment, Selection and Training of Social Scientists, 
Social Science Research Council, New York, 1948, p. 83. 
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which would eliminate the majority of candidates. No one . 
seriously proposes this. On the other hand, no one wishes 
to abolish all standards regarding competence in research. 
Perhaps the following are the things every candidate should 
be able to do before he is awarded a Ph.D.: (1) to utilize 
economic theory in analyzing the consequences of changes 
in demand, in supply of factors, in technology, in industrial 
organization, in governmental policy, etc.; (2) in some of —. 
the simpler cases, to devise procedures for testing the hypoth- - 
eses suggested by theory; (3) to serve as a useful assistant 
or as a member of a research team, assuming responsibility 
for carrying out substantial blocks of work under the general 
direction of a mature research worker; (4) to initiate, design, 
and execute limited studies involving the collection. and 
interpretation of primary data or the analysis of data col- 
lected by others. If these abilities were to be rigorously 
required, a substantial raising of present minirnal standards 


"would be involved. Nevertheless, these standards are more ' 


modest and more realistic than the older standard which 
purported to require an important and original contribution 
to knowledge. The obvious conclusion is that we cannot 
hope to make every Ph.D. into a Wesley Mitchell or a 
J. M. Keynes. We can, however, insist that thev know some- 
thing about the basic methods of research in economics and 
that they be able to apply these meters: in relatively limited 
research situations.” 

Writing for publication. There is some question as to whether 
a condition for granting the Ph.D. should be the ability to 
write articles, reviews, monographs, books, etc., of a quality 
suitable for publication in recognized journals or through 
commercial channels. We have already considered literary 
ability and it is assumed that the candidate should be able 
to write logically, clearly, and correctly. The question here 
is whether he should be able to produce works the content 
of which would merit publication in a professionally repu- 
table organ. 

. The traditional answer to this question was affirmative. 
This was part of the theory underlying the rule of mandatory 
publication of dissertations. But this rule has by now virtu- 
ally disappeared and today there is little emphasis on pub- 


“The requirements concerning teaching and research might be considered jointly in the 
same way as the requirements regarding speaking and writing. Excellence in one might 
offset deficiency in the other. 
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lication as a requirement in connection with the granting of 
the Ph.D. There are some, however, who decry the passing 


of the publication requirement and the standard it repre- ` 


sented. At a few universities, an attempt is being made to 
institute another standard, namely, that a candidate for a 
Ph.D. should be able to write an article acceptable for 
publication in a leading professional journal. All admit that 
not every candidate could in fact get such an article ac- 
cepted, if for no other reason, because there are simply not 
enough journals to carry ‘articles by each year’s crop of 
Ph.D.’s. But the proposed standard is not that the candidate 
should actually publish, but only that he should be able to 
write an article of approximately the same quality as those 
which are published. Others have proposed that a candidate 


should be able to write a publishable review of a book in his © 


special field, still others that he should be able to write an 
elementary textbook in his field. 

My judgment on this question is that publication has been 
grossly over-emphasized. For the same reason that most 
Ph.D.’s cannot be expected to make important and original 
research contributions, most of them cannot be expected to 
turn out writing of a publishable quality. Few dissertations 
.are published either in entirety or in article form, and in 


fact many recipients of Ph.D.'s never produce significant. 


publications. To hold rigorously to a publication requirement 
could have only two effects—both of them undesirable: 
either the drastic raising of standards so that only a fraction 
‘of the present flow of candidates could be awarded degrees, 
or the proliferation of second-rate publications and a drastic 
lowering of the standards required for publication. As it is, 


the emphasis on publication as a means to prestige and pro- . 


fessional advancement has the undesirable effect of encourag- 
ing a flood of unimportant and unconsidered articles, papers, 
. pamphlets and books. How much better if, in graduate 
school, students were led to become more reticent and self- 
critical concerning their intellectual output instead of being 
encouraged to publish whether or not they have something 
important to contribute. 

But merely to say that the encouragement of publication 
has been overdone does not dispose of the problem of what 
standard to set for the Ph.D. candidate regarding writing. 
I believe that he should be able to do at least the following 
kinds of things: (1) write an acceptable memorandum, 


- 
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addressed to his non-economist superior regarding some re- 
cent development in his field, reporting on a research project 
in which he has been engaged, or stating his views on 4 
public policy proposal pertaining to his field; (2) write 2 
short statement on some technical point or some recent event 
for the use of undergraduate students; (3) write a report for 
technically-trained readers on a research project in which 
he is engaged; (4) assist in preparing testimony to be given 


before a legislative committee; and (5) write critical analy- 


ses or syntheses of current literature in his field. In the | 
above list, I have refrained in each case from indicating 
that he should be able to produce writing of a quality suit- 
able for publication. I had in mind, however, that the quality 
should be very close to publishable. Indeed, I might concede 
that he should be able to write acceptably for publication 
in a house organ in the business firm where he is employed, 
in a specialized government document, in the kind of aca- 
demic publications usually labeled “Studies Ir ." Per- 
haps he should be able to write a book review that would 
be acceptable for publication in a leading journal. But I 
believe it would be unrealistic to expect every Ph.D. candi- 
date to be able (either immediately or at a more remote 
time) to contribüte articles to a leading journal, to. write 
for periodicals having national circulation, or to write books 
for commercial publication. 





4. Professional orientation and motivation. 
(a) The candidate for the Ph.D. should exhibit a serious interest 


(b 


in economics, a will to advance his knowledge of the subject, 
and a desire to make contributions to it. He should be dedi- 
cated to a life of study and investigation in the field. He 


' Should set high standards for his own professional work, 


— 


and should hold shoddy or intellectually dishonest work in 
contempt. 

He should be imbued with the values that are traditional with 
scientific workers in all fields: namely, freedom of inquiry, 
freedom of expression, respect for logic and objective evi- 
dence, the obligation to report findings fully and accurately 
and to submit them to criticism, the desire to advance knowl-. 
edge regardless of its immediate utility, and,a concern to 
utilize the findings of science in ways that will benefit man- 
kind. This value system is difficult to apply to economics, 
a discipline which operates in an area that bristleg with 


ye 
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interest groups and ideologies. Economists, moreover, are 


part of the society they study. They are themselves mem- 


bers of interest groups and believers in ideologies. Therefore, 
scientific integrity and objectivity is for them much more 
difficult than for chemists; astronomers, or anthropologists. 
This means that the problems of scientific integrity and ob- 
jectivity, which can almost be taken for granted in other 
fields, must be handled with special care in economics, An 
economist who wishes to follow the canons of science must 
be concerned with freedom of inquiry and freedom of ex- 
pression even for those whose ideas he does not accept; he 
must have respect for logic and evidence even when they 


. lead to conclusions he dislikes; he must report findings fully 


and accurately regardless of the interests that may be af- 
fected; and he must be interested in the advance of economic 
knowledge all along the line whether or not it supports his 
special views. It becomes incumbent upon economists, there- 
fore, to attempt to understand their own ideological biases 
and to guard against them in their professional work. Econ- 
omists must be constantly on guard lest they fail to distin- 
guish between their beliefs and objective fact, or lest they 
subconsciously select evidence to fit their beliefs. The gradu- 
ate school is the place where much can be done to help 
economists understand the perils of ideological biases and 
the meaning of detachment and objectivity. 

This does not imply that graduate students should be 
decontaminated of all ideologies or that they should be en- 
couraged to take passive or neutral positions on social issues. 
It implies only that they should become aware of the differ- 
ence between belief and fact, that they should recognize 
their own personal biases, and that they should understand 
the nature of scholarly integrity. 


5. Capacity for growth and adaptation. 


Graduate study should be directed toward acquiring the 
fundamentals of the subject and toward erecting an intel- 
lectual foundation on which further building will be possible. 
In accordance with this objective, the graduate years should 
not be devoted to intense specialization. That is to come 
later. It is to be expected that in 10 or 20 years, after a 
candidate has acquired years of experience and self-educa- 
tion, he will be able to achieve many things which are beyond 


him as he emerges from graduate school. It is possible that 
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standards for the Ph.D. should be stated in terms of the 
kind of economist the candidate can reasonably be expected 
to become in 10 or 20 years, rather than in terms of his 
actual accomplishments to date. At any rate, it is evident 
that one of the standards should be capacity for satisfactory 
professional development. This capacity must be measured 
in terms of his motivation, initiative, and energy as well as 
his intellectual equipment; and in terms of his ability to 
adapt to new developments in the field as well as to carry 
forward present modes of thought. 

Care must be exercised in applying this standard. It some- 
times opens the way to rationalized laxity on the part of 
examining committees. It is easy ior them to say, when 
faced with the unpleasant task of appraising a questionable 
candidate: “He isn’t very strong, but he may develop given 
time for greater maturity and experience.” I believe that 
this is usually sheer rationalization. In most cases, those 
candidates who do not meet the standards for the Ph.D. 
are the very ones who do not have the capacity for growth. 
Success in the graduate period is the most reliable index of 
the intellectual and motivational qualities that will lead to 
professional growth after the graduate years. 


Conclusions Regarding the Ph.D. 


I have presented a long array of minimal standards which might 
be employed in appraising candidates for the Ph.D. It is obvious that 
such an array of standards should not be applied mechanically. It is 
equally clear that it would be foolish to reject some candidate who 
failed to meet every single standard. For example, one might easily 
pass a candidate whose speaking ability was sub-standard. As one 
professor commented, “I would gladly grant a Ph.D. to a deaf mute 
if he had the required intellectual qualities.” Similarly, one might not 
wish to hold rigidly to standards regarding writing ability, teaching, 
general knowledge, personal adjustment, or professional orientation. 
Rather, all of the standards should be regarded as a unified set of 
criteria by which candidates are to be judged. Ideally, a profile might 
be constructed for each candidate indicating his score with respect 
to each of the standards. Any candidate would be expected to score 
higher in some respects than in others. If a given candidate should fall 
below minimum on one or a few counts, this might be overlooked if 


his score on others were distinctly above the minima. However, none 


of the standards is unimportant or to be passed over lightly; hence, 
any candidate who falls below the minimum in any one respect should 


—- 
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fail unless he shows genuine distinction in some other equally. im- 
portant area. With some of the standards, of course, no compromise 
should be made. This would be true especially of general intelligence, 
motivation, preparation in the common core, preparation in the candi- 
date’s special field, and reading ability. l 

These standards have been designed on the assumption that little 
differentiation is to be made between those students who are expecting . 
to enter college teaching and those who are pointed toward research, 
consultative, and administrative positions in business, government, or 
research organizations. It has been frequently suggested that these 
two types of students should be set apart and given different types of 
education.“ There is strong evidence that members of the economic 
profession do not favor such differentiation, although some would 
argue for more attention to the training of college teachers. Out of 27 
institutions reporting, only 4 indicated that any effort -is being made 
to differentiate the two types.of students and these indicated that this 
was done,only by means of informal adjustments in the programs of 
individual students. When graduate professors were asked to give an: 
opinion on the desirability of such differentiation, the overwhelming 
majority were opposed. They felt that the diversity of student objec- 
tives is no handicap to the instructional program, and that the several 
types of students should have virtually the same educational pro- 
grams. The professors were almost unanimous in their opposition to 
the proposal that the graduate school should be divided into two units, 
one for the training of prospective college teachers and the other for 
the training of research workers. In short, most graduate professors 
feel that the task of the doctoral program is to produce economists 
who will have the basic equipment and flexibility to function in any 
of the vocational fields open to economists. They feel also that research: 
training is essential in the education of college teachers. 

On the whole, the above array oí standards has been expressed 
in terms of what the candidate should know and be able to do rather 

? One of my critics writes: “I have very mixed feelings regarding these standards. 
Sentence by sentence I agree with almost everything you say; yet as a whole I am some- 
what uneasy. (a) You seem to be applying a double standard—an ideal one for things 
that can’t be checked and a more realistic one for things that can be, (b) these are not in 
any meaningful sense minimal standards—though some individual ones are, (c) in the: 


standards rega-ding knowledge, you ask too much and too little—too much breadth and 
too little depth." 

** See, for example, Howard ‘Mumford Jones, Education and World Tragedy, Cambridge, 
1946. 

3 While most departments are oriented largely toward preparing college teachers, a few 
are attempting tò specialize in training civil servants or economists for business. I do not 
mean to oppose such specialization so long as it does not result in inferior or narrow 
education: 
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than in terms of abstract qualities such as initiative, imagination, 
creativity, perseverance, self-discipline, critical facility, etc. This is 
not to imply that these qualities are unimportant. Quite the contrary. 
They are simply subsumed under the standards which are expressed, 
so far as possible, in operational terms. 

To summarize the standards suggested, I can hardly do better than 
to quote from a report of the Committee on Professional Training of 
the American Chemical Society on the “Philosophy of Graduate Train- 
ing at the Ph.D. Level:’** “The objective of graduate training at the 
doctoral level is to stimulate and develop in properly selected and 
qualified students the power for creative achievement in their chosen 
fields. In order to accomplish this these students must be given a 
thorough grasp of the fundamental sciences underlying their general 
fields of special interest. Their ability to recognize unsolved problems 
should be developed and they must be trained in the effective applica- 
tion of modern methods and techniques to the solution of these prob- 
lems. They should be trained in logical thinking and should be helped 
‘to develop the ability to express themselves clearly and forcefully both 
orally and in writing. Their interest and enthusiasm for research and 
creative work should. be fostered.” 


Standards for the Master’s Degree 


Opinions in the profession about the objectives of the doctoral pro- 
gram and the significance of the Ph.D. are much more clearly crystal- 
. lized than those about the master’s degree. There is a tendency in 
many quarters, quite mistaken I think, to belittle the master’s degree, 
to regard it as an unimportant vestige, or even to eliminate it. It is 
spoken of as “a fifth year of undergraduate work” or “as a consolation 
` prize" for those who can't qualify for the doctorate, or as a “catch- 
' all” degree for those who want a little specialized graduate training, 

or as a "union card" for secondary school teachers. It is true that the 
master's degree is sometimes all of these things, but it does not follow 
‘that it is nothing more or that it should be despised, ignored, or elimi- 
nated. 

A large part of the actual graduate teaching of economics is bestowed 
upon students who will never receive the doctorate. À great majority 
attend graduate school for only one or two years. The number of 
master's degrees granted each year is four or more times the number 
of doctorates awarded, and there are many students who receive no 
graduate degrees whatever. The great bulk of graduate study, then, 
is done in the earlier years or, roughly, at the master's level. Clearly, 


1 Chemical and Engineering News, Jan. 19, 1948, p. 167. 
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we should consider carefully the program in the earlier years of gradu- 
ate study, the role of the master’s degree, and the standards it should 
represent. 

The many graduate students who do not attain the doctorate, and 
for whom the master’s degree is likely to be a terminal degree, may 
be divided into six groups:?” 


1. Prospective secondary school teachers. 

2. Those interested in specialized vocational training, e.g., security 
analysis, market research, specialized statistical work, etc. 

3. Those merely adding a fifth year of education with career plans 
indeiinite. 

4. Prospective teachers in junior colleges or colleges who do not 
intend to try for.the doctorate. 

5. Those hoping to enter professional work as economists in gov- 
ernment or business without commitment to a narrowly special- 
ized field. 

6. Those who hope to earn the Ph.D., many of whom will fall by 
the wayside before attaining the doctorate for reasons of intel- : 
‘lectual deficiency, lack of motivation, inadequate finance, poor 
health, attractive vocational opportunities, etc. 


On the basis of an inquiry to graduate professors and from data 
on the actual career objectives of graduate students (see table 10), 
I would judge that the percentages of first-year graduate students in 
each class would be about as follows: 


Prospective secondary teachers .............. elus. 5% 
Specialized vocationalists .................seseses. 5 
Fifth year of liberal education «oorr 15 
Teachers in higher education ................. wee. 10 
Prospective economists in business and government .. 30 
Prospective or hopeful candidates for the Ph.D. ..... . 35 
dol s v vespa ER Sia dog Ux Be Mae RE 100 


It may be properly argued that not all of these classes of students 
should. have identical educational programs. Yet it can also be argued 
that only those who meet certain minimal standards should be granted 
the master's degree in economics. Perhaps other degrees should be 
used for those who want and deserve a master's but who do not meet 
the requirements for the master's degree in economics. But the degree 


* Cf. New England Conference on Graduate Education, Report of Subcommittee on — 
Requirements for Master's Degree, 1046. 
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: in economics should be maintained as signifying a certain level of 
ability and certain achievements i» economics. 

Those who do not meet these standards may have excellent reasons 
for pursuing their particular studies, but they should not be awarded 
the master's degree in economics. Thus, if a prospective secondary 
teacher wishes to devote much of his time to the study of educational 
methods, or to the study of a variety of social sciences, without master- 

‘ing the minimal requirements in economics, this may be entirely 
defensible, but it should lead to a degree in “education” or in *teach- 
ing of the sccial studies"—not in economics.’ If an individual wishes 
to enter a program of study pertaining directly to security analysis or 
‚to statistical methods in sales forecasting or to some other aspect of 
a job, without meeting the requirements in economics, perhaps he 
should be pezmitted to do so, but he should not be awarded the master's 
degree in economics, Similarly, if a student wishes to round out his 
education with a fifth year of liberal education, without meeting the 
requirements in economics, he should be permitted to do so—but 
again without the expectation of receiving a master's degree in eco- 
nomics. 

Nevertheless it can be argued that many students in each of these 
three groups would be wise to meet the requirements in economics 
rather than merely to pursue narrow vocational interests or to become 
dilettantes. My conversations with educators suggest that the profes- 
sion of teaching social studies in secondary schools would be enriched if 
it included more persons who have substantial training in economics. 
At present, most teachers of the social studies are, quite properly, 
trained in history. Many believe, however, that it would be desirable 
if à somewhat larger number of these teachers were well-trained in 
economics (or in sociology or political science). Those who wish to 
pursue some specialized vocational training are often deluded into 
thinking that the only education they need is that which is directly 
'germane to the particular job on which their attention is fixed. They 
sometimes forget that versatility and ability to develop come through 
laying a foundation on which many different kinds of skills can be 
based rather than through acquiring one specialized skill that is not 
easily transferable. If one wishes to be a forecaster of sales, it is better 

-in the long run for him to know about the fundamentals of statistics 
and economics than to know the latest techniques for gauging next 
month's sales of toothpaste. Likewise, many of those who wish merely 

Cf. Roger P. McCutcheon, “The Master’s Degree and the Teacher Requirements,” 
School and Society, Sept. 22, 1951; and Committee on Graduate Work, Association of 


American Universities, “The Master’s Degree.” Journal of Proceedings and Addresses, 
1945, p. 14. 
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: to add a fifth year of general education may be well-advised to buckle 
down to a basic regimen in economics or some other solid field rather 
than to pick up scattered and unrelated samples of superficial knowl- 
edge. All of this argues for a solid program in economics leading to the 
master's degree for many students in the first three of the six groups 
listed above. And all students in the last three groups, it may be 
presumed, should be interested in such a basic program in economics. 
These include the prospective college teachers, the prospective econ- 
omists in business and government, and those planning to go on to the 
Ph.D. ; 

The conclusions, then, are (a) that only those students who measure 
up to the requirements for a master's degree in economics should re- 
ceive this degree, and (b) that most students who are interested in 
some aspect of economic study probably would do well to try to meet 
these requirements. Apparently, a large majority of the profession 
agrees with this position. Only 4 of 50 reporting departments indicated 
that they attempted to offer separate programs for some of the several 
classes of students. In a questionnaire directed to graduate professors 
of economics, I asked if they felt that the diversity of career objectives 
among first-year students was a serious handicap to the instructional 
program. More than two-thirds answered in the negative, and only 
about 7 per cent gave an unqualifiedly affirmative response. I also asked 
if they felt that the several types of students should be distinguished 
and distinct programs arranged for some or all of the groups. More, 
than half answered in the negative and only about 10 per cent were. 
definitely favorable. Of those who answered negatively more than half 
indicated that the same type of program would be suitable for most or 
all students, and that minor variations in student needs could be easily 
handled on an individual basis. Others felt that the number of students 
does nct justify several programs, that many students are too uncertain 
regarding their future plans to warrant further specialization, or that 
the creation of several programs would lead to undesirable specializa- 
tion. I feel that all of these are cogent arguments. My conclusion is 
unequivocally that there should be one basic program and one degree 
for first-year graduate students in economics regardless of their ostensi- 
ble career objectives, that this program should be flexible enough to 
take care of variations in individual backgrounds and needs, and that 
it should be rigid enough to insure that everyone who receives a 
master's degree in economics meets the standards which that degree 
should symbolize. 

Regerding those students who are planning to proceed to the Ph.D., 
the issue is frequently raised as to whether they should actually take 
the master's degree on the way to the Ph.D. Only 7 of 36 reporting 
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universities ordinarily required the master’s degree of students who 
are to become candidates for the Ph.D. About half recommend that the 
student take the master’s degree en route to the Ph.D. A few universi- 
ties are discouraging prospective doctoral students from taking the 
master’s degree or at least are not requiring or encouraging them to do 
so. 

In some universities, the master's degree is granted automatically to 
students who pass the preliminary examination for the Ph.D., and also 
to those who fail to pass the preliminary.examination but who are 
nevertheless judged worthy of the master's degree. In others, the 
master's degree is ordinarily granted only to those who fail in the 
preliminary examination, and the degree thus becomes a kind of “con- 
solation prize." In these institutions, those who pass the preliminary 
proceed directly to the doctorate without taking the master's degree at 
all. In either case, there are no special requirements or formalities for 
the master's degree. If the degree is granted, it is done merely as a 
perfunctory gesture or as a consolation prize. 

This tendency to eliminate the master's degree as one of the steps to 
the doctorate is, in my judgment, a serious mistake. It is a practice 
likely to result not only in further depreciation of the master's degree 
but ultimately in a deterioration of standards for the doctorate as well. 

There are several reasons for this conclusion. First, the procedure 
by which the master’s candidate prepares a thesis and submits to 
formal comprehensive examinations provides an excellent device for 
determining his fitness to proceed to the doctorate. A faculty advisor 
and an examining committee for a master's candidate are in a strong 
position to handle the difficult problem of eliminating unfit students. 
They can pass simultaneously on qualifications for the master's degree 
and fitness for further study toward the Ph.D. At this point the better 
students can be systematically encouraged and the unqualified weeded 
out. Second, the requirement of a valid master's degree in economics 
provides the leverage by which the student may be required to make up 
deficiencies early in his graduate career. By denying the master's degree 
until first things have been done, the student is forced to build a secure 
foundation for his later doctoral studies. Third, the necessity of meeting 
the requirements for the master's degree provides the student with an 
immediate and specific goal for his early graduate work. This helps to 


? Cf, Committee on Professional Training, American Chemical Society, “Philosophy 
of Graduate Training at the Ph.D. Level,” Chemical and Engineering News, Jan. 19, 1948. 
This report-states (p. 167) “The master's degree should not be used as ‘consolation’ to a 
doctoral candidate who has proved to be unsatisfactory, but should be awarded only on 
its own merit to students who have demonstrated positive achievement well beyond the 


bachelor’s level.” 


i 
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give focus to his early work and offers strong incentives to accomplish- 
ment. Fourth, the writing of a master's thesis is. first-rate experience 
for the younger graduate student. Fifth, the requirement of a sound 
master’s program in the early years would tend to insure a well-rounded 
education for those who are forced to drop out before completing their 
course work for the doctorate. Fewer would end up with incomplete or 
fragmentary programs. Finally, if these same students who were 
forced to drop out—many of them for reasons unrelated to their com- 


petence—were awarded a master’s degree, they would be.able to go 


forth with a definite and widely recognized symbol of their achieve- 
ment.” 

My conclusion, then, is that the great majority of students in the 
first year of graduate study should enter a basic, non-specialized pro- 
gram of study in economics and that this program should lead to the 
award of the master’s degree to those completing it successfully. Those 
who do not see fit to enter such a program—even for the best of reasons 
— may well be permitted to pursue their studies and may well be 
granted degrees of some kind but they should emphatically not be 
awarded the master’s degree in economics. That degree should be rein- 
stated as one signifying a substantial accomplishment in economics 
and a level of professional competence as an economist. 

If the objective of revaluating the master’s degree is to be achieved, 
one practice all too common in American universities must be dis- 
continued. This is the practice of granting the master’s degree after one 
year’s graduate work—after the accumulation of so many hour’s credit 
—almost regardless of the student's prior achievements or his general 
“mastery” of the field. As one professor puts it: “Our master’s program 
accepts the student as he emerges from undergraduate school and takes 
him as far as he can go in one year." The master's degree should be 
awarded on the basis of standards of achievement, not on the basis of 
clock hours devoted primarily to repairing deficiencies in the student's 
background.” 

2 Many but not all graduate professors agree with the position that the master’s degree 
ought ordinarily be taken on the way to the Ph.D. When queried on this point 27 out of 
59 graduate professors were in favor, 16 thought it depends on the individual student and 
his needs, 10 thought that the taking of a master’s doesn’t make much difference, and 6 
were oppcsed. One of my critics who agrees with my general position said, “While, in 
general doing the master's degree is a good thing, I find occasional very good students 
who understand researching, organizing, and writing up materials and who therefore make 
better use of their time if they do not take the master's." I do not disagree with this but 
I believe (as does my critic) that there are relatively few such students. 

= Cf, Committee on Graduate Work, Association of American Universities “The Master's 
Degree," Journal of Proceedings and Addresses, 1945, p. 6. This report states (p. 9) : “This 


degree should represent successful completion of an educational experience one stage be- 
yond the Bachelor's degree both in specialization and in the character of the subject-matter 
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Having argued for the reinstatement and revaluation of the master's 
degree in economics, the question remains: What should be the minimal 
standards by which master's candidates should be judged? In general, 
the criteria would be similar to those for the doctorate except that 
standards would represent a generally lower order of ability and 
achievement. 


1. Personal qualities. 

(a) In general “intelligence,” a master's candidate should rank 
at least among the top third of all college graduates—as 
measured by his undergraduate grades or his achievement 
on appropriate tests.” 

(b) He should have the motivation, initiative, and energy for 
further professional growth, though not necessarily at the 
rate required of a Ph.D. candidate. 

(c) He should have the emotional stability necessary to function 
in the kinds of positions economists are called on to fill. 

(d) He should be a person of integrity and good character. 


2. Knowledge. 

(a) Common Core. He should have a knowledge of economic 
theory equivalent to that which could be obtained in rigorous 
one-year graduate courses for which undergraduate inter- 
mediate theory and money and banking is a prerequisite. 
His knowledge of theory should include value, distribution, 
money and employment. He should have a knowledge of 
statistics such as could be acquired in a solid half-year gradu- 
ate course for which an elementary undergraduate course is 
a prerequisite, It is possible that economic history and. 
history of economic thought would not be included in the core 
for the master's candidate, though of course they would 
be highly recommended. 

(b) Special fields in economics. Each candidate for a master’s 
degree should be prepared in one or two special fields in addi- 
tion to the common core. If one field is offered, his prepara- 
tion should be the equivalent of what could be obtained in a 





studied and the manner of presentation. An ideal requirement for the atiainment of this 
degree is the kind of intellectual development and demonstrated performance that could 
be expected from a student who has had broad and thorough undergraduate preparation 
for his subsequent work, has manifested scholarly interests by his undergraduate record 
or otherwise, and has zealously devoted himself for at least one year to work as a' 
graduate student under the active guidance of able scholars and teachers and with the 
proper use of adequate library and laboratory facilities, all (or at least a great majority) 
of the courses pursued being at a level which presupposes knowledge of the elements of the 
subject-matter studied." 


= Cf., “The Masters Degree,” of. cit., p. 1. 


v. 
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(c) 


(d) 


(e) 


(2) 


(b) 


© 


one-year graduate course. If two fields are presented, his 
preparation in each should be equivalent to what could be 
obtained in a half-year graduate course. In case a-student 
wished to present a field from the common core as a special 
field, he would be permitted to do this by presenting evidence 
of mastery beyond that required for all students. All stu- 
dents should write a master’s thesis or equivalent in the, 
major field. 

General knowledge of the entire field of economics. A ` 
master’s candidate cannot be expected to have the breadth 
of knowledge required of a candidate for the Ph.D. However, 
he should have a knowledge of perhaps three fields, in addi- 
tion to his common core and special fields, equivalent to that 
which could be obtained by taking any undergraduate “sur- 
vey” course in the field or reading an elementary textbook. 
Research tools. The master’s candidate should not be re- 
quired to show proficiency in any research tools (except 
statistics which is covered under the common core). 

Fields outside economics. The master’s candidate should not 
be expected to show the breadth of knowledge required of the 
Ph.D. However, he has presumably completed a liberal edu- 
cation and should be held for a range of knowledge such as a 
graduate of a liberal arts college, placed in the upper third 
of his.class, could reasonably be expected to have, plus that 
which an intellectually curious and alert person would have 
acquired independently. He should be specifically required 
to repair gross defects in his general intellectual background 
before he is awarded a master’s degree. 


. Abilities and skills. 


Reading. A candidate for the master’s degree in economics 
should be able to read with comprehension any of the easier 
professional literature in the common core and in his special 
fields and he should be able to understand its relevance to 
problems and issues. l 

Writing. He should be able to write correctly and with logical 
organization, brief or fairly extended discourses on subjects 
in his special fields. 

Speaking. He should be able to present an economic subject 
before a class or small group, and to explain a point in an 
informal discussion. The requirement in speaking should be 
thought of jointly with the requirement for writing and high 
competence in one should substitute for deficiency in the 
nther - 
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(d) Teaching. Under supervision, and with time for preparation, 
he should be able to teach the first undergraduate course in 
principles of economics. 

. (e) Research. He should be able to carry on limited research 
projects under general supervision, or to serve as a useful 
research assistant under the detailed supervision of a mature 
research worker. He should be able to use economic theory 
to a modest degree in analyzing the effects of changes in 
economic variables and in formulating research hypotheses. 

(f) Writing for publication. The master’s candidate should not 
be required to be able to produce manuscript that is at a level 
of quality acceptable for publication. He should, however, 
be able to write acceptable memoranda and reports. The 
writing of a thesis should be both preparation to meet this 
requirement and a test of the student's ability to meet it. 


4. Professional orientation and motivation. 

(a) The candidate ior the master's degree should exhibit a 

' serious interest in economics, and a desire to continue his 
study of the field. 

(b) He should have achieved a degree of objectivity and critical 
facility in matters relating to economics, and a respect for 
logic and evidence. - 

5. Capacity for growth ‘and adaptation. The candidate for the 
master's degree should have the motivational pattern and the 
intellectual equipment necessary for professional growth and for 
adaptation to new developments in the field. A person who has 
completed the requirements for the master's degree but shows 
no ability or inclination to grow or to carry on further work in 
the field should probably not be awarded the degree. 


I believe that these standards are in accord with much of the think- 
ing of graduate professors of economics although they apparently 
seldom consider standards or educational objectives explicitly in terms 
of what the student can do as distinct from what he knows. When a 
group of graduate professors were queried on their conception of the 
“knowledge, abilities, and personal qualities" which a master's degree 
in economics should symbolize, they provided a variety of responses. ` 
Many of them emphasized analytical ability, facility in the use of 
theory, and a grasp of “economic relationships." Some stressed the 
ability to read economic literature, to write, and to teach. Others 
thought that knowledge of sources of data, of research techniques, and 
of practical ability to do research work under supervision are of prime 
importance. A few mentioned knowledge of current policy issues, 
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awareness of "intellectual issues," knowledge of economic history and. 


' institutions, objectivity, maturity, curiosity, etc. 


My discussion of the master's degree in economics has been pred- 
icated on the assumption that it should become a significant degree 
representing substantial achievement and ability; that most graduate 
Students in economics should be candidates for this degree in the early . 
portion of their graduate study; and that among the students who 
should take the degree are those who are planning to work toward the 
Ph.D. To adopt the conception of the master's degree here outlined 
would require a substantial raising of standards and tightening of 
requirements in many universities. I believe that the result would be a 
desirable raising of the level of competence in the profession generally 
even if it should result in a reduction in the number of students receiv- 
ing degrees. 

Experience in the universities which are attempting to maintain 
standards for the master's degree at about the level suggested here 
indicates that more than one academic year is usually required for the 
completion of the master's degree. Apparently, only the most unusual 
and well-prepared students finish in one academic year. Most students 
require from a summer session to a year Dr additional time. Students : 
with assistantships often take 2 full years.”* 


_ Attitudes Toward Present Standards 


"To learn something about the extent of satisfaction with present 
standards for the master’s degree and the Ph.D. I asked graduate pro- 
fessors of economics this question: 

What percentage of the students whom you are turning out with master's 
degrees or Ph.D.’s in economics have, in your opinion, a knowledge of the 
field of economics and an ability to use this knowledge that is commensurate — 
with your concept of what a master's degree or a doctorate in economics: 
should signify? 


The responses were as follows: 








Master's PhD.” 
. Degree 

Half or less : 13% 20% 
More than half; Jess than three-quarters 10 5 
"Taree-quarters 13 9 
More than three iünriers; less than 95 percent 39 -" 27 
93 percent or more 7 5 
No answer 18 34 

` Total 100 100 


“Cf, Association of American Universities, “Report of the Committee on Graduate 
Work,” Journal of Proceedings and Addresses, 1945, p. 6. 
* Schedule IV: 61 respondents. Schedule VII: 59 respondents. 
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Those who felt that a significant number of degrees are awarded to 


_ persons who do not measure up explained the failure in several ways. 


Some thought it was due to inadequate prior preparation of students, 
lax admission standards, or inadequate attention to the weeding out 
of unfit Students. Others attributed it to failure on the part of the 
faculty to define standards and to apply them faithfully once defined. 
Others said it was a policy to use the master’s degree as the device for 


gently easing out students who are unqualified to proceed to the . 


doctorate. And some thought the trouble lay in the shortcomings of 
faculties or of facilities for the proper training of students. In general, 
the blame was usually placed on the faculty in one way or another. 
Apparently many of the respondent professors felt that present 
standards are somewhat ambiguous or in need of careful formulation, 
since a majority expressed themselves affirmatively on this question: 
Do you believe that a useful purpose would be served if the American Eco- 


nomic Association or some other qualified agency were to define minimal 
‘standards for the master’s degree and the Ph.D, in economics? 


The replies to this question were: . 


l Master's degree'* Ph.D.” 
Yes 51% 32% 
Yes, qualified 23 24 
Uncertain 8 . 12 
No 13 24 
. No answer 5 8 
100 100 


?* Schedule IV: 61 respondents. 
7 Schedule VIL: 59 respondents. 


— 


Chapter 5 


RELATIVE QUALITY OF GRADUATE 
STUDENTS IN ECONOMICS 


Economists everywhere are interested in the question of whether the 
graduate students attracted into the field are of a quality superior or 
inferior to those who enter other fields of graduate education and other 
learned professions. Evidence on this subject is difficult to obtain, and 
such evidence as is available cannot easily be appraised. Fortunately, 
additional data on this subject are being collected by the Commission 


.on Human Resources and Advanced Training under the direction of 


Dr. Dael Wolfle. But from this important and ambitious study only 


` certain preliminary results are available as I write. 


Evidence from Graduate Record Examinations 


The most comprehensive data on the relative quality of graduate 
students in various fields are provided by the results from the Gradu- 
ate Record Examinations. These tests, devised to aid in appraising 
candidates for admission to graduate school, have been given since 
1937 to many thousand prospective and enrolled graduate students. 
The tests were originally developed as a research project of the 
Carnegie Foundation for the Advancement of Teaching and are now ad- 
ministered by the Educational Testing Service of Princeton, N.J. 

In 1947 a comprehensive report was published comparing the scores 
of graduate students in various fields who had been accepted for ad- 
mission during the years 1945-47.* To avoid biased samples, only those 
students were included who were in graduate schools requiring the 
examination of all members of a class. This restricted the data to 41 
graduate schools and 5,972 students. Comparative data by níajor fields 
were made available for the 24 fields which were represented by 50 or 
more stüdents. 

The tests for which comparative data are available are the profile 
tests in eight parts: mathematics, physics, chemistry, biology, social 
studies, literature, fine arts, and verbal factor. The results of the tests 
are in the form of a set of scores on each of the eight parts. The scores 
are expressed on the basis of scales in which 500 is the average score.of 
the original standardization group (a highly selected sample of pre- 
war male students in universities of Northeastern United States) and 


*The Graduate Record Office, The Performance of Accepted Graduate Students on the 
Profile Tests, 1945-1947, New Berks 1947, . 
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TABLE 12.—GnADUATE RECORD EXAMINATION PROFILE Tests: MEAN OF SCALED 
Scorrs BY Major FIELD oF STUDENTS TESTED* 








Subject of tests 
Major field of 
students tested : Social | Litera- | Fine | Verbal | Number 
Biology | studies | ture arts | factor | tested 


All fields combined 


Biology 
Zoology 
Chemistry 
Biochemistry 
Mathematics 


Physics 
Engineering 
Agriculture 
History 
Political science 


ECONOMICS 


Sociology 

English literature 
Speech and drama 
Philosophy 

Music 





Education 
Psychology 
Business 

Home economics 
Library science 








Social work 
Medicine 
Nursing 














a Graduate Record Office, The Performance of Accepted Graduate Students on the Profile Tests, 1945-47, New York, 
December 1947, pp. 16-27. 
the standard deviation is 100. Table 12 presents the mean scores for 
each part of the test for students who were majors in various fields 
including economics. 

These data indicate that the profiles of the scores for students of 
various fields differ significantly. Those in the natural sciences tend to 
have higher scores in mathematics and natural science and lower scores 
in the social studies and humanities; students of the social studies have 
relatively higher scores in the social studies and the humanities, and 
lower scores in the natural sciences; etc. Economists apparently tend 
to have fairly horizontal profiles. Their performance on each part of the 
test is not far from that for the average of all students except in the 
social studies portion where it is significantly higher. 

Among the 24 student groups included in table 12, the rank of stu- 
dents of economics in the various parts of the test were as follows: 
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Mathematics 8th 

Physics 13th 

. Chemistry 14th 
= : Biology 16th 
Social Studies . 4th 

Literature 10th 

Fine Arts . 13th 

Verbal factor 5th 


From these results one gains the distinct 1 impression that students 
admitted to graduate study in economics are near the average of stu- 
dents in all other fields. In no field are the scores of economics stu- 
dents markedly lower than those for all students combined.? Their 


' Scores tend to be relatively low in the natural sciences and relatively 


» 


high in mathematics, social studies, and verbal factor. The fact that 
they are relatively high on the verbal factor portion is significant 
because this possibly measures general “intelligence” more adequately 
than any other part of the test. 


Evidence from Other Tests 


The commission on Human Resources and Advanced Training has 
collected and summarized a mass of data on mean intelligence scores 
of undergraduate and graduate students by major fields Some of 
these data, as summarized by the Commission, are presented in tables 
13 and 14. The data are converted to a common scale in which the 
mean for the general adult population is 100 and the standard deviation 


` is 20. 


Five scores are given for each field, one each for the 10th, 25th, 50th, 
75th, and 90th percentile. In interpreting these scores, one should 
visualize that the students in each group are arrayed, with respect to 
their scores from the lowest to the highest. The scores for the 10th 
percentile would then be the score of the person at the top of the lowest 
ten percent, the score for the 25th percentile would be the score of the 
person at the top of the lowest 25 percent, etc. For a single comparison 


, of the fields, the 50th percentile, or the median, would be most useful, 


but the other percentile scores would reveal the distribution of scores. 

As tables 13 and 14 show, the scores for students of economics are 
very near those for "all fields combined." According to these data, 
students of chemistry, other physical sciences, and psychology show 


1The Graduate Record Examinations are strongly weighted toward the natural sciences 
in that three parts are devoted to physics, chemistry and biology; whereas, only one part 
is devoted to the social studies. This tends to make the profiles appear more favorable 
to the students of natural science—especially physicists and chemists—than to the social 
science students, 

3See: Dael Wolfe and Toby Oxtoby, “Distribution of Ability of Students Specializing 
in Different Fields," Science, Sept. 26, 1952, pp. 1-4. 


68 THE AMERICAN ECONOMIC REVIEW 


TABLE 13.—DiSTRIBUTION Or APTITUDE TEST SCORES OF RECENT RECIPIENTS 
or BACHELOR’S DEGREES FROM 40 COLLEGES AND 
UNIVERSITIES, BY Major FIELDSP 





Percentile scores 





` Major field E 
50th 

10th 25th (median), 75th 90th 
All fields combined 112 119 126 133 140 
Chemistry 116 . 123 130 137 145 
Other physical sciences 116 123 132 138 149 
Earth sciences 114 120 126 134 139 
Biological sciences 112 119 - 126 133 140 
Psychology ` 113 119 128 135 142 
ECONOMICS 114 120 127 134 142 
History 110 118 125 132 139 
Other social sciences 108 ` 115 123 131 137 
English 114 121 128 136 143 
Foreign Languages 114 121 128 135 142 

Philosophy and other a 
humanities ^ 109 118 123 133 139 
Fine Arts 112 119 126 132 140 
Engineering 115 122 129 137 145 
Agriculture 114 119 124 130 137 
Home economics —. 100 110 118 124 130 
Nursing 113 119 125 134 143 
BUSINESS |an 117 124 131 137 
Education l 107 116 123 131 136 
Physical education 99 , M0 117 124 134 








* Wolfle and Oxtoby, op. cit., p. 2. The sample includes about 10,000 students. 


relatively high scores; and students of physical education and home 
economics rank relatively low. It is noteworthy, also, that students of 
business stand several points below students of economics. 

Still further information on the relative test scores of graduate 
students in economics, as compared with those of other fields, is 
derived from results of tests administered in 1950-51 in a leading uni- 
versity to students entering graduate study. These results are con- 
fidential and cannot be published except in summary form. On a scale 
in which the average of all graduate students at that university was 
500, the mean scores for 28 economics students on the several tests 
given in 1950 were 482, 507, 445, 465, and 494; and the scores for 20 
students on tests given in 1951 were 483, 482, 481 and 490. On the tests 
given in 1950 economics students as a group, out of 24 fields, ranked 


/ 


RELATIVE QUALITY OF GRADUATE STUDENTS IN ECONOMICS 69 


TABLE 14.—DisTRIBUTION OF APTITUDE TEST SCORES or GRADUATE STUDENTS RECENTLY 
ENROLLED IN 42 UNIVERSITIES, BY Major Freips* 


Percentile scores 








Major field 50th 

10th 25th (median) 75th 90th 
All fields combined * 114 121 129 137 144 
Chemistry 118 126 134 142 148 
Other physical sciences , 122 — 129 136 143 148 
Earth sciences 114 121 129 137 144 
Biological sciences 117 123 131 138 145 
Psychology 123 ` 130 137. 143 " 149 
ECONOMICS 114 — 121 130 138 145 
History 114 121 129 136 144 
Other social sciences 114 121 129 138 145 
English 120 126 134 141 147 
Foreign languages 115 123 131 140 148 

Philosophy and other f 

humanities u17 - 126 135 142 148 , 
Fine arts 112 119 126 135 143 
Engineering 118 123 131 139 145 
Agriculture 121 127 132 138 144 
Home eccnomics 110 116 121 127 130 
Medicine 119 125 132 138 145 
i 

Dentistry 112 118 126 134 142 
Other health fields 116 123 131 138 145 
“BUSINESS 112 > 119 126 133 140 
Education: 113 119 127. 134 139 
Physical education 108 115 120 125 129 
Law 117 120 129 133 140 
Social work 112 119 126 132 138 


a Wolfie and Oxtoby, of. cit., p. 2. The sample includes about 4,500 students. 


from 12th to 19th on the various tests. On the tests given in 1951, with 
17 fields reported, the economics group ranked from 9th to 15th. At 
this university, graduate students in economics are evidently below 
the average of all graduate students. 

Dr. Elbridge Sibley, in his study Tke Recruitment Selection and 
Training of Social Scientists compiled data on the relative stand- 
ing in their classes, as measured by grades, of undergraduate students 
majoring in various disciplines at five colleges. He classified the stu- . 


* Social Science Research Council, Bulletin 58, New York, 1948, pp. 23-28. 
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TABLE 15.—ScROLASTIC RANKING OF UNDERGRADUATE STUDENTS IN 
Five COLLEGES, By Major FIELDS: 














Percent 
Fi Percent Percent | mediocre 2 Number 
ield out- s Total of 

standing | “UP®tF and tudents 

$ inferior Students 
All fields 1% 27% 66% 100% | 1,989 

Divisions 
Social science? 7 25 68 100 763 
Mathematics and natural 
science. 10 37 53 100 | 388 
Humanitiese 8 26 66 100 476 
All other fields 6 19 75 100 362 
Selected Departments : 

Economics 6 24 70 100 240 
Government 3' 29 68 100 104 
History 9 26 65 100 116 
Psychology 7 25 68 100 59 
Sociology 5 16 79 100 57 
Mathematics and physics 19 32 49 100 78 
Biology 5 37 58 100 175 
Chemistry 11 43 46 100 54 
Languages and literature 9 25 66 100 305 
Business administration 2 15 83 : 100 60 
Engineering 8 13 79 100 78 





a Sibley, of. cit., p. 24. Data for students at Amherst, Brown, Harvard, Oberlin, and 
Chicago. 

b Includes anthropology, economics, geography, government, history, psychology, and 
sociology. » ` 

? Includes foreign languages. 

3 Includes only departments reporting more than 50 students. 


dents into three groups: (1) “outstanding,” those in the top 7V2 per- 
cent of students; (2) “superior,” those in the next.2614 percent of 
students; and (3) “mediocre and inferior,” all others. The percentage - 
distributions of students in each of several disciplines are shown in 
table 15. The percentage of outstanding and superior students in the 
natural sciences and humanities exceeded that in the social sciences. 
In economics, the percentage of outsanding and superior students was 
slightly less than that for the social sciences in general and for all 
fields. The percentage of outstanding and superior students was con- 
spicuously less for business administration than for economics. As 
Dr. Sibley was careful to point out, grades are not an infallible measure 
of the relative quality of students, especially when comparisons among 
students in different disciplines are being made. However, he obtained 
consistent results with a group'of students in the two-year college of 
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the university of Chicago, all of whom took substantially identical 
work in college but later majored in different fields.* 

In connection with the Graduate Record Examination, data have 
been compiled on the mean scores earned by college seniors on tests 
of general education.* Out of 31 major fields, the students of economics 
ranked, in the various parts of the examination, as follows: 


General Mathematics : $ 9th ' 
Physical Science- 13th 
Biological Science 21st. 
Social Studies 3rd 
Literature 17th 
Arts 22nd 
Effect:veness of Expression 16th 
Vocatulary 16th 
General Index 17th 


From the results of examinations for Junior Professional Assistants, 
the U. S. Civil Service Commission has compiled the comparative scores 
of those designating economics as their option and those designating 
other fields. The median scores for the group taking the: examination in 


December 1951 were as follows:" 
Verbal Quantitative Abstract 
ability ability test reasoning 


, 


test test 
economists 40 —— 21 35 
bacteriolozists 38 1 19 35 
geographers 38 20 34 
geophysic‘sts 41 26 39 
social science analysts 42 20 35 
statisticians 41 23: : 38 


On a similar examination given in 1941, data on the percentage of 
persons passing the general test were as follows: 


econ mists 84% 
administrative technicians 87 
chemists 80 
geologists 80 
meteorologists 84 


Relative Ability of All Graduate Students 


In comparing graduate students of economics with those of other 
fields, it must be remembered that graduate students as a whole are a 


* Sibley, op. cit., p. 26-27. 

* These data are available in mimeographed form from the Educational Testing Service, 
Princeton, N.J. $ 

‘These data were kindly supplied by Mrs. F. W. Luikart, Chief of the Examining and 
Placement Division. ' 


72 THE AMERICAN ECONOMIC REVIEW 


highly selected group. To say that economics students are near the 
average of all graduate students, is not to say that they are second-rate; 
the total population of graduate students with whom they are being 
compared is composed of a highly-gifted group. Dr. Wolfle and Dr. 


_Oxtoby have shown,’ that only about 10 percent of the total population 


of this country earns test scores higher than the average for all college 
graduates, only about 7 percent of the total pepulation earns scores 
higher than the average for all graduate students; and only about 2 
percent earn scores higher than the average of Ph.D.’s in the natural 
sclences.? 

To show the relative order of ability of all graduate students, Dr. 
Sibley compiled data on the graduates of the five colleges included in 
his study, by occupation or field of graduate study. As shown in table 


.16 the college graduates who attend graduate schools of arts and sci- 


ences include a high percentage of outstanding and superior students 
as compared with those who do not enter graduate study of any kind, 
and also as compared with those who enter the study of business ad- 
ministration, law, and medicine. 

A related study of graduates of the High School of the University 
of Minnesota who have taken advanced degrees confirms Dr. Sibley's 
results. The mean intelligence quotients of this group, by type of 
advanced degree, are as follows:*° 


D.D.S. 112 
M.D. ; 123 
LL.B. 127 
Master's Us 127 
Ph.D. 132 


The fact that graduate students rank about as high as medical stu- 
dents (in some studies higher) is of special interest because of the 
extreme care with which the latter are reputedly selected. Available 
evidence indicates that in terms of college grades and scores on tests, 
medical students are not necessarily more gifted, as a group, than stu- 
dents in graduate schools or arts and sciences. See tables 12, 14, and 16. 


Concluding Comments 


Certain very general and tentative conclusions can be drawn from 
available data on the quality of students who enter graduate work in 


*O0p, cit, p. 1. C£, data on distribution of Army General Classification Scores by 
highest year of school completed, President's Commission on Higher Eduration, Higher 
Education for American Democracy, Washington, 1947; Vol. 6, p. 11. 

? Comparable data not available on the social sciences. 

- " Royal B. Embree, A Study of the Graduates of the University High School from 1921 
to 1945 with Special Reference to Their Subsequent Academic Careers, Ph.D. Dissertation, 
University of Minnesota, 1947, p. 495, 516. 
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TABLE 16.—ScROLASTIC RANKING AS UNDERGRADUATES OF GRADUATES OF FIVE 
COLLEGES, BY OCCUPATION OR FIELD OF GRADUATE STUDY 

















P Percent Numb 
Occupation or field of ag Percent | mediocre Total $ t er 
graduate stuċy eal superior and Oe t 4 t 
standing inferior students 
—€———— — — — P A S 
"Total 795 27% 66% 100% 1,989 . 
No graduate study reported 3 23 74 100 1,091 
Attending graduate schools of 
arts and sciences 20 37 43 100 331 
Social sciences? 23 29 48 ^ 100 117 
Mathematics and natural i 
sciences ` 21 52 27 100 122 
Humanities? ; 14 _ 27 59 100 92 
Attending vocational or profes- 
sional schools 8 29 63 100 567 
Business administration 4 26 70 100 94 
Law 8 38 54 100 158 
- Medicine 7 34 59 100 119 
Other schools 10 19 71 100 196 


a Sibley, op. cit., p. 32. Data for graduates of Amherst, Brown, Harvard, Oberlin, and ` 
Chicago. 

® Includes anthropology, economics, geography, government, history, psychology, and 
sociology 

$ Includes foreign languages. 


economics. First, graduate students in economics are apparently well- 
rounded; i.e., they have rélatively equal abilities on the various por- 
tions of tests. They are apparently neither outstandingly deficient. 
nor proficient in any field of learning. This is revealed by the horizontal 
form of the profiles of economics students as compared with those in 
other fields (see table 12). Second, economics graduate students tend 
to be near the average for all graduate students (see tables 12, 14, and 
15). 

Of interest because of the close relation of economics to the field 
of business, is that students of business administration’ apparently 
make somewhat poorer showings on the various scores than students 
of economics (see tables 12, 13, 14, 15, and 16). 

Any conclusions drawn from the data presented must be interpreted 
with caution. First, the samples from which the data are drawn are 
limited. Second, it is possible that some of the tests may be designed 
in such a way that students with particular talents or training will 
be able to make better scores than others. Differences in the scores 
might then not reflect differences in basic ability or intelligence. Third, 
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the ability to make high scores on intelligence tests or high grades is not 
the only criterion of the quality of students. Indeed, studies of the 
relation between test scores or undergraduate grades and “success” 
in graduate schools seldom yield correlation coefficients above 60 or 
70. While this is considered high for this type of correlation, yet it 
suggests the presence of important factors in graduate school success 
other than ability to make high scores on tests or a good undergraduate 
record. Fourth, the attractiveness of various fields to bright students 
may change according to the times. It is possible, though I have no 
evidence, that economics had greater attractiveness to good students 
in the 1930's than it has today; and that today the physical sciences 
may be relatively more attractive as a result of enormous publicity. 

It is easy to find arguments for questioning or ignoring test scores 
and undergraduate grades as a measure of the relative quality of stu- 
dents in various fields. Yet, the general consistency of the data from 
several sources indicates that these results cannot be lightly dismissed. 

Members of the economic profession can take some satisfaction from 
the fact that the new recruits into the profession are in ability near the 
average for all graduate students. This is near the average of a very 
select company. They can also be pleased that there are many new 
recruits who are far above average. However, they should not become 
complacent on the basis of the average or Rear AVETaRS ability of the 
new recriuts. 

The average for all students includes fields such as fine arts, music, 
physical education, education, dentistry, home economics, and social 
work—fields which do not ordinarily draw the cream of graduate stu- 
dents or which do not require high proficiency in academic subjects. 
Among ‘the more traditional academic fields, economics is well below 
average. 

The profession would do well to proceed on the assumption that the: 
average ability of students attracted into economics is lower than it 
` should be in relation to the intellectual demands of the field and its 
importance in our national life. 


Chapter 6 


RECRUITMENT AND SELECTION 


The usual avenue by which young men and women enter the pro- 
fession of economics is graduate study. The procedures in the re- 
cruitment and selection of persons who are to study economics at the 
graduate level is, therefore, a major factor determining the quality of 
future personnel in the field. I believe that the profession is not fully 
meeting its responsibilities in recruitment, and selection. 

Evidence from: professors and from employers of economists indi- 
cates that for. many years there has been a ready market at prevailing 

' salaries for persons with graduate work in economics. But there is no 
critical shortage of economists in the same-sense that there is said to 
be a shortage of engineers or physicists. Current quantitative demands 
for economists Fardly justify an intensive campaign to recruit people 
into the field, ard do not warrant sacrifices of quality in the interests 
of quantity. 

The evidence of the preceding chapter suggests that the profession 
might wish to recruit more students of high quality and to reject some 
of the less capakle ones now being admitted.’ This raises the interesting 
question of how students now find their way into economics. 


Decisions to Enter Graduate Study in Economics 


As shown in table 17 the present and former graduate students 
responding to my questionnaires first decided to major in economics at 
widely varying -imes. Less than 10 percent had decided before entering 
college, about 40 percent had decided by the end of the second year 
of college, and only about three-fourths had decided by the end of 
their college careers. The time of decision to undertake graduate study 
in economics was still later. Only about a third had made up their 
minds prior to the fourth year of college, and only a little more than 


1 Apparently many graduate professors agree with this position. Most departments 
report that they are trying, through scholarships, personal advice, and assisting students 
to get scholarships elsewhere, to encourage good students to enter graduate work in eco- 
nomics. And most 5f them feel that greater efforts should be made to stimulate the flow 
of good students irto the field. Many of them emphasize that it is more good students— 
not just more stulents—that is wanted. On the question of supply of personnel into 
economics, one of my critics writes: “One of our problems is to learn to use lesser talent 
more successfully taan we do. I have the feeling the laboratory sciences do a better job of 
this than does economics. I believe, in any case, that we should treat talent as a scarce 
resource to be used as all other resources and we should try to meet the lack largely by 
having our society provide more in general rather than by pulling it from other fields." 
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TABLE 17.—Time or DECIDING TO Major IN Economics AND DECIDING TO 
UNDERTAKE GRADUATE STUDY, GRADUATE STUDENTS AND 
FORMER GRADUATE STUDENTS^ 








A Decision to 
Decision fe undertake 
s TUR M graduate 
E economies study» 
Before entering college . 10% 12% 
During first two years of college 32 9 
During third year \ : 21 13 
During fourth year 11 35 
After’ graduation but before entering graduate study 12 
After some graduate study in another field 11 
After being out of college: 
less than 1 year 9 
1-2 years 7 
3-5 years 8 
more than 5 years : 5 
No answer 3 2 
Total 100 100 


a Schedules IX and X: 358 respondents. 

b Cf., Elbridge Sibley, The Recruitment, Selection, and Training of Social Scientists, Social 
Science Research Council, Bulletin 58, New York, 1948, pp. 19-20. Sikley’s data indicate 
that the decision to enter graduate study is made somewhat earlier by natural science students 
than by social science students. " 


two-thirds by the end of their college work. The remainder decided 
after graduation from college. - 

"Tables 18 and 19 show the influences leading to those decisions as 
reported retrospectively by the individuals themselves. Most of them 


TABLE 13.—IwrLuENCES LEADING TO CHOICE OF Economics AS A Major, 
GRADUATE STUDENTS AND FORMER GRADUATE STUDENTS 





Percent 
reporting 
Developed interest through high school social studies 1% 
Developed interest from prior experience in government, business, 
` or labor unions - ` J 6 
Interested in economics 37 
Interested in public affairs or social welfare 24 
- Advice or influence of relatives 5 
Advice or influence of professors 13 
Attractive professional or business opportunities 21 
Other 10 
No answer 4. 


2 Schedules IX and X: 358 respondents. Percentages add to more than 100 because some 
respondents mentioned more than one influence. Cf. Horace Taylor (editor), “The Teaching 
of Undergraduate Economics," American Economic Review (supplement), Dec. 1950, p. 143. 
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say they chose economics as a major (Table 18) because they became 
interested in the.field, presumably from experiences prior to college or 
from courses taken in college. The advice of relatives and professors 
and the desire for careers in the field were apparently secondary influ- 
ences. It is notable that the number mentioning direct influence of 
professors was few as compared with the number ten PoUIuE intérest 
in the subject. ` . 

Among the influences underlying the decision to enter T study 
(Table 19), interest in the subject is important, but more than half 
mentioned the desire to seek a career in teaching or other professional 
work as a primary motive.. 


Recommendations on Reer uitment 


Since the decisions to take up economics as a major field of study 
and to enter graduate school are ordinarily made—and should be made 


TABLE 19.—INFLUENCES LEADING TO DECISION TO UNDERTAKE GRADUATE STUDY, 
GRADUATE STUDENTS AND FORMER GRADUATE STUDENTS* 


Percent 
reporting 
Interest in economics; intellectual curiosity 33% . 
Advice or influence of relatives ' : 
Advice or influence of professors 8 
Availability of scholarships or other financial aid 13 
Desire for career as teacher a1 
Desire for career in economics, teaching not mentioned | 24 
^ Other 11 
. No answer E i vc 5B 


* Schedules IX and X: 358 respondents. Percentages add to more than 100 because some 
respondents mentioned more than one influence. ' 


—during the student's undergraduate years, the practical things that 
can be done to attract a larger number of capable students into the field 
are things that must be done in the undergraduate colleges. 

The first of these, of course, is to interest more good students in 
majoring in economics. This is largely a matter of the quality of teach- 
ing and of text materials in the first courses. In institutions where the 
teaching of principles of economics is regarded as a hack job to be done 
by assistants, the prospect of kindling real interest is, of course, very 
slight. But this opens up a big question that exceeds the bounds of the 
present study. - ' 

A second, ànd much simpler suggestion, is to help undergraduate 
students to realize that there is a.profession of economics, that it offers 
wide and varied opportunities, and that it is by no means a strictly 
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academic field like classical languages or medieval history. Young 
people often have direct acquaintance with law, medicine, dentistry, 
business, agriculture, engineering, and education. Fields like chemisiry 
and physics are well known to them by reputation if not by actual 
contact. But they are unlikely to have known an economist or to have 
had the vaguest notion of what he does or of what opportunities are 
- open to him. It would seem useful, then, for departments of economics 
to provide systematically some professional orientation for their under- 
graduate students.” 

In my discussions with teachers of economics, I have found that 
many are.themselves lacking in an understanding of the professional | 
opportunities available to economists. Several have asked me: “What 
do you tell a student when he inquires about vocational possibilities - 
in economics?” The answer is to be found, for example, in the ad- 
mirable statement prepared by a Committee of the American Economic 
Association, or perhaps in the first chapter of this study. It is obvious 
that economics is a growing and expanding field and that there are 
many socially useful, interesting, and reasonably remunerative careers 
for persons trained as economists. These facts should be brought to the 
attention of students—even in the first course. To do so would be not 
solely an act of proselyting but a proper educational task. It may be as 
important for students to know what an economist is and what he does 
in our society as to know about Gresham’s Law or the kinked demand 
curve.* It is particularly important to acquaint students with these 
matters early, because the sooner the decision to become an economist 
is made, the more adequate can be the preparation for graduate study." 

Third, special attention should be given to counselling with süperior 
students who have elected economics as an undergraduate major. This 
is not to suggest that all such students should be urged to undertake 
graduate study, but only that the opportunities in professional . 


?Some departments do try to acquaint students with the possibilities of and the re- 
quirements for graduate work in economics, but I have the impression that much of this 
is very casual. g 

*“The Profession of Economist," American Economic Review (supplement), Jan. 1949, 
pp. 341-43. : 

*Sibley (op. cit., p. 22) points out that the social sciences, unlike the natural sciences, 
give the undergraduàte student no notion of what scholarly work in the field is like. 
Therefore, students have little chance of learning about the professional possibilities in the 
field and teachers have little opportunity to identify the students who ought to be en- 
couraged to go on. 

"Cf. Commission on Human Resources and Advanced Training, Plans for Studies of 
America’s Trained Talent, Washington, 1951, p. 11. 

*Cf. Horace Taylor (editor), “The Teaching of Undergraduate Economics," American 
Economic Review (supplement), Dec. 1950, pp. 139, 151. 
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economics should be pointed out to them as one promising option. 
Seminars for superior undergraduate students may be useful in 
acquainting them with what economists do. 

Fourth, graduate departments of economics should have more 
scholarships for first-year graduate students to be used to attract the 
most promising students. In many institutions a large part of student 
aid is in the form ôf assistantships to second-year and third-year 
graduate students. It is desirable, of course, to give financial aid in the 
later years, but for recruitment of outstanding students, it is crucial 
to give such aid in the first year. If the student is not able to begin 
graduate work, he can never complete it. Moreover, in administering 
aid to graduate students, departments should take care that brilliant 
first-year students are not denied well-deserved aid while funds are : 
used to support indifferent graduate students who have earned only 
seniority. : 

Fiith, graduate departments might well maintain close liaison with 
smaller liberal arts colleges and municipal colleges with a view to 
discovering and encouraging the more gifted economics majors who 
might undertake graduate work. This is being done systematically by 
the graduate colleges of several southern universities under grants 
from the General Education Board. With declining graduate enroll- 
ments, rivalry for known students of high ability has become un- 
usually keen. But this is competition for students who have already 
decided to undertake graduate study and have made application for 
scholarships. Few universities have attempted to discover unknown 
talent. That is what I am suggesting. It should be worth at least as 
much time, trouble, and money for an economics department to dis- 
cover a gifted economist as for a football coach to find a star half- 
back." 

Interesting and promising new schemes for the recruitment of 
graduate students in the social studies are the Woodrow Wilson Fellow- 
ships sponsored by the Association of Graduate Schools of the Ameri- 
can Association of Universities, and the Undergraduate Research 
Stipends of the Social Science Research Council. The theory underlying 
both of these programs is to seek out superior young people and to 
encourage them to enter graduate work. 

' See T. R. McConnell and L. A. Lovegren, A Study of Assistants at the University of 
Minnesota (mimeographed), Minneapolis, 1937, This study reported the tendency of de- 
partments at the University of Minnesota to grant financial aid to students who have 
done previous work at that institution, and (p. 11) to the “general lack of aggressiveness’ 
in ‘recruiting promising graduate material.’ The study reported that ten of thirty-three 


department heads interviewed made an active search beyond the institution for outstand- 
ing assistantship applicants. 


, 
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Admission 


After recruitment, perhaps the most important factor determining 
the quality of professional personnel in economics is admission to 
graduate study. 

The most general requirement for dinis to graduate study in 
economics is a bachelor's degree, though a few universities permit 
some seniors to enroll in graduate courses prior to the completion of 
undergraduate requirements. Most graduate departments of economics 
also require a minimal grade average in undergraduate work. These 
grade requirement. in 84 departments for which data are available are 
as follows: 


Honors 4 
B plus 4 
B 33 
B minus or C plus 15 
Upper half of graduating class 4 
C i a 
No requirement 7 
r 2 

No information 12 
84 


Practice varies considerably regarding the specific substantive con- 
tent required of applicants. Out of 84 departments for which data were 
Obtained, 39 require that the applicant have completed an under- 
graduate major in economics’ (usually as the major is defined at the 
institution of application), 31 require “substantial background in 
economics or social science,” 30 require a course in statistics, and 6 
have no substantive requirements in economics. In the “tool” sub- 
jects, 13 departments require accounting, 8 require mathematics, and 8 
require one foreign language. A few institutions require courses in 
fields other than economics or “tool” subjects related to economics; 
among these requirements are political science, sociology, history, 
commerce, finance, and laboratory science. 

All except one of the institutions reporting indicated that there are 
provisions for students to repair deficiencies in their backgrounds while 
enrolled as graduate students. The provisions include enrollment in*a, 
undergraduate ‘courses without credit (19 out of 67 reporting. institu- 
tions), requirement of additional courses (42), passing special examina- 
tions (3), and enrollment as a special student (2). 

Entrance examinations as a condition of admission are given by only 
a few institution—8 out of 54 reporting. Among the examinations 
given are the Miller Analogies Test, certain of the Graduate Record 
. Examinations, the G.E.D. social studies test, and a reading and com- 
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prehension test. In only 5 institutions, however, were the scores on these 
tests used as an important basis for deciding whether or not to admit 
individual students. Interviews are used when practicable in 31 out of 


55 institutions reporting, and letters of recommendation by 30 insti- 


tutions. 

Personal and physical qualities of applicants are ordinarily con- 
sidered by 10 of 53 mstitutions and sometimes considered by 5 more. 
The remaining 40 reported that they gave little or no attention to these 
qualities in connection with admissions. 

About two-thirds of the reporting institutions (35 out of 51) indi- 
cated that their admission requirements are administered “strictly and 
virtually without exception.” The remaining third reported that excep- 
tions are made for borderline cases or for students who show unusual 
promise. 

A special.admissions problem exists for students who have completed 
some graduate work and who wish to go beyond the first year in quest 
of a doctorate. When the first year of work has been taken at the 
same institution, the problem is one of deciding whether the student 
should be permitted to go ahead. Out of 34 reporting institutions, 15 
indicated that a student who has completed one year of work and has 
met formal requirements for good standing is automatically permitted 
to continue. Nineteen institutions stated that there was a screening 
process at this point—either in connection with the award of the 
master's degree or otherwise—and that only those students who were 
judged of doctoral caliber were permitted to go ahead. The problem is 
also present in the cases of those students who have completed some 
graduate work and wish to transfer to another institution for study 
toward the doctorate. Here practice varies enormously and it is difficult 
to generalize beyond the statement that grades and letters of recom- 
mendation are the principal basis of decision in each case. Personal 
and physical qualifications are considered more frequently in the case 
of applicants who propose to study for the doctorate than in the case 
of applicants who are seeking admission to the first vee of graduate 
study. 

Opinions Regarding Admission Practices 


Apparently there is mild dissatisfaction among graduate professors 
of economics regarding admissions practices. As shown in table 20, only 
a minority judged that present procedures and standards are good, 
most considered them fair, and a sizeable minority thought them poor. 
On the whole they thought that admissions practices were more efficient 
in selecting students with adequate intellectual capacity and prepara- 
tion in economics than in selecting those wit adequate preparation in 
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“tool” subjects or with suitable personal and emotional qualities. 
Several of them commented, however, that they questicned whether 
it was a proper function of admissions policy to consider personal and 
emotional qualities of students. Some made the observation that the 
personally unsuited eliminate themselves soon after admission. 
The respondent professors offered numerous suggestions for im- 
provement in present admissions ‘practices. Many thought that the 
- basic problem is the small number of candidates from which to choose, 
and that the solution lies in attracting more applicants. Others felt that 
there is need for obtaining more reliable information on the candidates. 
They felt that less reliance should be placed on letters of recommen- 
dation or that ways should be found to make these letters more reveal- 
ing. Others recommended that fuller and more accurate information on 
applicants should be obtained including better means of evaluating 
student records from smaller colleges. Several thought that personal 
interviews with students prior to admission should be used more 


TABLE 20.—OprINnions OF GRADUATE PROFESSORS REGARDING.PRESENT 
PRACTICES IN THE ADMISSION OF GRADUATE STUDENTS* 


Efficiency in selecting 
students who are Un- No 


adequate with Good Fair Poor certain | answer Total 
respect to: 

Intellectual capacity 27% 50% 17% 3% 3% 100% 
Earlier preparation in 

economics 35 38 14 3 10 100 
Earlier preparation in 

tool subjects 14 31 | 37 7 11 100 
Personal and emotional ] 

qualities 19 32 20 20 9 100 


* Schedules IV and VII: 120 respondents. 


extensively. Some recommended that several samples of the applicant's 
written work should be evaluated. Others said that entrance examina- 
tions would be helpful. Many expressed the view that steps should be 
taken to improve the preparation of students prior to admissions— 
especially in the tool subjects. They suggested greater publicity re- 
garding the content of desirable preparation for graduate study in 
economics, the requirement of certain courses in economics and certain 
proficiencies in the “tool” subjects, entrance examinations, and strict 
requirements regarding the repair of deficiencies after admission. Many. 
merely suggested stricter standards for admission or more rigorous 
administration of present stardards. A few pointed out the need for 
more “ruthless” or “impersonal” attitudes toward applicants. 
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Admission Policy 


On the question of selecting students for admission to graduate 
Work, there are two distinct views. The first is that entrance require- 
ments should be rigid, and selection careful, so that few students will 
be admitted who will be unable to qualify for the degree normally 
terminating their course of study. In those institutions which restrict 
themselves largely to a Ph.D. program, this would mean selecting 
only those first-year students who may be reasonably expected in due 
üme to qualify for a Ph.D. Similarly, in institutions offering the 
master's degree, this would mean selecting only those students who 
are judged capable of proceeding to the master's degree. This view is 
based on the theory that facilities are limited, and that time and money 
should be reserved for those students who are able to profit fully from 
graduate study. As one professor expressed this viewpoint, “Every fail- 
ure of a student is an indication of a mistaken admission." The second 
view is that admission standards should be relatively low, but that 
unqualified students should be weeded out early in the program. This 
view is based on the theory that it is not possible with present tech- 
niques to differentiate sharply between qualified and unqualified stu- 
dents except through actual experience in graduate work, and therefore 
that a highly restrictive admission policy will deny opportunity to 
many worthy students, In public institutions, moreover, it is felt that 
a sharply restrictive policy is likely to have adverse affects on public 
relations. A third possibility, of course, is to achieve a compromise 
between these two views by having admission standards that are 
moderately rigorous. No doubt most actual admission standards lie 
somewhere between the two extremes. 

My own view of the matter is that a middle position is desirable 
for most institutions, I do not have sufficient faith in available devices 
for screening candidates to be ready to advocate highly restrictive 
standards designed to-admit no one who would later have to be dropped. 
The available devices consist of undergraduate grades, tests, interviews, 
and letters of recommendation. Studies of the prediction of success in 
graduate.school based upon undergraduate grades and tests usually 
produce coefficients of multiple correlation no better than .60 to .75.° 
Such coefficients may be impressive, considering the nature of the 
problem and of the data. Yet to rely heavily on undergraduate grades 


. *Apparently graduate professors are about evenly divided on this subject. In response 

to my questions, 26 of 61 respondents favored a rigorously selective admissions policy, 

25 favored a relatively lenient admissions policy with high mortality after admissions, and 

10 offered no cpinion. 

. "See, for example, G. V. Lannholm and W. B. Schrader, Predicting Graduate School 
Success, Educational Testing Service, Princeton, 1951. 
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and tests may easily do a great disservice to some of the students who 
are rejected. Interviews are seldom practicable, and letters of recom- 
mendation are notoriously unreliable. Thus, there is apparently no 
consistently reliable method of screening candidates in advance of 
admission, l 

On the other hand, it seems to me foolish to admit students whose 
academic record, test scores and letters indicate that their chances are 
negligible of ever being able to qualify for a degree. 

The question is where should the line be drawn? The line will, of 
course, have to be drawn differently at different institutions. Those. 
universities whose prestige or location give them drawing power will 
be forced to restrict themselves to the number of students they can 
adequately handle. The only sensible course for them is to try hard to 
choose the best students from among those who apply. Institutions 
of lesser drawing power may well offer the opportunity for graduate 
study to a wide range of students including some of those who may have 
been rejected by the more restrictive institutions. I believe that a case 
can be:made, in the many institutions which have less than optimal 
enrollments, for admitting students whose chances of earning indicated 
degrees are judged to be at least one in two or three. Under this 
standard, some students who might squeak through to a degree would 
be rejected, but rarely would a really good student be passed by. 

Apparently most institutions are not so crowded with graduate stu- 
dents in economics that this proposal would be impracticable. Only 
a handful of institutions (approximately 6) actually impose limitations 
on their enrollments or admissions of graduate students in economics, 
although a few more would apply such limitations if their enrollment 
ever reached a specified maximum. And only a small minority of pro- 
fessors (16 out of 120) reported that (in their opinion) there are too 
many graduate students in their institutions. A much larger number (51 
out of 120) thought they had too few students for most effective work. 
Many felt that with the small numbers now in residence, there was too 
little competition, too small classes, too little inter-stimulation among 
students, and too little probability of drawing even a few good students. 

The relatively lenient admissions policy I have suggested for all but 
a few institutions (this is not far from the policy now in effect at 
many of them) can be defended only if two important conditions are 
met. First, the weaker students who are admitted must be counselled 
in advance regarding the odds they are facing so that they will not be 
misled by the act of admission into false hopes and wasted time.” 
Second, the procedures for eliminating students who, after admission, 
are found to be unfit must be prompt and efficient. 


» This can be done only if dependable information is available in advance of admissions. 
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A lenient. edmission policy, when these conditions are not met, can 
only result in sub-standard graduate education. If students of question- 
able ability are admitted without being warned of the odds they are 
facing, great courage will be required on the part of faculty members— 
more than most of them have—to drop such students after their inade- 
quacy has been demonstrated. It is all too easy to let them stay until 
vested interests are so great that dropping them becomes an injustice. 
' This tendency to retain poor students is strengthened by the desire, in 
many institutions, to maintain large graduate enrollments, and by the 
willingness ta dispose of poor graduate students simply by granting 
them the master’s degree—a degree which (mistakenly I think) is held- 
in low esteem. À f 

Another danger of a lenient admission policy, when not accompanied 
by rigorous screening after admission, is that standards wil be ad- - 
versely affected. The presence of students of low quality is a subtle 
influence toward lowering the standards of a department. The faculty 
conception of a “good student,” an “average student,” or a “poor stu- 
dent” is determined partly by the abilities of the students they see 
and know. The process of judging students,consists partly of comparing 
one student with another, not merely of judging each student by some - 
abstract standard. Therefore, in a department having a large number 
of students of low quality over a period of years, standards are likely 
to become lower than in departments which have rigorous policies of. 
selection operating either before or soon after admission. 

For all these reasons, my conclusion favoring relatively lenient ad- 
mission policies in departments which have not exceeded their optimum 
graduate enrollment is valid only on the assumption that rigorous 
selection will occur soon after admission. The issue is not whether 
there should be selection, but only when it should occur and how it 
‘should be accomplished. , 


Substantive Preparation 


The discussion of admissions, up to this point, has been concerned 
primarily with the general intellectual quality of students. Another 
issue concerns the prior substantive preparation of students who are to 
be admitted to graduate study. What kind of undergraduate back- 
ground or prior preparation is desirable or indispensable? 

There are two extreme opinions on this issue: One that the back- 
ground of the undergraduate student is a matter of complete indiffer- 
ence so long as he has had a good liberal education; the other that 
specific background is important and that the student should not be 
admitted unless he meets certain definite substantive requirements. The 
second of the opinions is usually qualified by the assumption that a ' 
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student who lacks some of the requirements may be admitted to gradu- 
ate study on the condition that he make up all deficiences, in addition 
to meeting the normal requirements for his degree. Much opinion lies 
between these two extremes. 

On one point everyone is agreed, namely, that prior preparation is 
decidedly less important than the basic intellectual qualities of students. 
Everyone would prefer brilliant applicants with little or no preparation 
in economics or related fields to dull ones with the most meticulously 
appropriate backgrounds. But this does not dispose of the question. 
With students of given abilities, it is surely better to have them 
appropriately prepared than not. That prior preparation is no trivial 


matter is indicated by the responses of present and former graduate | 


students. Of 358 respondents, 229 (64 percent) reported that they had 
been handicapped in their graduate work by inadequacies in their 
earlier training. 

Those so reporting indicated that the following deficiencies consti- 
tuted handicaps:? 


Mathematics 4196 
Economic theory : 21 
Statistics 7 
Economics generally ; 25 
Social sciences other than’ economics ; 12 
Foreign languages 8 
Literary ability 6 
Lack of breadth . 5 
Faulty undergraduate training generally 14 

^. ' Other 8 


Similarly, few of the graduate professors queried indicated that they 
regarded substantive admissions requirements as unimportant. Most 
thought that a major in economics or at least several courses in eco- 
nomics were essential. Many specifically mentioned statistics and 
economic theory and a few suggested other specific courses. Regarding 
. prior preparation in the “tool” subjects, few favored no requirement, 
but there was a wide variety of specific suggestions including (in order 
of frequency): mathematics, accounting, English composition, and 
-logic and scientific method. 

I discussed the issue of substantive background with many deans of 
graduate schools and professors in fields outside economics—in order 
to learn about the thinking arid practices on this issue in other areas. 
I have found that in other fields—particularly in some of the natural 
sciences, the undergraduate major is relatively standardized throughout 
the country. It can be assumed that any person with a major in the 


11 Schedules IX and X: 358 respondents. The total adds to more than 100 percent be- 
cause some respondents reported more than one deficiency. 


Y 
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field will have had a certain minimal sequence of courses and that the 
content of these courses will be similar wherever they are taught. In 
these fields, graduate work customarily presupposes a given under- 
graduate preparation and builds upon it. Undergraduate economics, on 
the other hand, is much less conventionalized. Majors in various institu- 
tions or even in the same institution may have had widely varied train- 
ing. There is ro generally accepted sequence of courses and no agreed 
upon content for given courses. This, combined with the fact that more 
than a third of all economics graduate students have not majored in 
economics in their undergraduate work,” means that those who knock 
at the door of graduate departments of economics bring with them the 

‘most wicely varied backgrounds. There is a tendency, therefore, to 

assume that students start their graduate careers with little usable 
knowledge of economics and with little common experience in other 
fields. The training of an economist from first principles to the doctor- 
ate, then, occurs largely in the graduate years. 

In my judgment, firm but gradual action should be taken to stiffen 
the substantive admission requirements. In the near future this could 
be done by a more rigorous policy of requiring students to make up 
deficiencies after admission to graduate school and by more rigorous 
standards for the master's degree. In the longer run, I am inclined to 
think thet the profession should work toward the formulation of certain 
minimal standards for the content of the undergraduate major, and 
toward the requirement of the equivalent of this major for admission 
to graduate study of economics. There is no legitimate excuse 
for the wide diversity of preparation which now characterizes the 
graduate student bodies in most departments of economics. 

While it is clear that not all of this diversity of background can or 
should be eliminated, certain minimal preparation might be insisted 
upon. The content of this minimum would be determined by deciding 
what things in the education of an economist can best be done prior to 
his admission to graduate school or what things after. In view of the 
long periods required by students to complete their doctorates in eco- 
nomics (on the average), a case can be made for getting as many things 
as possible out of the way before the graduate period. 

' In mv judgment, an applicant should be prepared at the under- 
graduate level in principles of economics, elementary statistics, money , 
and banking, intermediate economic theory, and in one or two other 

* Among 358 present and former graduate students replying to my questionnaires, 216 
(60 percent) majored as undergraduates in economics, another 41 (11 percent) in business, 
37 (19 percent) in various social sciences outside economics, and. the remainder in fields 
ranging from English to engineering. Cf. Sibley, op. cit., pp. 68-71; also Sibley, "Educa- 
tion in Sccial Science and the Selection of Students for Training as Social Scientists,” 
Social Science Research Council, Items, September 1951, pp. 25-29. 
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fields of economics. He should present a knowledge of mathematics 
through calculus and a rudimentary knowledge of the major concepts 
of accountancy. He should also have a breadth of knowledge, in fields 
outside economics, equivalent to that which the graduate of a good 
liberal arts college might be expected to have. 

Background in fields outside economics is a crucial problent in no 
sense secondary to background in economics. Many of those who argue 
that prior preparation in economics is unimportant do so on the ground 
that it is better for students to devote their undergraduate years to 
fields such as mathematics, history, sociology, government, philosophy, 
and foreign language—fieids which are particularly helpful in the study ' 
of economics—rather then to economics itself. They argue that the 
student will be able to go further by building upon a broad back- 
ground than by concentrating early on economics. There is much to be 
sald for this point of view. Certainly, there is no merit in an under- 
gráduate program consisting of course after course in economics and 
business to the virtual exclusion of other fields. However, the choice is 
not between the extremes. It is possible for a student.to present a sound 
major in economics, including the basic courses mentioned above and 
several others, and still to acquire the desired breadth. This is the 
goal toward which admission policies should be directed. 

As indicated above, the raising of admission standards cannot be 
done suddenly and without notice; otherwise the expectations of the 
present generation of prospective graduate students will be unjustly: 
disappointed. However wi:h advance notice, there is nothing to prevent 
an early but gradual stiffening of policy regarding the repair of de- 
. ficiencies. Several universities already scrutinize candidates’ back- 
grounds carefully and recuire that indicated deficiencies be made up. 
promptly and without credit. One university has a special intensive 
course in economic theory, carrying no graduate credit, for those not 
yet prepared to take the standard graduate course. Other institutions 
having less rigorous policies might well consider tightening up. The 
requirements for the master's degree also might be raised so that the 
award of that degree would signify that the candidate had not only met 
all requirements for the degree itself but also had removed deficiencies 
in his background. 

But the policy of requiring students to make up deficiencies should 
be regarded as no more than an expedient. It is an inefficient and 
psychologically undesirable way of handling the problem. Graduate 
advisers dislike the duty of assessing deficiencies and imposing the 
task of making them up. Students féel, quite rightly, that the making 
up of deficiencies is an unrewarding task which interferes with their' 
immediate objectives. They are inclined, therefore, to shirk the jcb 


ate 
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their graduate studies if they suffer from deficiencies which are con- 
currently being repaired as they can if their preparation is adequate 
prior to graduate study. The only sound solution, ultimately, is to in- 
clude the elements of an adequate preparation in the admission re- 
quirements, Students should be permitted to make up: deficiencies con- 
_ currently with graduate study only if the deficiencies are slight or if 
there are exceptional circumstances. This would be possible and fair to . 
all if the admission requirements for graduate study in economics 
were fully publicized. 


Methods of Selection 


In the selection of students prior to admission, the principal criteria 
are undergraduate grades, letters of recommendation, interviews, and 
tests scores. In practice, most universities rely heavily upon under- 
graduate grades and letters of recommendation; no doubt these will ` 
continue to be the principal basis for admission. Interviews are often 
found impracticable because of expense and inconvenience. Tests, 
like the Graduate Record Examinations, the Miller Analogies Test, and 
others are used by only a few departments and by them usually as 
an incidental or supplemental source of information. 

The principal issue concerning methods of selection relates to the 
role of tests. Regardless of the particular admission policy being em- 
ployed by any given institution, would more extensive use of tests aid 
in the selection of qualified graduate students prior to admission? A 
study of results from the Graduate Record Examinations indicates that 
these tests have been useful in predicting success in graduate school 
at several institutions and in many fields.? This study is based on 
experience at Columbia, Harvard, Indiana, Iowa, Michigan, Pittsburgh, 
Princeton, Vanderbilt, Wisconsin, and Vale. The results are not 
spectacular. Scores on the Graduate Record Examinations usually are 
not superior to undergraduate grades as predictors of graduate school 
‘success. Yet when the test scores are combined with undergraduate 
grades, the predictive ability is increased significantly. Even when the 
, two factors are combined, however, the coefficients of multiple correla- 
tion seldom exceed .75 and are usually much below this figure. Al- - 
though tests have by no means made possible anything like certainty 


“G. V. Lannholm and William B. Schrader, Predicting Graduate School Success, Edu- 
cational Testing Service, Princeton, 1951, See also the earlier study: Carnegie Foundation 
for the Advancemént of Teaching, The Graduate Record Examination, New York, 1941. 

1 The only data on the value of the Graduate Record Examination in predicting work 
in economics are rom two studies at Harvard in 1939 based on samples of 24 and 60 
students. Unlike investigations in most fields, these particular studies indicated that the 
use of test scores did not increase the ability to predict graduate school success over that 
with the use of college grades. In these studies the predictive value of college grades was 
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in the prediction of success in graduate school, it does not follow that 
they are useless. They, do increase somewhat our ability to predict 
success and they may be justified on this ground alone. Moreover, by 
using tests and experimenting with them over a period of time, it may 
be possible to improve their predictive value. 

But test scores are valuable not only for their predictive value but 


also because of what they reveal about the student—about his basic | 
“intelligence,” his mastery of economics, the breadth of his back- - 


ground, his strengths and weaknesses, and the gaps in his preparation. 
Some of these may not be highly correlated with success in graduate 
school but may nevertheless provide useful information for purposes 
of admissions, identifying deficiencies, student counselling, and later 
appraisals of the student. The new Advanced Economics Test which 
is part of the Graduate Record Examinations, impresses me as a very 
useful test, particularly if attention is to be given to the prior prepara- 
tion in economics which the student brings to graduate school.” 

But there is an even more important purpose to be served by tests 
administered prior to admission. They would help each department 
gain some knowledge of the quality of its applicants relative to those 
of other institutions and of its admission standards and policies relative 
to those of other universities. If the tests were to serve this purpose, it 
would be essential that all universities use identical tests; that all 
employ the same examining procedures; and that the scores of students 
applying, students admitted, and students rejected be made available 


by all institutions for purposes of comparison. The data could be made ' 


available in such a way as to conceal the identity of particular insti- 
tutions. 

In my judgment, it would be highly desirable to require that all 
prospective candidates for admission to graduate study in economics 
present scores on tests designed to yield measures of scholastic aptitude 
and proficiency in economics. The Aptitude Test and the Advanced 
Economics Test of the Graduate Record Examinations provide such 
measures and would be available to all candidates. Continuing studies 
of the results of these tests should be made, not only to check the 


validity of the tests, but also to check the validity of judgments made , 


about students. I suspect, and this opinion. has -been frequently con- 


firmed by others, that the evaluation of students in graduate school is . 


much less discriminating than it should be. Graduate grades for example 
are notoriously undiscriminating. When correlations between scores on 


This test was devised by a committee chosen from a panel nominated by the Ameri- 
can Economic Association. The Committee consisted of Professors Clark L. Allen, Kenneth 
E. Boulding, Mary Jean Bowman, Ben W. Lewis, and Joseph J. Spengler (chaitman). 
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tests and success in graduate school are less than might be hoped, it 
is always possible that discrepancies may be due in part to inadequacies 
in faculty appraisal of graduate students, and not alone to inadequacies 
in the tests. 

The Graduate Record Pranati program presents few admin- 
istrative problems for the university and is reasonably convenient for 
the student. It.is conddcted entirely by the Educational Testing Service, 
a non-profit organization located at Princeton, New Jersey. Each stu- 
dent can take the test at or near his home. The fee is ordinarily paid by : 
the student but can be borne by the institution on a reimbursable 
basis.!* 

Selection of Students after Admission 


Though improvement can be made in the selection of iden prior 
to admission, the fact remains that our ability to appraise the potential 
success of applicants is limited, and a very selective admission policy 
will almost surely result in errors in the form of denial of worthy candi- 
dates and admission of unqualified candidates. Therefore, as suggested 
earlier, a reasonably lenient admission policy is indicated for all but a 
few institutions. The major part of the selection process, then, must take 
place during the early graduate period after the actual performance of 
the student can be observed. Even in institutions with the most rigorous 
, pre-admission selection, the weeding out of the unfit will be necessary. 

Present Practices 

Most graduate departments of economics have standards which the : 
student must meet after admission if he is to remain in good standing. 
Among 61 reporting departments, these standards are as follows: l 


Number of 

departments 
Honors 1 
B 38 
B— 5 
V5 of work B or better 1 
Not more than 6 hours of C 1 
C z 4 
Pass a qualifying examination 3 
Pass courses 8 
Total 61 


Ween a student falls below the standard, the penalty in about half 
the institutions is probation and in another half immediate dismissal. 
“See Educational Testing Service, National Program for Graduate School Selection: 


Prospectus for Deans and Advisers, Princeton, 1951. A copy of this booklet should be in 
the iles of every department chairman. 
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A few permit special examinations or repeating courses in fields in 
which the candidate has been deficient. More than two-thirds of the 
reporting departments indicate that they also make informal efforts, 
though personal advice and persuasion, to induce weak students to drop 
out even though they may have met the formal standards. 


Student Mortality ° 


That a substantial selection process takes place after admission to 
graduate study is indicated by the extent of student mortality. Precise 
figures on this subject are not available but I have tried to arrive at a 
very rough estimate by inference from a variety of data on enrollments, 
degrees awarded, percentage passing preliminary examinations, num- 
ber of candidates preparing theses, and average residence between 
various points in the graduate program. 

From these figures, I would guess that out of 100 students admitted 
to graduate standing in economics: 

60 will be awarded the master’s degree or will complete the first year 
of graduate work successfully 

30 will proceed with further.graduate work 

20 will take preliminary examinations 

17 will pass these examination 

10 will receive the Ph.D. 

I repeat that these are very rough estimates. They probably do not 
reflect the actual experience of any one institution because there are 
extremely wide differences. 

Not all of the mortality is due to poor scholarship. Some of it is due 
to the fact that students achieve their study objectives before complet- 
ing the Ph.D., that they secure attractive jobs, that they run out of 
money, that their.health breaks, or that they lose interest. Apparently 
there is great difference among institutions in the causes of mortality. 
Some reported that all mortality of graduate students in economics is 
due to student failure to meet scholarly requirements; others said that 
all mortality may be ascribed to other factors; and others gave almost 
every possible answer between these extremes. I suspect, on the basis 
of these replies and my conversations on the subject, that few depart- , 
ments have made careful studies of student mortality or know what 
happens to the great bulk of graduate students who drop out at some 
point along the line. In particular there is little knowledge of the extent 
to which gifted students fall by the wayside for one reason or another. 
. Among the graduate professors who were queried about selection of 
students after admission, few thought present practice too rigorous and 
a substantial number thought it too lax. Their responses to a qpestoe 
regarding the present mortality rate were as follows: 
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For first- For advanced . 
, year students"  - students? 
Tco high 10% . ` 896 
About right 56 . . 49 
Too low 33 43 
No answer 1 5 
i Total 100 100 


| Many of those who thought mortality too low felt that' there wa: 
laxity in the weeding out of poor students. From the answers to thi 


. questicn, however, one does not gain the impression of widespread o! 


; deep dissatisfaction with the process of student selection. There wa: 
,greater concern, however, when.the positive question was asked re 
| gar ding present practice in the encouragement of the more capable 
students. Several mentioned the need of more financial assistance, o: 
honors and awards, and of better counselling. 


Selection Policy 


There are several techniques which caa be employed to implement.: 
policy of rigorous selection after admission. 

First, students whose undergraduate grades and test scores indicat: 
some probability that they will be unable to earn a master's degret 
should be warned in advance. This warning can best be given system: 
aticallv, in accordance with established rules, through some form o: 


` ,probationary status. Some universities, for example, place on “limitec 


status" all graduate students whose undergraduate grades were not uy 


_to a specified standard. A student. on limited status is then dropped if, a: 


the end of his first term, he fails to make grades of a stated minimum 

Seccnd, 2 forma] qualifying examination can be given to all nev 
graduate students at some specified time after admission. In the fev 
universities now giving the qualifying, practice varies as to the interva 
-after admission when it is given: in some, it is shortly after admission: 
in others, near the end of the first academic year. Wherever I en 
countered the qualifying examination, faculty members commended i 
highly as a device for screening students and discovering deficiencies 
and as a basis for counselling. The examinations are mainly of ar 
"essay" type not far different in character (but at a lower level) from 
the traditional comprehensive written examinations for doctoral candi 
dates. 

Third, students not on probation who fail to make specified grade: 
should be placed on probation, and those on probation who fail t 


* Schedule TV: 61 respondents. 
? Schedule VII: 59 respondents. 
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make the standard should be dropped. In order to use this device, it is 
necessary that students be required to take courses for credit and to 
write examinations in these courses, 

"Fourth, the requirements for the master’s degree can be made a 
major device for screening students. If, as strongly advocated here, 
the status of the degree were raised and a thesis and comprehensive 
written and oral examination required, the procedtires surrounding the 


granting of the master’s degree would provide an excellent device for 


screening candidates. The examining committee could pass on two 
questions: whether the individual should be awarded the master’s 
degree, and whether he should be permitted or encouraged to proceed 
further with graduate work.'? After the master’s degree, little selection 
of students should be required—beyond that which takes place in 


connection with the preliminary examination for the doctorate and the | 


dissertation?’ 


A Note on Financial Assistance to Students 


An important part of the recruitment and selection of graduate 
students is the use of scholarships, assistantships, and other forms of 
financial aid. The high degree to which graduate students of arts and 


sciences are subsidized in American universities is a phenomenon of- 


great interest. It is curious that graduate students in these fields are 
singled out for aid which, on the whole, is denied students of law, 
medicine, dentistry, and other fields requiring long, arduous, and 
expensive training. What is it, for example, that makes a student of 
chemistry commonly eligible for financial assistance and a student of 
medicine not so eligible?** A careful investigation of this institutional 
quirk, which probably enables the graduate colleges of arts and sciences 
to draw outstanding talent far beyond what. they could otherwise 


3 A less desirable alternative to the examination of master's candidates by a committee 
is the circularization of all staff members regarding each candidate requesting opinions as 
to whether he should be encouraged or permitted to go on. 

?' A special problem regarding the selection of candidates occurs when students transfer 
from one university to another after having completed some graduate work. Because of the 
difficulty of interpreting graduate grades and letters of recommendation, it is probably 
desirable to supplement these sources of information with undergraduate grades and test 
scores, Many students transfer after completion of the master’s degree. This is frequently a 
desirable practice and. should be encouraged. If the status of the master’s degree were 
raised, and the requirements made fairly uniform throughout the country, the fact that a 
student had earned a master’s degree would also provide considerable information about 
him, At present, however, in view of the low estate to which the master’s degree has 
fallen, a student’s possession of that degree signifies little. After admission, transfer stu- 
dents can be subjected to che various screening procedures such as proLationary status, 
:equirement of minimal grades, and qualifying examinations. 

“For An interesting discussion of the finance of students see, Ernest Van den Haag, 
‘Higher Educationa on the Cuff,” Fortune, 1952. 
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TABLE 21.—FINANCIAL ASSISTANCE TO FIRST-YEAR GRADUATE 
STUDENTS OF Economics, 1951-52 








Number receiving payment in cash or kind” 


Number n 
Kind and amount of | receiving (over and above tuition) of: Total 
WOES ae s250- | ssoo- | $7s0- | $1,000- | $1,503- 
g 0-$250 | 49g 749 999 | 1,499 | and over 
—————————— | | | | | —————— | 
No service to university 30 6 7 7 4 — 57 
Teaching, total 1 — 5 8 i 33 
Quarter-time or less — — 2 5 7 — 14 
Half-timeb 2 — — 1 1 19 
Reszarch, total 4 — 8 3 10 3 39 
Quarter time or less? 2 — 6 2 6 — 21 
Half-time — — — 1 1 — 8 
Three-quarter time? 2 — 2 — 3 — 7 
Full-time — — — — — 3 3 
Clerical duties, total 4 20 13 2 5 — St 
Quarter-time or less 1 20 9 — 4 — 34 
One-third time — — 2 2 1 — 10 
Half-time 1 — — — — — 3 
Three-quarter time 2 — 2 —, — — 4 
Grand Total 39 26 30 17 27 4 180 








5 Sckedube III: deta reported by 38 universities. 

b Includes 6 assistants the nature of whose work was not specified. . 
? Includes third-time. 

4 Includes two-thirds time. 


command, is a subject that exceeds the bounds of this study. 

Table 21 gives data on financial assistance during 1951-52 to first- 
year graduate students of economics at 38 universities. Of the 180 re- 
ceiving assistance, 39 (22 percent) received tuition only and about 
85 (47 percent) received tuition and $500 or more. A substantial num- 
ber (57 or 32 percent) performed no services to their universities; the 
remainder were divided among teaching, research, and clerical duties. 

'Table 22 presents corresponding data on financial assistance to ad- 
vanced graduate students at 27 universities, At these institutions 
assistance was given to 373 advanced students. The great majority 
of these received cash over and above tuition, most were serving as 
teachers, and most were employed half-time or more. 

The number of first-year students receiving financial assistance at 
33 reporting institutions was approximately 13 percent of the total 
graduate student body, and the number of advanced students receiving 
aid at 23 reporting institutions was about 30 percent of the total gradu- 
ate student body. 

“The percentage of first-year and advanced graduate students receiving financial aid 


varied from O to 100 among the several institutions for which data were available. The 
distribution is as follows: (see tabulation at bottom of next page). 
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TABLE 22.—FINANCIAL ASSISTANCE TO ADVANCED GRADUATE 
STUDENTS OF Economics, 1951-523 





Number receiving payment in cash or kind 


Xindandamoüntof bind (over and above tuition) of: 
: HE [| ——————— otal 
Work involved pus esso | $250- | $500- | s750- | st,000~ | st,500- 
y $25 499 749 999 1,499 | and over 
a eff pi oat OES, ERS, 
No service to university ; 27 5 8 d 6 3 16 5 70 
Teaching, total — 1 6 20 29 68 85 232 
` Quarter-time or less? — — 4 8 18 24 14 54 
Half-time — 1 2 12 11 38 — 101 
‘Three-quarter time® — — — — — 6 35 41 
Full-time — — — — ~ — 36 36 
Research, total — — 2 1 — 13 E 21 
Quarter-time or less — — 1 — — — -— 1 
Half-time -— — e 1 i — 9 1 12 
Three-quarter time? — — — — — 4 1 5 
Full-time — — — — — — 3 3 
Clerical duties, total 1 5 3 6 20 8 50 
Quarter-time or less? — 5 7 3 5 1 -— 21 
Half-time 1 — — — 1 19 6 27 
Three-quarter time? — — — — — _ 1 1 
Full-time = aaa = e — -— 1 1 
Grand total 28 u 23 30 38 117 103 350d 





a Schedule VI: data reported by 27 universities. 
b Includes third-time. 


? Includes two-thirds time. 
d In addition, financial assistance was given to 23 students for whom data on amount and duties are not avail- 


able. 


The extent of financial aid is measured not alone by the percentage 
of resident'graduate students who get aid in any one year, but also 
by the percentage of students who receive aid a£ some time in their 
graduate careers. The latter percentage is considerably higher because 





Continuation of footnote 22. 








Number of institutions 
Percent of students receiving 








financial aid First-year Advanced 
students students 
0 5 3 
1-19 10 4 
20-39 9 9 
40-59 3 5 
60-99 3 1 
100 3 1 
Total — (7088 "E. 
a a eS oe ae Pe ee eee ee 
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only a minority of students receive aid during the entire period of their 
graduate study. 

Table 23 shows data on the extent of financial assistance as re- 
ported by present and former graduate students. These figures show 
that 58 percent of present graduate students and 79 percent of former 
graduate students received aid at some time in their graduate careers. A 
little more than a fourth of both groups indicated that they had received 
aid during the entire period of their graduate study to date. One-sixth 
and one-fifth oi the two groups respectively reported that their aid had 
involved no work. The percentage of students receiving financial 


TABLE 23.—F1INANCIAL ASSISTANCE TO GRADUATE STUDENTS OF ECONOMICS AS 
REPORTED BY PRESENT AND FORMER GRADUATE STUDENTS? 








1951-52 graduate Former graduate 
' students students 
First- Ad- Mas- : a 
yea | vancede "Total tepsi Ph.D. | Total 


Received financial aid at some 


x time during graduate 
career: 
Yes f 37% 73% 58% 50% 87% 79% 
No 22 * 16 19 44 12 19 
No answer 41 11 23 6 1 2 


Total 100 100 100 100 100 100 


‘Received financial aid during:| . 
' Entire graduate residence| 34% 24% 29% 28% 26% 27% 
38 








Half or more 3 37 22 5747 43 
Less than half — 12 7 5 18 14 
No aid ar no answer 63 27 42 50 13. 21 
i "Total 100 100 100 100 100 100 
Kind of work performed for 
financial aid: : 
None 22% 11% 16% 9% 23% 20% 
Teacaing 3 36 23 18 33 31 
Researck 5 5 5 5 8 7 
Clerical 3 5 4 5 7 6 
Teaching and clerical 2 6 4 4 8 7T 
Teacaing and research — 10 6 6 [ 8 7 
Other 2 — — 3 — 1 
No answer 63 27 42 50 13 21 
_ Total , 100 100 100 100 100 100. 
* Schedules IX and X. 
Eh b $9 respondents. 


e 81 respondents. 
4 54 respondents. 
* 164 respondents. 
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assistance was uniformly greater among advanced students or Ph.D.’s 
than among first-year students or masters. 

Most universities require that graduate students who are employed 
as assistants carry a reduced load of graduate study. Practice as to the 
amount of reduction varies considerably (see table 24). The variation 
is particularly marked for students working full-time. . 

The view is sometimes expressed that the employment of graduate 
assistants is a form of exploitation or sweat-shop labor. At the other 
extreme, the view is often stated that the work of a graduate student 
constitutes a form of apprenticeship or an induction into the profession 
which is the most valuable part of his graduate experience. In general, 
opinion in the profession is much closer to the second of these views 
than to the first. However, one’s judgment cn the educational and 
other values in graduate assistantships will depend on the type and 
amount of work and on the amount of remuneration. 

On the question of whether universities should provide financial aid, . 
graduate professors of economics are strongly and almost unanimously 


TABLE 24.—GRADUATE LOAD PERMITTED STUDENTS WHO 
ARE EMPLOYED AS ÁSSISTANTS* 


Permitted graduate Number of reporting institutions 


load as fraction Quarter-time | Half-time ; Three-quarter | Full-time 





of full load work work | wok j _time work | time work work 

Full 10 2 — — 
4 or more 20 3 — 1 
Zor? -— 10 3 — 

— 10 10 2 
org . m = 1 ^6 
lori — — 5 10 
No information 29 34 40 40 





* Schedule III: 59 respondents. 


favorable. When asked about the objectives of this aid, the replies were 
as follows: 


To encourage students to enter graduate study in economics whc otherwise 


would not go on to advarced work 74% 
To ease the financial strain of graduate students so that they may devote them- 
selves more fully to their studies 77 7o 


To insure an adequate flow of first-year graduate students to the department 40% 

To obtain the services of graduate students for teaching, research, and other 
departmental duties ` 34% 

To give graduate students. an apprenticeship in professional work | 45% 


Most respondents thought that several of-these objectives could be 
achieved concurrently, and therefore that the provision of assistant- 


uH 
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ships and scholarships for graduate students is a highly desirable 
practice. 
When asked whether there are elements of exploitation in the pro- 
vision of assistantships, the large majority of the professors thought 
not, and many of these felt that there are valuable educational values 
to be gained. Most of the few who thought there is exploitation in the 
assistantship system felt that the experience is good but that graduate 
students are underpaid for it. A considerable number, however, raised 
questions about teaching assistantships—not from the point of view . 
of the assistant teachers but from the standpoint of their undergraduate 
students. In personal conversations on this subject I found a considera- | 
ble number of professors who feel that the assistantship system involves 
an excessive sacrifice of undergraduate education for the sake of at- 
tracting graduate students or of cutting instructional costs. Most of the 
suggestions for improvement of the assistantship system centered 
around higher pay, requiring less work (particularly less routine or 
menial work), more careful selection of assistants, and more careful 
supervision of assistants.” It was clear from these replies, however, 
that most professors regarded the assistantship system as desirable. 
When present and former graduate students who had had assistant- 
ships were asked their opinion concerning the value to them oí the 
work required, the responses were highly favorable, as follows:?* 


Contributed materially 6196 
Contributed some ` 13 
Neutral 7 
Diverted too much time, but contributed ` 10 
Diverted too much time, but not serious ‘ 2 
Diverted too much time, a serious problem 7 
Total 5 100 


It is apparent that the system of financial aid now in operation has 
strong support from both faculty and students. My principal recom- 
mendation is that financial aid be administered, so far as possible, 
with the purpose of discovering, encouraging and developing superior 
talent. This would suggest substantial allotments to first-year students. 
My impression is that financial aid is often used to encourage maximum 
total enrollments of graduate students rather than to encourage the 
best students to enter graduate work and to pursue their studies to 
completian. 


* See Chapter 19. 
. ™ Schedules IX and X : 358 respondents. | 
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Chapter 7 


SUBSTANTIVE CONTENT OF GRADUATE STUDY 


In this and the following three chapters the content of graduate edu- 
cation in economics will be considered. This chapter is concerned with 
subject matter in economics and related areas; the following three 

chapters will deal respectively with the “tool” subjects, training for 
research, and training for college teaching. 

The kind of subject matter in economics and related areas that 
finds its way into graduate curricula is a resultant of several factors. 
It is determined partly by the traditions of economic education, which 
surely exert a profound influence, and it is determined by current trends 
in the development of the field, by the nature of the problems which 
are presently demanding the attention of economists, and by the special 
intellectual interests of particular faculty members. The curriculum— 
both in the list of courses offered and in the content of courses—is con- 
stantly adapting to new developments in the field and to new conditions 
in the world. Yet a kind of stability and continuity is achieved as a 
product of well-established tradition. 


Proliferation of Economics 


Economics, like other branches of learning, has undergone remark- 
able change in the past generation. New areas have been opened up, old 
ones have been refined and elaborated, new tools of analysis have heen 
introduced, and new sources of data have been provided. Much of 
this change has taken place as economics has faced up to contemporary 
problems created by world conflict, new technology, economic instabil- 
ity, and-growth of power blocs. 

A mere recital of some of the areas of economics in which important 
developments have occurred is impressive. Among them are: moncpo- 
listic competition; theory of the firm and administrative behavior; 
theory of national income and employment; fiscal policy; dynamic 
economics; theory of growth and development; national income ac- 
counting; national economic planning; econometrics and mathematical 
economics; input-output analysis; and application of public opinion 
and behavioral research to economic problems. To this list could be 
. ádded the great proliferation of such fields as statistics, labor eco- 
riomics, international economics, agricultural economics, area studies, 
welfare economics, industrial organization, and demography. 

Thesé developments in economics have left their imprint on gradu- 
ate curricula. The content of old courses has been changed, new cnes 
have been added, and a few have been dropped. Even the rapid increase 
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in number and variety of courses at most universities may’ be attributed 
partly to changes in the intellectual content of the field. A check of 
the catalogs of 10 leading universities indicated that these institutions 


together listed 389 courses in economics available to graduate students 


in 1929 and 628 such courses in 1952, an increase of 61 percent.’ The 
corresponding figures for strictly graduate courses (ie., excluding 
courses open both to ‘graduate and undergraduate students) were: 136 
courses in 1929 and 332 in 1952, an increase of 144 percent. 

Another effect of new developments in economics has been the intro- 


, duction of new fields of specialization. Today it is not uncommon for 


doctoral students to offer, for their examinations; such fields as employ- 


` ment theory, national income accounting, or economic devélopment— 


fields which were seldom regarded as specialties a generation ago. 
But perhaps more important than these changes has been the intro- 
duction into economics of enormously greater refinement of detail and 
more elaborate technical apparatus. A generation ago, graduate students 
in most universities concentrated on mastering Marshall’s Principles 
which was a kind of bible for economists; they studied a fairly non- 
mathematical and non-theoretical type of statistics; they read a dis- 
cursive type of economic history and history of economic thought; and 
they specialized in several other fields, such as public utilities, money 
and banking, foreign trade, or'labor, no one of which required highly 
specialized or difficult technique.. Today, on the other hand, graduate 
students of economics are confronted with a vast array of concepts, 
techniques, and detailed theoretical constructions. They perforce live 


in a strange world of indifference maps, kinked demand curves, cross 
elasticity, marginal propensity to consume, liquidity preference, net na- 


tional product, sampling error, linear programming, and input-output 
matrices.. They spend much of their time gaining familiarity with 
specialized concepts and techniques, and their success as graduate stu- 
dents is gauged largely by the degree to which they master them. 

The gracuate student of a generation ago, having less technical detail 
to cope with, was. perhaps able to devote more of his time to rounding 
out his general education, learning something about the related social 
disciplines, exploring philosophy, and acquiring historical and institu- 
tional knowledge. It is possible that his graduate studies were less hectic 
than those of his more recent successors and that he had more time to 
digest, to correlate, and to philosophize. : 

This may well be an exaggerated picture of the differences between 

"The institutions included were Harvard, Illinois, Iowa, Michigan, New York, Ohio 
State, Princeton, Stanford, Wisconsin, and Vale. An effort was made to achieve full 


comparability of these figures for the two. selected years. In some cases, this was difficult 
because cf changes in administrative organization and in nomenclature. However, I 


- believe the figures presented are reasonably accurate. 
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' graduate study of a generation ago and today. As one of my critics has 
said, there was always too much to learn in economics, and some of 
the increasing emphasis on formal technique may be offset by decreas- 
ing emphasis in other areas, notably history of economic thought and 
institutional study. Yet I feel that the comparison is essentially correct; © 
my impression is shared by many of the economists with whom I talked. 
Economics is not, however, unique in this respecf. The proliferation of 
subject matter and increasing technicality which I have described: 
apparently characterizes physics, chemistry, biology, psychology, and 
many other fields in. which rapid scientific progress is occurring and 
in which there are many práctical applications of new developments. 
A kind of Malthusian principle seems to be at work in which knowledge 
grows at a geometric ratio while the time that can be spent by students 
in learning it grows at no more than an arithmetic ratio, Some have sug- 
gested that the problem is unusually acute in economics—a field in 
which the empirical testing of theory is difficult. Since oid theories are 
never disproved decisively the discipline experiences accretion without 
elimination. 

The proliferation of subject-matter and the increasing technicality 
: of economics is probably the underlying basis of most criticisms of the | 
content of graduate education in economics today. Perhaps the most 
frequent of these criticisms is that we are trying to cram too much into 
‘our graduate students—more than they can be expected to assimilate in 
the few graduate years. The result, it is said, is superficial knowledge 
of many things but sound and thorough mastery of none. 

A second and related criticism is that students are so completely im-. 
mersed in learning the technicalities of the field, and are under such 
great pressure to do so, that they do no longer have.time to grasp the 
full significance of what they are learning nor the opportunity to gather 
in a background of broad historical, philosophical, and institutional in- 
sights which would give them the perspective and judgment necessary 
for successful work as economists. Since many of the technicalities of 
the field are in economic theory, this criticism sometimes takes the form 
of an attack on what is termed the over-emphasis on theory at the 
expense of the so-called applied fields., The theoretical bias is said to 
extend even to the courses which were once approached largely by 
historical and institutional methods, e.g., public finance, international 
economics, and money and banking. The result, it is said, is a narrow- 
minded generation of economists who are almost oblivious of anything. 
that happened before 1929, who have little sense of politics or of his- 
tory, who lack judgment, who are unable to distinguish between the 
postulates of theory and the facts of the real world. Thus, it is con- 
cluded, the stress on technique, and the closely-related emphasis on 


F^ 


r 
! é 


1 


SUBSTANTIVE CONTENT OF GRADUATE STUDY 103 


theory, has been carried too far. It is time to retrace our path toward a 
more equal balance between the technical-theoretical and the historical- 
philosophical-institutional approaches.? This second criticism was ex- 
pressed to me by many persons—professors, graduate students, and 
employers of economists. It was implicit in Professor Jobn H. Williams’ 
presidential address before the American Economic Association in 
1951.° That this opinion should be widespread was a distinct surprise 
to me because I had been expecting to hear more frequently the oppo- 
site contention, namely, that our training in the technicalities and in 
economic theory is not sufficiently rigorous. | 

A third criticism of current graduate education pertains to over- 
specialization. It is said that the inability of economists—either during 
their graduate years or later on—to master the entire intricate and 
ramified field leads to excessive and premature specialization. It is 
recognized that this specialization may be unavoidable, since no man 
may be expected to master the whole field, vet there is a vague sense 
of uneasiness based on the feeling that students do not achieve the 
desired breadth of view. No doubt this attitude derives from the sense 
of interrelatedness of economic phenomena which most older economists 
regard as the very essence of the discipline. They feel that the economy, 
to be understood, must be viewed as a system in its entirety, and that 
excessive specialization destroys or blurs its systemic nature. Such 
critics, therefore, tend to deplore the present state of the discipline and 
to hope for the second coming of a John Stuart Mill or an Alfred Mar- 
shall to fit the pieces together into one intellectually satisfying—and at 
the same time reasonably non-mathematical—system. Some are opti- 
mistic and look for the new messiah to do his work in the next few 
years, Others, more pessimistic, feel that the science has advanced in 
so many directions and on so many fronts that a new synthesis is no 
longer feasible. According to this latter view, the economic generalist 
will soon become as scarce and as anachronistic as a Physiocrat or a 
Manchester Liberal. 

The proliferation and “technicalization” of economics raises signifi- 
cant issues concerning the content of the graduate program. Should 
there be a common core and what should be its nature? What should 
be the role of economic theory? of statistics? of economic history? How 
much breadth should be expected? To what extent is specialization 
permissible? These are the questions to be considered in the remainder 
of this chapter. 


2A variant of the criticism that theory is over-emphasized is that theory is associated 
with left-wing ideological biases. 
*“An Economist's Confessions,” American Economic Review, Mar. 1952, pp. 1-23. 
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A Common Core 


In Chapter 4, I suggested that a “common core” of essential content 
be required of all graduate students in economics who are candidates for 
the Ph.D. and a similar but less rigorous core be required of candidates . 
for the master's degree. A great majority of graduate professors are 
favorable to such a common core. Their responsgs on the question of 
whether “certain courses should be taken or certain subject matter 
learned by all or most candidates" were as follows: 


For For 
master's doctoral 
candidates* candidates® 
Yes 7296 73% 
Possibly 16 9 
No . 7 10 
Uncertain 3 2 5 
No £nswer , 2 6 
Total 100 100 


Almost all of those favorable to the common core thought it should 
be formally required of all students. But on the question of the content | 
of the core, there was near-agreement on only one subject, namely, — 
economic theory. Table 25 presents a tabulation of replies to the ques- 
tion of what courses or fields ought to be in the core and also indicates . 
the percentage of institutions in which each field is formally required or 
elected by the great majority of students. As shown in the table, eco- 
nomic theory is recommended by 90% or more of the respondent pro- 
fessors, is formally required in nearly two-thirds of the reporting insti- 
tutions, and usually elected by students in most of the remaining insti- 
tutions. A little more than half the responding professors are agreed on 
statistics and economic history for doctoral candidates; otherwise no 
field draws a majority vote for inclusion in the core. Apparently, many - 
professors are dissatished with what they consider the inadequate 
emphasis being given to statistics and economic history because the 
percentage recommending these subjects for inclusion in the core is 
substantially higher than the percentage of institutions in which these 
subjects are required or usually elected. On the other hand, some of the 
professors apparently feel that history of economic thought is being 
overdone because the percentage voting for it is smaller than the per- 
centage of institutions in which it is required or usually elected, 

Additional opinion of graduate professors on the relative importance 
of various fields was obtained through questions regarding over- or 
under-emphasis (Table 26). A substantial percentage thought that 


* Schedule IV: 61 respondents. 
"Schedule VIT: 59 respondents. ` _ M 
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TABLE 25.—PROPOSED AND ACTUAL CONTENT OF THE “Coon CORE" 



































Percent of respondent : 
professors recom- Percent of reporting institutions in which course or 
mending each course field is formally required or usually elected 
or field 
Course or 3eld 
For For For master's candidates? | For doctoral candidates? 
master’s | doctoral e 
candi- candi- Re- Usually Re- Usually 
dates? dates? | quired | elected | Total | quired | elected | Total 
a E E S ae eRe, EAEEREN . 
Economic theory 90% 98% 63% 35% 98% 65% 30% 95% 
Statiszics 44 53 16 5 21 22 5 27 
Econemic history 26 55 6 6 12 14 19 33, 
History of economic thought 28 37 25 12 | 37 49 27 76 
Monetary and banking theory 24 28 4 12 16 5 32 37 
Employment theory and fiscal E 
polizy 18 20 — 9 9. 3 16 19 
La»or ecotomics 6 5 1 19 20 — 30 30 
Public finance 10 2 3 7 10 —. 19 19 
Business cycles — DOE 3 7 10 — ` 8 8 
International economics — 2 — 10 10 — | 2 22 
Research methods 8 , — 3 — 3 3 5 8 
Mathematical economics or 
econometrics 2 10 1 _ 1 — — = 


® Schedule IV; 61 respondents. 

b Schedule VII: 59 respondents. 

© Schedule III: 59 respondents, 

8 Schedule V: 27 respondents. x 


economic theory, statistics, and economic history are being under- 
emphasized in the study programs of their graduate students; and 
some also thought that monetary and banking theory, mathematical 
economics, and courses outside economics were being under-emphasized 
for their doctoral students, A significant percentage thought that eco- 
nomic theory, labor economics, and courses in applied economics were 
being over-emphasized. 

Questions regarding the relative value of various courses and fields 
were also directed to present and former graduate students. The replies 
are summarized in table 27. It is evident that relatively high valuations 
are placed by present and former graduate students on economic theory 
and statistics, Economic history and history of economic thought are 
valued well below these two. Of some interest is the substantial percent- 
age of former graduate students who regretted that they had not had 
ccurses in research methods or courses in philosophy or social sciences 
outside economics. 

My inquiries regarding the “common core" lead to two conclusions: 
(1) almost everyone agrees there should be a required common core, 
but (2) economic theory is the only subject which all agree should 
be included. Regarding the inclusion of other subjects there are sub- 
stantial differences of opinion—although there is strong support for 
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TABLE 26.—OPINIONS OF GRADUATE PROFESSORS REGARDING RELATIVE 
EMPHASIS oN VARIOUS COURSES OR FIELDS 








Percentage of respondent professors expressing 
opinion that course or field is: 











Under-emphasized Over-emphasized 
j For For For For 
master’s doctoral master’s doctoral 
candidates* | candidates? | candidates? | candidates? 
Economic theory 16% 12% 8% i 9% 
Statistics 13 15 — s 
Economic history 10 22 — 
History of economic thought 3 7 — 5 
Monetary and banking theory -— 9 3 
Employment theory and fiscal 
policy 2 — 3 3 
Labor economics — — 5 9 
Public finance 2 3 — 2 
Business cycles f — 2 — — 
International economics 2 5 — — 


Research methods 

Mathematical economics or econo- À 
metrics 2 - 9 = 2 

‘ Courses in applied economics 2 5 

Courses in philosophy or social sci- 
ences outside economics 8 14 2 - — 





* Schedule IV: 61 respondents. 
b Schedule VII: 59 respondents. 


g 


statistics, economic history, history of economic thought, and monetary 
and banking theory. I suspect, on limited evidence, that there is con- 
siderabie difference of opinion also on the kind of economic theory that 
should be included. 

Despite this lack of unanimity, I feel strongly that there should be 
a well-established common core and that the profession should work 
toward general agreement on its content. 

In ‘developing the content of the core, it is essential to include only 
genuine fundamentals which aZ students should be expected to master, 
and to strip the core of non-essentials. The several courses should be 
worked out in sequential and integrated fashion with clear agreement 
among professors as to coverage, omissions, and relationships—thus in- 
suring adequate coverage while avoiding duplication. Only in this way 
can the core serve its purpose without taking over an undue proportion” 
of the curriculum. Incidentally, there are great differences among 
graduate departments in the degree of teamwork and cooperation 
among professors in the planning of their courses and examinations. In 
some, each staff member seems to be a law unto himself. He teaches 
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and holds students responsible for whatever he chooses without joint 
consultation or planning. In others, great care is apparently exercised 
in working out balanced, non-duplicating, and inclusive programs of 
studies. Needless to say, I strongly recommend the latter policy for 
the core courses. The traditional freedom of professors should be 
tempered by cooperation in the planning of the core. If there is to be 
unbridled freedom, it should be reserved for specialized courses lying 
outside the central nucleus. 

The requirements in economics and related fields, as recommended in 
Chapter 4, and in the remainder of this chapter are summarized in table 
28. These include the common core and other requirements. These 
requirements could be applied either by means of required courses or 
by means of comprehensive examinations. I recommend the latter 
method. The achievement of required proficiency in a field of knowl- 
edge should be distinguished from the passing of given courses. More- 


TABLE 27. OPINIONS OF PRESENT AND FORMER GRADUATE STUDENTS REGARDING 
VALUE OF VARIOUS COURSES AND FIELDS 


Graduate students in Former graduate 





residence in 1951-52 students 
Did not Did not 
! o | ot | e | or | or | ul 
little great have little great haye 
value | value been value value bten 
required required 
Economic theory 6% 38% 1% 7% 39% 6% 
Szatistics 4 25 9 3 26 17 
Economic history 4 11 1 3 6 3 
History of economic thought 2 12 7 1 12 2 
Monetary and banking theory 3 11 — 1 T7] — 
Employment theory and fis- 
cal palicy — 1 — Tx. == = 
Labor economics — 9 — 1 11 1 
FubEc finance — 5 1 — 4 1 
Eusiness cycles — 3 — — 5 — 
International economics — 6 — — 2 — 
Research methods 1 1 2 — 3 11 
Mathematical] economics or 
econometrics 1 6 2 1 4 4 
Business admiristration 3 6 3 2 6 4 
Industrial research 4 7 1 — 9 1 
Business finance — 2 — — 4 1 
Courses in philosophy or so- 
cial sciences outside eco- 
nomics — 3 4 — 8 8 





* Schedule TX: 140 respondents. 
b Schedule X: 218 respondents who received advanced degrees in 1939-40 or 1949-50. 
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over, students should be free to prepare for examinations not only 
by taking courses but also by independent study. In any event they 
should expect to do independent study beyond the requirements of 


‘courses. Nevertheless, I have indicated the requirements in terms of 


‘courses or equivalents in order to express the Bate oi the suggested 
requirement with some concreteness. 
‘Apparently there is general agreement among graduate professors 


' that requirements should be in terms of performance on examinations 


7 


rather than passing of courses, yet many professors have told me that 
this distinction is not easy to apply in practice. Even with the best of 


intentions, there is a tendency for students to prepare for examinations - 


almost exclusively by taking courses and an equally pronounced tend- 


TABLE 28.—SuccEsTED SUBSTANTIVE REQUIREMENTS FOR 
GRADUATE STUDENTS IN Economics® 





Common core: ` 
Economic theory including value, 
distribution, money, employ- 
ment, and other topics ` 
Economic history 


' History of economic thought 


Statistics 
Research methods 


Other substantive requirements: 
Selected special fields of economics 


px 


Other fields of economics 


Fields outside economics ' 


1 


2 See pp. 42-4, 60-1. 








For Ph.D. candidates 


Equivalent of two year courses with 
prerequisite of intermediate theory 
and undergraduate money and 


banking 
Equivalent of one year course 
Equivalent of one half-year course 


Equivalent of one year course with 
prerequisite of undergraduate sta- 
tistics 


Equivalent of one half-year course or 
coverage in connection with other 
courses” 


Two to four fields each represented 
by the equivalent of at least one 
year course for which undergradu- 
ate course is a prerequisite. Fields 
in the common core may be se- 
lected if advanced work is done 
over and above the core require- 
ment 


Knowledge of many fields equal to 
that which could be acquired by 


reading elementary survey text- | 


books 


Background such as would be ex- 
pected of a highly-educated man 





For mester’s candidates 





Equivalent of one year course with 
prerequisite of intermediate 


theory and undergraduate morey 


and banking 
None 


None 


Equivalent oi one half-year course ` 


with prerequisite of undergradu- 
ate statistics 


None 


One field represented by the equiva- 
lent.of one year course, or two 
fields each represented by the 


equivalent of one semester course 


Knowledge of 3 additional fields 
equal to that which could be ac- 
quired from reading elementary 
survey textbooks 


Background such es would be ex- 
.pected of ane who had completed 
undergraduate work in a good 
liberal arts college 





` 


SUBSTANTIVE CONTENT OF GRADUATE STUDY 109 


‘ency for comprehensive examinations to be based largely on the con- 
tent of courses. : 
Economic Theory 


Perhaps the most difficult problem in selecting a suitable common 
core is to decide on the nature of the courses in economic theory. The 
difficulties arise chiefly, from the fact that the field has been rapidly 
changing and growing. Most teachers are uncertain as to what should be 
included and what omitted, and are unsure as to the amount of techni- . 
cal detail that is desirable or necessary. In many departments there is 
dissatisfaction with present offerings in theory, and most professors are 
continuously revising and experimenting with their courses. 

Uniortunately, I do not have any definite or detailed recipe for 
the content of the core offering in theory. I doubt if these offerings 
should or can be identical in all institutions. However, on the basis of 
many conversations and observations, I can make some fairly concrete ` 
suggestions. è 

First, the core in theory should be the equivalent of a one-year course 
for master’s students and a two-year course for doctoral students. I am 
assuming that theory would include the following topics: production, 
value, distribution, general equilibrium, money, income, employment, 
and possibly others.* 

Second, the core courses in theory should present a fairly conven- 
tional but up-to-date and integrated treatment of the subject. They — 
should acquaint the student with some of the important modern litera- 
ture and with current intellectual issues in the field, but should not 
pursue minor details, digressions, or fine-spun analysis very far. The 
adjective “conventional” was used to suggest that these courses should - 
not be the occasion for professors to ride their hobbies or to display 
their virtuosity. Individualistic approaches or emphasis of specialties, ` 
which are entirely appropriate in their place, should be reserved for 
other courses. In the core courses in economic theory, the student 
should be permitted a broad but rigorous view of the field as it is gen- 
erally understood and accepted in the profession at the time. This sug- 
gestion is relevant especially to those departments which are dominated 
by particular schools of thought or points of view. As one ardent insti- 
tutionalist said to me: “We should teach conventional theory to our 
students, if for no other reason, so that they will be able to combat the ' 
stuif competently.” 


* Seme of my critics feel that two years of theory for the aspirant Ph.D. is excessive as 
a minimal requirement. While I do not wish to be dogmatic on this I feel strongly that 
if theory is defined to include as many topics as I have indicated, it cannot’be treated 
adecuately for the purposes of doctoral students in less than two years. Many experi- 
enced professors support me in this view. 
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Third, the core courses in economic theory should not be expected to 
serve too many purposes, or too many classes of students. Otherwise 
there is danger that they will serve none adequately. In some institu- ` 
tions a single course in theory—usually a year course—is available to 
students offering economics as a minor, is a required course for gradu- 
ate students in business administration, is the core course for gradu- 
ate majors in economics, and is the most advanced work offered for 
those specializing in theory. I submit that no single course can serve 
all these purposes. If the attempt is made, economics majors are almost 
certain to be short-changed. 

'This problem is particularly acute with reference to graduate stu- 
dents in business administration. In some institutions, these students 
are formally handled as majors in economics and are required to stand 
an examination in theory. Being practical-minded persons, they resent 
this requirement; in particular, they and their professors are resentful 
when failure in theory blocks their progress toward an advanced degree. 
Then, in order to avoid internecine trouble or to avoid losing the busi- 
ness administration students, efforts are made to soften the basic theory 
courses to the detriment of the bona fide economics majors. In other 
institutions in which separate degrees are granted to majors in business 
administration, the same problem arises when economic theory is re- 
quired of business administration students. If the theory courses are 
sufficiently rigorous to be appropriate for economics majors, objections 
will be heard from business administration; if the courses are modified 
to meet these objections, they will no longer be suitable for economics 
majors. My firm conviction is that there is only one proper solution 
to this problem. Sound courses for graduate economics majors, resting 
on a prerequisite of undergraduate economic theory and providing a 
rigorous exercise in the fundamentals of the subject, should be offered. 
All economics majors should be required to take these courses or their 
equivalent—master’s candidates for one year and doctoral candidates 
for two years. They should be open to other students who are prepared 
for them, but without any concessions. If these courses do not meet the 
needs of minors, business administration students, and others, one or 
more special courses for these groups might well be organized, but no 
economics majors should be permitted to substitute the standards of 
these special courses for those of the core courses in theory intended for 
majors. The argument for separating the several classes of students in 
theory is strengthened since the theory needs of the students of busi- 
ness administration are probably rather different from those of eco- 
nomics majors. This raises the interesting question as to what kind of 
theory is appropriate for business students, but that is beyond the scope 
of this study. 
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Fourth; advanced courses in theory should be provided, beyond the ` 
core.courses, foz those who wish to offer theory as one of their special 
fields. In many institutions there is no provision for this need. 

Fifth, the nature of the required work in economic theory should be 
such that its relevance would be evident to students regardless of their 
intended specia! fields or career objectives. In some institutions I noted 
the tendency of student’ to regard economic theory as a hurdle—some- 
thing like the foreign language requirement—which must be sur- 
mounted but which is not considered relevant to one's major interest in 
corporation finance, labor economics, transportation, agricultural eco- 
nomics, or other applied fields. This condition is clearly deplorable. It 
is due partly to the manner in which theory is presented, and due partly 
to the manner in which other fields are treated. Many courses in theory 
are highly absiract and other-worldly, and many teachers of theory 
apparently maše little effort to show how it is used in the solution of 
practical and intellectual problems. I believe that the best teachers of 
theory demonstrate its pertinence and usefulness. They draw upon 
historical and statistical illustrations. They show by example how 
theory is used in the solution of practical problems. They demonstrate : 
its relation to empirical methods in the advancement of knowledge. For 
them, theory is not an intellectual exercise antiseptically removed from 
all contact with real problems and issues. Teachers in other fields also 
need to help in linking theory to other branches of economics. The vari- 
ous so-called epplied fields differ in the extent to which they have tra- _ 
ditionally drawn upon theory. Fields such as public utilities, trans- 
portation, corporation finance, economic history and labor have not 
ordinarily been closely linked with economic theory, whereas, fields 
such as interrational economics, money and banking, business cycles, 
and public finance have maintained very close ties with theory. It seems 
to me essential that students should be called upon to use theory, to 
varying extents, in all of their economic studies and. should have re- 
peatedly imp-essed upon them the indispensability of theory in all 
branches of economics. I particularly feel that the ties with theory 
should be much closer than they have customarily been in the core areas 
oi economic history and statistics. 


Economic History 


The place of economic history as an intellectual discipline and as a’ 
part of graduate instruction is today both fluctuating and controversial. 
As indicated in table 25 a quarter of the respondent graduate pro- 
fessors thought it should be included as part of the core for master's 
candidates, and more than half thought it should be required of all 
doctoral candidates. In practice, economic history is required or usually 
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elected by master's students in only 12 percent and by doctoral can- 
didates in 33 percent of the reporting institutions. This suggests that 
many professors feel that this field should be given a more prominent 
place in the graduate program than it has held in récent years; and in ' 
conversations I detected a widespread desire to devote more attention 
to economic history. I believe that economic history should be part of 
the core for Ph.D. candidates. It is doubtful, however, if there is 
sufficient time in the master's program for it to be a requirement. 

‘The recent growth of interest in economic history is apparently a- 
reaction to the trend of economics over the past twenty years when 
enormous emphasis was given to economic theory (including the theory 
of income and employment) and when the applied fields were pre- 
: occupied largely with pressing policy issues. The result, many think, 
has been the production of a generation of narrow economists who know 
little about events before 1929 and who lack the kind of perspective 
which can come only through the study of developments over long . 
periods of time. In particular, it is held, recently-trained economists are 
unaware that current public problems and issues have been faced 
before; they fail to see the modern economy in relation to the broad 
historical developments of which it is only a temporary phase; they 
fail to recognize the difficulties of shaping our economic destinies or of 
predicting future events; they are unable to visualize the long periods 
of time required and the resistances encountered in bringing about eco- 
nomic change; they fail to comprehend the importance of non-economic 
variables in the course of economic development; they lack appreciation 
of the complexities of reality; and they do not understand the impor- 
tance of changing institutional patterns in the determination of eco- 
nomic affairs. According to this view our present generation of gradu- 
ate students, because of their preoccupation with theory based on 
limited postulates and their exclusive attention to problems covering 
a limited time span, are lacking in wisdom and judgment. 

Many of those favoring the requirement of economic history en- 
dorsed it only on the condition that it be a certain kind of economic 
history—and they were deeply critical of the kind which has commonly 
been offered. In general, the complaints against the field were these: 
(1) that it tends to be a mere chronicle of more or less unrelated facts 
without any theoretical orientation—that it asks and: answers no im- 
portant general questions but merely recites a string of superficial 
events, and (2) that it is intellectually dull and lacking in challenge 
for the student. Obviously these complaints were not universal nor 
were they levelled against every course in economic history—yet they 
were sufficiently frequent to represent a solid block of opinion. 

In my inquiries about economic history, I found that much experi- 
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mentation is in progress and that the actual courses being given vary 
widely among institutions. They differ in relative emphasis upon 
European, American, and “World” economic history. This often de- ` 
pends on the interests of the professors involved, Some of the courses 


- are in the form largely of factual and detailed chronicles of events and 


developments; others attempt to organize the subject around broad 
themes such as “economic development" and to derive tentative gen- 
eralizations about causation or process. The current interest in the field 
of economic development and foreign aid has stimulated this latter type 
oi course. Some teachers of economic history are attempting to relate it 
to economic theory by using episodes in economic history to illustrate 
principles of economic theory and vice versa. In this way, they are 
trying to use economic history as a kind of laboratory for theory. 
Others are combining economic history and history of economic doc- 
trine, and attempting to show the interrelations between the two. I was 
much impressed by several courses of this type, though I suspect that 
there are few economists who are equipped to do this successfully. 
Other teachers are emphasizing the use of quantitative data in the form 
of long statistical time series and are thus attempting to combine the 
inductive-historical and the inductive-statistical methods. Others try 
to stress episodes in economic history in which parallels or contrasts 
with present problems or developments can be found. Others consider 
the job of the economic historian to be that of tracing the institutional 
development of the whole economic system, and their courses tend to 
center around the rise and development of capitalism. These various 
approaches to the subject are not mutually exclusive, and there are 
many examples of attempts to achieve various combinations. The field 
is extremely broad and extensive, however, and it is not feasible to at- 
tempt to do all these things in a single year course. 

I am not in a position to recommend any particular approach to eco- 
nomic history for purposes of the required core. I am sure that valuable 
courses worthy of inclusion in the core for Ph.D. candidates could be 
developed along several different lines, and that the particular type of 
course to be given in any institution must be related to the background 


‘and interests of the professor who is to give it. I find myself sympa- 


thetic toward the criticisms of conventional economic history and favor- 
ably disposed toward the efforts to join economic history more closely 
to economic theory, economic development, history of doctrine, and 
statistics. I believe that out of the current ferment in the field some- 
thing exciting can be developed and that it could provide a needed anti- 
dote to the provincialism and lack of perspective which has emerged 
from the recent general preoccupation with theory and current public 
issues during the past several decades. At the moment the greatest 
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impediment to progress in economic history is the shortage of personnel 
in the field, that is, personnel sufficiently conversant with modern eco- 
nomic theory and.statistics to offer courses which will be intellectually 
. challenging and will contribute to the education of economists." 

A final comment is in order regarding the question frequen-ly asked, 
whether graduate students in economics should not take general social 
and cultural history rather than economic history as given in economics 
departments. Surely no one would look with disfavor upon general 
history as a field worthy of.study by graduate students of economics, 
and would recommend to any student that he acquire a broad nistorical 
background if possible. Certain courses in general history woul be pre~ 
ferred to some courses in economic history. Vet, it is probzble that 
economic history, given by persons trained in economics and emphasiz- 
ing the economic issues of the past and the development oi ecoromic in- 
stitutions, is peculiarly fitted to the needs of graduate students in 
economics. General history must be thought of as a desirable addition 
to, but notas a substitute for, economic history. 


Statistics 


The opinion that statistics belongs in the common core is widespread 
though not universal. About half the respondent professors reccmmend 
that it be included and in about a fourth of the reporting inst:tutions 
it is required or usually elected (see table 25). Employers of economists 
. in business and government also frequently mentioned statistics as a 
need (or lack of statistical training as a weakness) of newly- rained 
economists with master’s degrees or Ph.D.’s. 

My judgment is that statistics belongs in the common core as part of 
the training of all economists, and that the equivalent of a ful year 
course should be required of both master’s and Ph.D. candidates. The 
objectives of the core requirement in statistics should, however. tran- 
scend mere training in statistical technique. It should provide a 
thorough background in statistics from the point of view of scientific 
method and logic and it should give an understanding and appreciation 
of inductive method as the working partner of theory. On the technical 
side greater emphasis than has been customary should be given 10 the 
problems of collecting data as distinct from the problem of manipulat- 
ing data once collected. The course should acquaint students with avail- 
able sources of economic data and with some of the important statisti- 
` cal studies in economics. To accomplish these objectives, at least a full 
year course would be required. 


"For a discussion of the role of economic history see The Tasks of Economic History, 
Supplement VII, 1947, The Journal of Economic History. - 
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In these suggestions, there is no implication that the entire core 
course in statistics should be given within the department of economics, 
though it might be. There is much to be said ior a division of labor in 
which the statistical technique and logic are taught by professionally- 
trained statisticians, while the availability, meaning, and uses of sta- 
tistical data in economics are taught by economists. Moreover, the latter 
might be taught eithef in connection with courses in various substantive 
fields or as a separate course. 


History of Economic Thought 


History of economic thought is a traditional core course at many in- 
stitutions. It is required or usually elected by Ph.D. students at three- 
quarters of the reporting institutions and by master's candidates at 
more than a third of the reporting institutions (table 25). However, 
from conversations at many institutions, I have gained the impression 
that it has declined in popularity. This impression is partially confirmed 
in table 25 which shows that the percentage of professors who believe it 
should be in the core is considerably less than the percentage of insti- 
tutions at which it is required or usually elected. That it has declined in 
popularity is due not to the opinion that itis not worthwhile, but to the ` 
fact that in competition with other new and more technical fields it is 
being partially displaced. 

For two reasons, it should not be in the core for master's students: 
first, the inclusion of history. of doctrine will prevent the master’s 
candidate, in the limited time at his disposal, from getting acquainted 
with more essential fundamentals; second, considerable maturity and 
knowledge cf economics—more than most first-year students have—is 
required for adequate comprehension or appreciation of the feld. 
Therefore, it had best be left, in most cases, for advanced students. 

On the other hand, I believe that it should be part of the core for 
doctoral students. It is one of the better vehicles for teaching economic 
theory, for giving perspective on current theories, and for giving insight 
into reciprocal relationships between ideas and events. The experi- 
mental attempts of several institutions to correlate history of economic 
thought and economic history is an interesting innovation which should 

-be encouraged and observed closely. 

History of economic thought is also a vehicle for introducing students 
to the world of scholarship which Professor Viner has described as 
“the pursuit of broad and exact knowledge of the history of the work- 
ing of the tuman mind as revealed in written records." Professor Viner 

* Jacob Viner, "A Modest Proposal for Some Stress on Scholarship in Graduate Train- 


ing," Address before the Graduate Convocation, Brown University, June 3, 1950, Brown 
University Papers XXIV, p. 1. 
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has proposed “that graduate schools make a place in their programs, 
a modest place, but one not confined to the Humanities departments, 
for scholarship, and that they require or at least plead with their stu- 
dents, especially those who are destined to be college teachars, to de- 
vote to that part of the graduate school program a fraction, a modest 
fraction, of their attention."* For economics this laudable suggestion 
can be implemented only by introducing student? to the histcry of eco- 
nomic doctrine. Professor Viner’s point is, of course, that the demands 
of technical professionalism should not be permitted to crowd out inter- 
est in scholarship. One might add that scholarship, in the sense of con- 
versance with the history of ideas and their influence, may be one of 
the ingredients in the education of competent professionals in a field 
like economics. 

. Professor Viner is not alone in his concern for scholarsh p. In re- 
sponse to a question on this subject, two-thirds of the respondiag gradu- 
ate professors indicated that they consider it a responsibility to kindle 
the interest of students in scholarship in the sense in which tke term is 
used by Professor Viner.” ` 


Research Methods 


“Research Methods” is a course with which several institutions are 
experimenting and which some professors are advocating should be part 
of the common core. The objectives of such a course are : (1) to help 
students become acquainted with logic and scientific method, the nature 
of hypotheses, evidence, meaning, and objectivity; (2) to acquaint stu- 
dents with the several methods of research or of advancing knowledge 
in economics; (3) to acquaint them with some important examples of 
research in economics; (4) to stimulate their interest in research; and 
(5) to give them practice in research. 

These are laudable objectives which every department should at- 
tempt to achieve. There is more than one way, however, of achieving 
them. Existing courses in theory, history, and statistics cen be used if 
the professors in these courses are alert to the need and have reached 
an accord on a content including attention to research methods. Or, by 
common understanding, research methods can be handled in conection 
with one of these courses—perhaps the theory course or, preferably, the 
statistics course. Or research methods might be handled by tutorial 
work or seminars in connection with the writing of theses. At some 
institutions, excellent results have been obtained from courses on the 
philosophy of science given in the philosophy departments and attended 


? Ibid., p. 3. 
? Schedule VII: 59 respondents. 
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by students irom many disciplines. A final alternative is to institute a 
special course in research methods in economics. Various institutions 
may find different alternatives feasible. However, because existing 
courses in statistics, economic history, and theory are already bulging 
with essential substantive content, some institutions may well choose to 
establish a new course devoted entirely to research methods. 

The objection is sorhetimes offered that courses in methods are likely 
to be sterile and uninspiring. There is some validity in this objection 
and this is a strong argument for handling instruction in method in 
connection with other courses. However, the course in method need 
not be devoid of content. The section on logic and the philosophy of 
sciénce can be most challenging if handled astutely; the course can 
draw on many actual research investigations which can be considered 
both from the point of view of method and content; and if students 
are given research problems, either preparatory to their dissertations or 
otherwise, they can gain important experience. 


Breadth and Specialization 


In addition to the common core consisting of theory, economic his- 
tory, history of economic thought, statistics, and research methods— 
which would be specifically required of all students—I have suggested 
(see table 23) that each student should present several special fields 
of economics, These would be selected from a fairly long list of recog- 
nized special areas, the list varying among institutions according to the 
staff and facilities available. Students would be permitted to present 
fields included in the core as special fields. To do this, they would 
undertake study beyond that expected of all students. For example, if a 
student should elect economic history as a special field, he would be 
examined along with other students on economic history considered as 
part of the core; then he would also be examined on the additional work ` 
he had done in economic history considered as one of his special fields. 
Each student would presumably consider one of the selected fields his 
major area of specialization and within it would choose the topic for his 
thesis or dissertation. 

I have also suggested the requirement of a broad knowledge of fields 
of economics other than those included within the common core or the 

elected special fields. Doctoral candidates would be expected to have 
at least some knowledge of all fields of economics and of business ad- 
ministration, and master's candidates a general knowledge of at least 
-three fields outside the core and the elected special fields. (Most 
master's candidates with undergraduate majors in economics would pre- 
sumably have been able to meet this requirement in their undergraduate 
years.) Knowledge of these areas should be at least the equivalent of 
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that which could be obtained by reading standard elementary survey 
textbooks. The purpose of this requirement would be to insure that 
students would be aware of the major concepts, terminology, and issues 
covering a wide area. It is difficult to imagine that a Ph.D. in economics 
could be granted to a candidate who was unaware of the implications 
of such concepts as purchasing power parity, equity capital, deprecia- 
tion, discount, non-competing groups, closed shop, current ratio, dispos- 
able income, bank credit, dollar shortage, agricultural parity, basing 
point pricing, classified property tax, last-in-first-out, etc. This kind 
of general knowledge constitutes literacy for the professional economist. 
Graduate students should also be expected to have a substantial back- 
ground in fields outside economics. A master's candidate should be 
expected to have a background in science, humanities, and social science 
at least as broad as that of one who had completed undergraduate work 
in a good liberal arts college in the upper third of his class. A doctoral 
candidate should have intellectual breadth considerably beyond this 
standard. He should have the rich intellectual background of a highly- 
educated and cultured man. 

I believe that a major portion of the profession generally agrees with 
these standards for breadth of background in economics and other 
fields. In response to questions regarding specialization in particular 
fields of economics at the expense-of broader coverage and regarding 
specialization in economics to the exclusion of outside subjects, re- 
spondent professors indicated strong preference for breadth over 
narrow specialization. A large majority felt that it is a responsibility of 
their departments and their institutions to help graduate students be- 
come broadly educated and well-rounded human beings (table 29). 
Those who demurred from this position did so chiefly on the grounds 
that breadth should have been achieved in the undergraduate years, 
that the whole educational task cannot be done during the brief gradu- 
ate years, and that sound training in the student’s special field should 
not be sacrificed to the quest of “breadth.”™ 

Despite the rather general approval of “breadth,” I gained the dis- 
tinct impression that few departments actually. enforce requirements 
calling for breadth within economics; and even fewer require breadth 
of background outside economics. I believe that these requirements 
should be recognized more specifically and enforced by means of ex- 

™ An interesting and witty discussion of specialization and breadth is contained in a paper 
by Professor George J. Stigler: “Specialism: a Dissenting Opinion,” Bulletin of the Ameri- 
con Association of University Professors, Winter 1951-52, pp. 650-56. Professor Stigler’s 
thesis is (p. 650) “that the worship of the cosmopolitan mind is romantic foolishness.” He 
is inveighing, however, against those who never specialize and not against breadth of 


background from which to pursue one’s specialty. In general I agree with his position 
which is not inconsistent with the recommendations made here. 
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TABLE 29,—ATrITUDES OF GRADUATE PROFESSORS TOWARD DEPARTMENTAL 
RESPONSIBILITY FOR BREADTH OF BACKGROUND 








Master's Ph.D. 
7 candidates* | candidates» 





Respensibility to assist and encourage graduate students to be- 
come broadly educated in the sense of having an understanding 
end appreciaticn of history, politics, science, philosophy, litera- 
ture, art, history of ideas, etc.: 


Yes 60% 61% 
Qualified 2 7 
No 38 24 
No answer — 8 
Total 100 100 


Responsibility to provide an environment that is conducive to the 
development of the “whole man” including social, cultural, and 
recreational interests as well as intellectual: 


Yes ] 6395. 51% 
Qualified l 6 8 
No 28 29 
No answer ; 3 12 
Total 100 100 


Responsibility to help graduate students achieve some apprecia- 
tion of interdisciplinary relationships among the social sciences: 


Yes 1% 85% 
Qualified i 2 . -5 
No 14 5 
No answer f 13 5 
Total 100 100 








* Schedule IV: 61 respondents. 
> Schedule VIT: 59 respondents. 


aminations. An urgent task for the profession is to define standards for 
appropriate general background within and beyond economics and to 
develop procedures for implementing these standards. 

At the moment, the principal means by which attention is given to 
fields outside economics is through the so-called “minor.” About one- 
third of the reporting institutions require minor fields for master’s 

' candidates, and three-quarters require them for doctoral candidates. 
Most institutions not requiring minors permit students to elect one or 
more miner fields. In more than a third of the institutions, however, 
special fields within economics or business administration may be 
counted as minors. And in fact about 60 percent of the 1951-52 gradu- 
ate students and nearly half of the former graduate students responding 
to my questionnaires reported that their minors had been in economics 
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or business. Thus, the purpose of encouraging or requiring work out- 
side economics is by no means always fulfilled. 

The philosophy underlying the minor field as a part of a graduate 
students’ program is entirely sound. There are many cases where the 
combined study of two fields is appropriate and fruitful. I doubt, how-. 
ever, if the requirement of a minor completely meets the need for 
breadth of background in fields outside economics. This involves the 
continuation and amplification of a liberal arts education covering many 
fields. I believe that the only satisfactory solution is to decide 
specifically on the degree of breadth desired and to enforce this stand- 
ard by examining candidates for advanced degrees specifically on their 
intellectual breadth. In this way, they will have the incentive to become 
broadly-educated persons before they offer themselves as candidates. 


Theory vs. Empiricism 


In considering the content of graduate education in economics, I 
have tried to suggest courses and requirements which would achieve a. 
fair balance between theoretical and empirical studies. In the core, for 
example, the former is represented by economic theory and the latter 
by statistics and economic history. And in considering special fields and 
general background, I have tried to achieve a balance between the 
theoretical and the empirical. As a result of observing departments of 
economics in action, however, I have concluded that this balance is an 
extremely subtle affair, and is not automatically achieved merely by ar- 
ranging a suitable distribution of courses and fields. The problem lies 
deeper than that. 

It is my impression—I have little documentation—that the graduate 
departments of economics at different universities are very uneven with . 
respect to the relative emphasis on the theoretical and the empirical 
aspects of economics.'? The atmosphere in some departments conveys 


7 In response to a question regarding relative emphasis upon economic theory and upon 
"studies relating to facts, institutions, and economic policy," the replies of respondent 
graduate professors with reference to the balance in their own institutions were as follows 
(data from Schedules IV and VII): 


For Master's For Ph.D. 
candidates candidates 
Satisfactory balance 50% 36% 

Theory heavily stressed as it should be 10 17 
Theory over-stressed 10 15 
Facts, institutions, and economic policy over-stressed 6 10 
Need for closer integration of theory and applied fields 2 3 
Other 15 14 
Uncertain 2 2 
. No answer 5 ; 3 





Total 100 100 
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to. students the impression that theory is important and glorious, and 
that institutional or historical or statistical or socio-psychological 
studies are pedestrian and suitable only for second-rate minds. In these 
institutions, the staff consists mainly of theoreticians, and even the 
courses in the so-called applied fields tend to be highly suffused with 
theory. The students of such departments tend, I fear, to become rela- 
tively narrow theorists—much more narrow than their teachers. Other 
departments consist mainly of professors interested in the various ap- 
` plied fields. The spirit of such departments is on the whole anti- or 
a-theoretical; courses in theory are given, to be sure, but the study of 
theory tends to be perfunctory—a hurdle to be surmounted and left 
behind. 

In most departments, even those in which theoretical and empirical 
interests are superficially well-balanced, I felt that far too little atten- 
tion was given to empirical research of the kind that asks important 
basic questions (not necessarily pretentious or comprehensive ques- 
tions), formulates hypotheses, and seeks answers through acquiring and 
analyzing da:a. The result, I think, is that we are failing to turn out any 
sizeable proportion of students who are thoroughly trained in, or moti- 
vated toward, empirical investigation using institutional, historical, 
statistical, or socio-psychological data. Most academic economists are 
inclined, I think, to pursue theoretical studies or to concern themselves 
with problems of public policy. Their theoretical interests tend toward 
fairly comprehensive subjects such as monetary theory, business cycles, 
employment theory, price theory, etc., and their policy interests are 
directed toward problems at the highest level such as inflation, unem- 
ployment, monopoly, or labor relations. There is relatively much less 
empirical work of a more modest sort calculated to test specific hy- 
potheses. To illustrate, much more attention has been given to the de- 
velopment of comprehensive monetary theories or to the discussion of 
high-level monetary policy than to empirical investigations such as the 
effect of changes in the rate of interest on business investment. And 
more attention has been given to the broad theories of employment or 
discussion of ecoriomic stabilization policy than to empirical inquiries : 
into problems such as factors influencing the form of the consumption 
iunction. 

I hasten to state that I am in no sense launching an attack on theory 
nor am I objecting to the consideration of public policy by economists. 
Theory is oi prime importance to the profession and to students, and 
I have given it a key position in the proposed substantive requirements 
for graduate students. Also, I believe that economists should devote 
themselves to the formulation and criticism of public policy. I am | 
merely making à plea that more attention be given by academic econo- 
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mists and their students to the less spectacular but none the less urgent 
tasks of collecting and analyzing empirical data and testing specific 
hypotheses. Both the theory and the policy recommendations of econo- 
mists would become more substantial if founded upon a larger and 
more reliable base of empirical verification. 

How can interest in empirical research be fostered? The answer to 
this question is not easy, especially as the intellectual habits and tra- 
ditions of a profession do not change readily. The answer lies partly, I 
think, in drawing to our departments of economics more intellectually 
vigorous economists with strong interests in empirical research. Many 
of these persons are now found in the Federal government or in various 
research institutions where they are not in contact with students. As 
things now stand, the balance of intellectual vigor and influence in 
many departments of economics is held by those whose major interests 
are theoretical. There is need for adding equally effective and persuasive 
persons whose bent is toward empirical research. 

In addition to a diversified faculty, the achievement of a balance 
between the theoretical and the empirical requires that the two ap- 
proaches be integrated in many of the graduate courses. Everyone 
knows that theoretical and empirical methods are complementary and 
equally indispensable in the advancement of knowledge. This comple- 
mentarity should become evident in many parts of the curriculum. 
The lines separating the study of theory, statistics, history, and the so- 
called applied courses should be blurred. The contributions of the 
several methods and points of view should be merged. There is room 
in theory courses for reference to inductive materials. In statistics, the 
relations between the inductive and deductive methods should be 
continuously in the forefront. In economic history, both theory and 
statistics should have ample play. And in applied courses, like public 
finance, the menu should consist of judicious combinations of history, 
current facts, statistical analysis, and theory. The student should be 
spared the kind of compartmentalization in which he studies exclusively 
theory at 8:00 a.m., exclusively statistics at 10:00 a.m., solely economic 
history at 2:00 r.m., and only public finance at 4:00 p.m. 

It is to be hoped that the diversification of faculty and the integra- 
tion of method within individual courses may help to arrest tendencies 
for economists, and whole departments of economics, to become on the 
one hand radically theoretical and lost in an unreal world of logical 
deductions from over-simplified postulates, or on the other hand adrift 
in a chartless sea of unordered facts. It is to be hoped that they would 
gain the analytical powers and the sense of the interrelatedness of 
things which derive from the study of theory, but at the same time 
gain a respect for facts, a feeling for empirical research, an apprecia- 


SUBSTANTIVE CONTENT OF GRADUATE STUDY 123 


tion of the difficulties of applying theory to practical problems, and 
an understanding of the infinite complexities of the real world. 

It was the problem of achieving greater emphasis on the empirical 
aspects of economics that led to my suggestion that economic history, 
statistics, and research methods be included along with economic theory 
in the common core for Ph.D. candidates. One might add, also, that to 
achieve the objective, the courses in economic history and statistics 
should be made more intellectually exciting and challenging than they 
have typically been in the past. . 

In discussing with graduate professors the problem of the relative 
emphasis on theoretical and empirical aspects of economics in graduate 
education, many agreed that a more equal balance is desirable, but 
questioned whether a practicable solution could ‘easily be found. It 
was pointed out, quite rightly, that economic theory is the absolutely 
indispensable element in the education of economists. Nothing can be 
done. without it. The problem, they pointed out, is whether anything 
significant can be done toward strengthening the empirical side without . 
sacrificing theory. As one professor said, “Learning the requisite theory 
requires most of the student’s time during his brief graduate period. 
We would be glad to introduce more institutional, historical, statistical, 
and socio-psychological materials and more research method. But to 
do so would cut squarely into the amount of time available for theory 
and prevent us from doing a good job in that most essential-area. More- 
over, we have fought for a long time to gain an adequate place in the 
‘curriculum, and in the interests of students, for theory, and we should 
hesitate to retreat just as victory is ours. The only solution would seem ` 
to be to lengthen the graduate period, but no one is enthusiastic about 
that. Therefore, the only solution would seem to be to make the best 
of a bad situation and to continue the emphasis on theory." I do not 
agree that this is an insoluble dilemma; I think, however, that it is a 
difficult problem, and that many departments should carefully consider 
the relationship between the theoretical and the empirical in their edu- 
cational programs, and should plan their future staff and curricula with 
a view to redressing any imbalance that is found. 


Chapter 8 


RESEARCH TOOLS AND VERBAL SKILLS 


In the discussion of “objectives and standards” (chapter 4), it was 
assumed that the important tools of research in economics include 
foreign languages, mathematics, law, accountancy, socio-psychological 
techniques, historical techniques, and possibly others.’ It was proposed 


TABLE 30,—SUGGESTED REQUIREMENTS IN RESEARCH TOOLS AND VERBAL 
SKILLS FOR GRADUATE STUDENTS IN Economics? ' 











Research tools (foreign lan- 


guages, mathematics, law, 
accountancy, socio-psycho- 
logical techniques, histori- 
cal techniques, etc.) ` 


Verbal skills: 
Reading 


Writing». 


Speaking> 











For Ph.D. candidates 


Ability to use one tool with 


high proficiency; under- 
standing of the use of other 
tools 


Ability to read economic lit- 
erature in common core 
and selected special fields 
except that involving un- 
usual technical apparatus 


Ability to write, for techni- | 


cally-trained or lay read- 
ers, brief or extended dis- 
courses 


Ability to speak or discuss 
clearly and coherently be- 
fore a class, seminar, pub- 
lic audience, or committee 





For master's candidates 


None 


Ability to read any of the 


easier literature in tie 
common core and special 
fields 


Ability to write bries or fairiy 
extended discourses in spe- 
cial field 


Ability to present an eco- 
nomic subject before a 
class or small group and 
to explair. a point in infor- 
ma} discussion 








* See pp. 44-7, 61-2. 


b The skills of writing and speaking are to be considered jointly; deficiency in one may be 


offset by excellence in the other. No candidate is to receive degree who is sub-standard in both. 


(see pp. 44-5) (1) that each doctoral candidate should have a sufficient 
knowledge of all these tools to understand how each may be employec 
in economic research and to apppreciate the various ways in which 
knowledge of economics is advanced; and (2) that each doctoral candi- 

1 Statistics, research methods, and logic and scientific method—often considered under 


the heading of research tools—are not included in this list. They are considered part of 
the common core which was discussed in the preceding chapter. 
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date should be expected to achieve a genuine mastery of at least one of. 
these research tools.” It was also suggested (pp. 45-7) that high levels 
of performance should be required of doctoral candidates in reading 
and in writing or speaking. Corresponding but less rigorous standards 
of proficiency in the verbal skills were recommended for master's 
candidates (pp. 61-2). These suggested requirements are summarized 
in table 30. In the remainder of this chapter, I shall discuss each of 
these suggested requirements. 


Foreign Languages 


Perhaps the most widely-discussed and controversial of the research 
tools are foreign languages. A foreign language requirement for master’s 
candidates in economics is in force at 42 of 87 institutions for which data 
are available. Of these, 39 require proficiency in one—usually French 
or German, and 3 require 2 languages. In a few institutions the require- 
ment applies only to certain students or it can be satisfied if the student 
has completed 2 years of undergraduate work in a language. Of 52 
reporting institutions, all except two impose a foreign language require- 
ment for doctoral candidates. The two exceptions employ a general 
“tool” requirement which may be satisfied by passing a foreign 
language examination. The following are the specific requirements in 
effect and the percentage of the 52 reporting institutions employing 
each: 


Reading knowledge of two languages (usually French and German) 7596 
Facility with one language or a dictionary knowledge of two 2 
Reading knowledge of two lenguages or reading knowledge of one and knowledge 


of a tool subject 9 
One language and mathematics 2 
General tool requirement, language may be used to fulfill 2 

Total 100 


In the large majority of institutions, the doctoral student must 
satisfy the language requirement before he takes the preliminary exam- 
ination or before he is admitted to formal candidacy for the degree. In 
most institutions, the department of economics has no part in the ad- 
ministration of the examinations. This is usually done by the modern 
language departments under the supervision of the graduate college. 
Six institutions indicated, however, that the department of economics 
selects foreign language materials for the examinations and two that 
the department administers. the examinations “with considerable 
charity.” 

The opinions of professors about the foreign language requirements 


2I suggested that there should be no corresponding requirement for master's candidates. 
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are mixed but predominantly unfavorable. On the question of whether 
a reading knowledge of at least one foreign language should be required 
of master's candidates in economics, the replies were as follows:* 





Yes for all students 1396 
Yes for some students 25 
No 46 
Uncertain . 8 
No answer 3 
Total 100 


Some of those favorable to the requirement commented that tke study - 
of foreign languages helps the student to master English or contributes 
to his general culture. Those who thought the requirement should be 
limited to “some students” indicated that they were thinking of stu- 
dents whose research or career interests will be advanced thereby, or 
who were expecting to proceed toward the Ph.D. They were thinking, 
in other words, that some students ought to have language skills, but that 
it should not be required of all students. Significantly, no respondent 
commented specifically that a foreign language should be required of 
all master’s candidates because of its general usefulness to economists. 

When heads of departments were asked if their doctoral candidates 
“obtain sufficient proficiency in the foreign languages to be able to use 
them effectively in research and study,” 60 per cent said “no,” and 
another 8 per cent were uncertain or equivocal. On the other hand, 
nearly a third responded affirmatively. 

Opinions of graduate professors as to what should be cone about the 
foreign language requirement for doctoral candidates were highly 
mixed, The wide disparity of opinion on the subject probably explains 
the delay of reform when so many are dissatisfied with the status quo. 
Recommendations on the foreign language requirement for doctoral 
students are presented in table 31. 

A third of the graduate professors favor retention of two languages— 
though few insist that these languages should be exclusively French 
and German. Two-thirds would depart from the traditional two lan- 
guages; 18 percent would continue the requirement of two languages 
but with provision for the substitution of a “tool” for one of the lan- 
guages; 5 percent would require the substitution of mathematics or 
statistics; and the remainder (37 percent) would reduce the require- 
ment to one language or eliminate it altogether. 

Apparently there is considerable dissatisfaction among graduate . 
professors regarding the administration of the foreign language require- 
ments. Whereas only a negligible number of economics departments 


* Schedule IV: 61 respondents. 
* Schedule V : 27 respondents. 
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TABLE 3_.— RECOMMENDATIONS OF GRADUATE PROFESSORS ON THE FOREIGN LANGUAGE 
REQUIREMENT FOR DOCTORAL CANDIDATES IN ÉCONOMICS* 








Require two languages: 


French and German, no substitutes 4% 
Frenci and German but with various amounts of latitude and substi- 
tution of other languages 18 
French and German or other two languages, stiffen examinations 11 
Sub-total > : 33 


Require two languages, but with provision for substitution of other tools 
ior one language: 





Permit substitution of mathematics 11 
Permit substitution of a “tool” 7 
Sub-total 18 
Require zne language and mathematics or statistics 3 
Require only one language: 
One languege, stiffen requirements 12 
Ore language, no change in rigor of requirement 2 
Mastery of one language or dictionary knowledge of two ` : F2 
Sub-total 16 
Eliminate language requirement: 
Elininate it altogether ` 4 
Elininate except for students who need foreign language for their re- 
search or career plans 13 
Eliminate, substitute mathematics or statistics 4 
Sub-total 21 
No answer 7 
Grand total 100 





a Schedule VIT: 59 respondents. Z 


‘now administer these examinations, there is considerable sentiment in 
favor of greater departmental responsibility in this field. This opinion 
is based in part on the feeling that linguistic needs in economics differ 
from those in other fields and that the department should have a 
greater voice in the standards and the conduct of the examinations. In 
response to a question regarding differences in the linguistic needs of 
graduate students in, economics as compared with those of other stu- 
dents, nearly three-fourths of the professors responding thought there 
are significant differences. Some thought the needs of economics stu- 
dents are less rigorous than those of other fields, others commented that 
language requirements should be closely related to the students’ interests 
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and objectives. A few suggested that the economist’s language needs 
are related more largely to the acquisition of data from original sources 
than to contact with the scientific literature of other countries, whereas 
the examinations and standards are set mainly with the latter cbjective 
in mind. Few professors indicated, however, that they regarded the 
foreign language problem as a serious one, and few of those who favor 
changes base their position on the ground that the language require- 
ment represents a significant hurdle which interferes with scholastic 
progress and professional development of graduate students. Many 
said, however, that the problem would be serious if the requirements 
were not laxly administered. 

When asked about the frequent suggestion that the foreign languages 
should be used.in connection with assignments for courses and semi- 
nars, the professors were again divided. About half were favorable or 
mildly favorable, about a third unfavorable, and the remainder neutral 
or uncertain. In considering the responses to this question, I: wandered 
what percentage of the respondent professors would themselves be able 
to do assignments in a foreign language. However, some modest efforts 
to integrate the foreign languages with economic study is made in about 
a third of the reporting institutions. 


TABLE 32.—OPINIONS OF GRADUATE STUDENTS REGARDING 
FOREIGN LANGUAGE REQUIREMENTS 











Former graduate 
M graduate students who 
bn Ta "m received Ph.D.'s 
in 1939-40 or 
1951-52» 1949-50» 
Beneficial 19% 21% 
Possibly of some benefit 15 : 13 
Of no benefit 64 62 
No answer 2 4 
100 100 








* Schedule IX: 81 respondents, 
b Schedule X: 164 respondents. 


Present and former doctoral students are less favorable to the lan- 
guage requirements than their professors (see table 32). Only about 
one-fifth of them feel that the meeting of these requirements was bene- 
ficial to them and neariy two-thirds said flatly that they got no ) benefit 
from the ordeal. 

The only possible generalizations regarding opinion among econo- 
mists on the language requirements are (1) that there is widespread 
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(though not unanimous) dissatisfaction with present practice, and (2) 
that there are many proposals for reform. On a subject so controversial 
and on which opinion is so scattered, recommendations in a report of 
this kind cannot be presented with the weight of any solid block of 
opinion behind them. They can have status only as one man’s opinions. 
Nevertheless, for what it may be worth, I shall present those opinions. . 
Most of the discussion will refer to the language requirements for 
doctoral candidates. 

In general, the arguments of those economists who are in favor of 
the traditional language requirements for doctoral students are: (1) 
that economists would have contact with foreign literature; (2) that 
they should have access to foreign sources of data; (3) that the study 
oi foreign languages helps to improve the student's command of 
Englisb, contributes to his general culture, and helps to overcome 
provincialism; (4) that the prospective world leadership of America 
makes it incumbent upon us to have economists who know foreign 
languages. Í 

Anyone can agree with all of these arguments, as I do. But the 
issue is whether these objectives can be achieved sufficiently by means 
of the traditional type of foreign language requirement to justify im- 
posing this requirement on all doctoral students. I feel strongly that the 
traditional language requirement does not accomplish any of these ob- 
jectives to an appreciable degree, and that there is little justification for 
it. By meeting that requirement most students do not gain useful access 
to foreign literature or foreign sources of data, their command of English 
is not appreciably strengthened, their general culture and breadth of per- 
spective is not widened as much as it might be by the expenditure of 
equal 2ffort in other directions, and most of them do not in this way be- 
come capable of assisting in the discharge of America's international re- 
sponsibilities. In short, the traditional system represents little more than 
an irritating and meaningless hurdle which interrupts a student's work 
just at the time when he is most strongly motivated toward his field. . 
Moreover, it is damaging to the morale of graduate students to impose 
upon them an onerous requirement the value of which cannot be ade- 
quately defended, and which many professors quite openly scoff at.’ 

Most economists do not rely heavily on foreign literature. They find 


"The attitude toward the traditional requirement is apparently much more favorable 
among graduate faculties in the natural sciences, linguistics, history, and humanities than 
it is among sccial scientists. Hence, in almost all graduate colleges, change is resisted. The 
reasons for tke more favorable attitudes of those in linguistics, history, and humanities 
are obvious. The natural scientists find the languages valuable because much important 
scientific literature is available in German, French, and Russian. This literature can be 
translated with relative ease because nomenclature and symbolisms are often standardized 
and because scientific papers are characteristically brief. 
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the foreign literature lengthy and extremely difficult to translate. Some 
economists need foreign languages for access to sources of data such 
as foreign documents, periodicals, bank reports, etc. But this need is 
restricted to a small minority, and is by no means common to the entire 
profession. Therefore, economists as a group are less enthusiastic 
toward the universal language requirements than their colleagues in 
many other fields. But because they and other likeminded professional 
groups are in the minority, and because of general academic conserva- 
tism, the foreign language requirements are likely to remain at many 
‘institutions, in something like their present form, for years to come. 
Hence, a few rather obvious recommendations for operation within the 
present framework may be in order. 

First, every encouragement should be given to students to meet the 
requirements early in their careers and, if possible, to prepare for 
their language examinations before entering graduate study. 

Second, departments of economics should take some interest in the 
foreign languages, help students prepare, stimulate their interest in 
achieving enough mastery of languages to be able to use them, and draw 
foreign language materials into courses and seminars, If students are 
to be required to meet the language requirements, departments should 
help to make them as meaningful and as agreeable as possible, rather 
than leaving the student to meet—entirely on his own devices and 
without encouragement—a requirement which many of his professors 
openly regard as futile.” 

Third, strong efforts should be made to alleviate the burdens of 
foreign students who come to this country with the intention of study- 
ing economics, but find that much of their time is demanded by the 
study of French and German at à time when they have not even con- 
quered English. At the very least, such students should be permitted 
to offer English as one of their foreign languages. 

Fourth, as much as possible should be done within the conservative 
framework of graduate college rules to permit greater latitude in the 
choice of languages offered to satisfy the requirement. Merely on 
grounds of availability of an important literature, Russian, Italian, 
and any of the Scandinavian languages can be defended zs substitutes 
for French or German. And on grounds of availability of source ma- 
terials for the study of regional developments, international economics, 

etc., any literary language in the world might appropriately be chosen. 

* Cf, Carl C. Brigham, Examining Fellowship Applicants, Social Science Research. Coun- 
cil, Bulletin No. 23. p. 23. Dr. Brigham points out the futility of awarding fellowships and 
scholarships to graduate students who will have to spend much of their time in satisfying 
language requirements. & 


* Cf, "Report of Subcommittee on Language Requirements," Report of Fourth Amal 
Mecting of the New England Conference on Graduate Education, 1947. 
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Along this line, some institutions have fallen into the curious habit of 
assuming that if a student asks to substitute, in place of French or 
German, a language he happens to have studied, he is prima facie trying 
“to get away with something.” Thus, in some institutions, Spanish may 
be substituted for French only if the student has not studied Spanish 
before. If he has studied Spanish, then he must be examined in French. 
This kind of attitude toward the languages is clearly nonsensical. 
Fifth, if language requirements are to be retained, departments of 
economics should use their influence to stiffen the requirements so that 
students will acquire at least some useable linguistic skill. In many 
institutions, the requirements while consistently retained are at stand- 
ards so low that the student has virtually nothing to show for his 
efforts. It would seem that if the task is to be done at all, it should 
be done well enough to produce a tangible benefit for the student. 
` But it is to be fervently hoped that present requirements can be 
modifiec. The alternatives, listed in an ascending order of preference 
are as follows: E 


I. Various arrangements involving two foreign languages with low ' 
standards such as now generally prevail and with various pro- 
visions for substitution (essentially the present system in most 
institutions) 

1. French and German, no substitutions 

2. French and German, with possibility of substituting another 
language for one of these 

3. French and German, with possibility of substituting other 
languages for either or both 

4. Two languages with possibility of substituting « one research 
tool 

5. Two languages with possibility of substituting one research 
tool or one collateral field 

6. Two languages with possibility of substituting one collateral 
field 

7. Two research tools of which foreign language may be one 
or both 


II. No requirement whatever 


TII. Any of the arrangements under I ive but with exacting 
standards such that the language or tool or collateral field will 
become an important useable asset for the student. 


IV. Various arrangements involving one foreign language, one re- 
search tool or one collateral field with exacting standards such 
that student will gain an important useable asset. 
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1. One collateral field 

2. French or German 

3. One foreign language to be chosen from any literary language 
in the world—the choice to be made in terms of the stu- 
dents! research interests and plans ' 

4. One foreign language, other research tool, or collateral field 

5. One foreign language or other research tool 


This list does not, of course, cover all the possibilities, but it does 
indicate the range. The reader can easily fit other alternatives into the 
pattern. In general, the reasoning underlying the order of preference is 
this: the requirement of two languages or other subjects with the low 
standards that have become customary is worse than ro requirement 
whatever. If we are to have such a requirement, as I think we should, 
then let us impose exactirg standards so that it will result in tangible 
accomplishment for the student. But if we impose exacting standards 
for two subjects, this becomes more than the student can do and still 
meet the other essential Cemands on his time and energy. Therefore, 
the best solution is to require one subject with exacting standards. Of 
the subjects from which to choose, I recommend that they include 
any literary foreign language or any other important research tool. 
Among these other tools I should include mathematics, law, account- 
ancy, socio-psychological techniques, and historical techniques? I do 
not favor the inclusion of a collateral field such as sociology, political 
science, industrial management or anthropology, unless it can clearly 
` be defended on the ground that it contributes to the student's research 
equipment. I feel thet the requirement should be designed specifically 
to sharpen the student's research ability and proficiency, and should 
not be merely another minor field. In line with this thinking, I should 
recommend that the student always be required to defend his choice of 
a subject in terms of his research interests and plans. 

These recommendations are based upon three general principles: 
(1) that whatever subject a student may elect or be called upon to offer, 
an exacting standard should be imposed such that when he has met the 

SA few graduate departments o? economics now require a rudimentary knowiedge of 
accounting concepts. I concur in this requirement and have suggested thet it be included 
in the admission requirements alonz with elementary mathematics (see p. 88) rather than 
in the degree requirements. In response to a question as to whether profidiency in tool 
subjects other than foreign languages should be required for advanced degrees, about two- 
thirds of the respondent professors mentioned mathematics, one-fourth mentioned ac- 
counting, one-fifth mentioned logic and scientific method, and a handful mentioned li- 
brary techniques. Many thought oi these, however, as substitutes for, rather than addi- 
tions to, the foreign language requi-ements, At least one university has experimented with 
a special graduate course in accountancy designed expressly for students in economics. 


Another has experimented with a non-credit course in the use of the library and sources 
of data. 
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standard he will have a viable intellectual asset, (2) that the require- 
ment shculd be oriented toward research and should quite specifically 
increase the student’s research capacities, and (3) that the require- 
ment should result in the production of a generation of economists | 
having civerse research skills—some in mathematics, some in each of 
many foreign languages, some in historical research, etc. 

When the term “exacting standards" is used, I have in mind, for 
example, that the student who offers a foreign language would be 
able to read any literature in the language with such facility and speed 
that it would be feasible for him to read technical books, government 
reports, and newspapers in the language. If he offered mathematics, he 
should be able to read the literature of mathematical economics and 
statistics with facility. 

"To meet this standard in only one field would probably involve more 
work than most students now devote to the foreign languages. In 
general, on the basis of numerous inquiries but no formal survey, I 
would zuess that to meet the present low-standard reqüirements of 
French and German requires of most students the equivalent of perhaps 
3 to 6 znonths of full-time work, the amount depending on the student's 
linguistic background and facility. This is probably insufficient time for 
achieving any worthwhile results from the requirement, I should think 
that standards might be thought of in terms of at least 6 months of full- 
time work—preferably more. If the student is permitted to invest this 
time ir. a subject which he feels of value, the resistance to the meeting 
of this requirement would be less than that now encountered with 
the present foreign language requirements which are often considered 
useless. In considering the amount of time required, it should be 
remembered that it is possible for students to prepare for these require- 
ments during undergradaute years or before entering graduate study, 
so that ideally no time need be taken from graduate study in order to 
meet the requirement. Indeed, the profession should work unremittingly 
to encourage prospective students to prepare ir in the tool subjects before 
entering graduate study. 

It is sometimes objected that a plan under which the student may 
elect a substitute for the foreign languages will result in the latter being 
squeezed cut altogether. Whether this will be true will depend, of 
course, on the relative difficulty of the various alternative requirements 
and on the kind of advice students receive. Data based on experience 
at tke University of Minnesota suggest that the languages do not 
necessarily disappear when other options are available. During the 
pericd from 1949 to 1951, 71 percent of the Ph.D. candidates at that 
insti-ution (in all fields) had the option, in place of one of their lan- 
guage examinations, of presenting a research technique or a collateral 


134 THE AMERICAN ECONOMIC REVIEW 


field. Yet only 24 percent of the candidates exercised this option.? The 
remaining 76 percent offered the customary two languages. 

The above discussion has related exclusively to the language re- 
quirements for the doctorate. For the master’s degree, I see no com- 
pelling arguments for requiring a foreign language or research tool 
(other than statistics which is considered under the common core). 
Much more important for master's candidates is to achieve a thorough 
grounding in economic theory and other fundamentals. 


Mathematics 


The increasing utilization of mathematics by economists has led to 
great interest in the inclusion of mathematics as one of the tools which 
graduate students should be required or advised to acquire. Already 
nearly a fourth of the reporting institutions permit doctoral candidates 
to substitute mathematics for one of the foreign languages (see p. 125), 
and several others impose mathematics requirements (usually “through 
calculus”) in addition to the foreign language requirements. Many 
professors have indicated their concern about the problem of mathe- 
matics training and many departments are considering the requirement 
of mathematics in some form. 

About two-thirds of the respondent graduate professors think that 
mathematics should be included as a requirement for the Ph.D. Most 
of these hold that this should be as a substitute for, rather than addi- 
tion to, a foreign language requirement. Also about two-thirds of the 
respondent graduate professors think that mathematics should be re- 
quired “for some or all” master's students.^ In reply to a question 
about the present abilitv of doctoral candidates to use mathematics for 
economic analysis, the graduate professors responded as follows:'! 


Good 296 
Fair 4 
Poor 44 
Uncertain 7 
No answer 6 
Total 100 


To stimulate improvement in the mathematical skills of doctoral 
candidates, the respondent professors suggested that students be en- - 
couraged or required to take courses in mathematics, that examinations 
analogous to the foreign language examinations be given, that admis- 

* University of Minnesota, Graduate Faculty News Letter, Dec. 10, 1951, p. 4. Among 
the research techniques and collateral fields presented were: methematics, statistics, ac- 
counting, public opinion analysis, research methods in business analysis, methods in 
higher education, surgical technique, and experimental psychology. 

? Schedule VII: 59 respondents. 

P? Ibid. 
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sion requirements include mathematics, or that key economics courses 
be pitched at a level that would require mathematics as a prerequisite. 
The great majority were opposed, however, to giving graduate credit 
for elementary courses in mathematics or other tool subjects. 

Many present and former graduate students also indicated concern 
about mathematics. When asked about inadequacies in their earlier 
training. or in their graduate programs, more mentioned mathematics 
than any other subject. 

My conversations with professors and graduate students indicated 
an unmistakable and profound interest in the problem of mathematics 
for economists. At the same time, there is great perplexity as to how 
to solve the problem, and rather general groping toward solutions. The 
difficulty, of course, is that there are no easy solutions. The effort to 
enforce standards of mathematical proficiency which many members of 
the profession believe are demanded by current developments in eco- 
nomics would add an onerous burden for both students and faculty—a 
burden so onerous that few have the courage to insist on it. 

Opinions on the place of mathematics range from the view that it is 
unnecessary (and that those who use it in economic analysis are arro- 
gant pretenders) to the view that every economist should be a thor- 
oughly trained mathematician. Fortunately, a committee on the Mathe- 
matical Training of Social Scientists, including representatives from 
the interested professional associations, has been at work; also the 
Social Science Research Council has sponsored a committee to survey 
the role and uses of mathematics in various social science disciplines.” 
It is to be expected that the deliberations of these two groups will 
bring forth useful information and suggestions. My comments on the 
problem in advance of the reports of these committees may be little 
more than a useless act of supererogation. 

My first essumption is that mathematics is a highly important and 
useful tool in economics both for economic analysis and for statistics, 
and that the problem of mathematical training is a serious one for 
which satisfactory answers are urgently needed. As the discipline is 
developing, and is almost certain to develop in the future, the demands 
for mathematical training will surely expand. It is not difficult to 
imagine that the relation of mathematics to economics may some day 
resemble that between mathematics and physics or engineering. This 
possibility is presaged not alone by developments in economics but 
also by the even more rapid and revolutionary - vevelopments in 
statistics. 


2I am indebted to Professor William G. Madow, Professor of Mathematics at the Uni- 
versity of Illinois, a member of these committees, for many suggestions. He should not, 
however, be keld responsible for any of the conclusions or recommendations which follow. 
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At the present stage of the discipline, mathematical ability is needed 
by economists at three levels. First a few economists, but a steadily 
increasing number, should have a command of mathematical skills at 
the most stratospheric level, These people would be depended upon to 
develop the areas of mathematical economics, econometrics, and sta- 
tistics. They would be qualified both to read the literature of these _ 
fields, to formulate problems for solution in mathematical terms, and 
to solve these problems. I shall call these mathematical economists. 
Second, a larger number of economists, whom I shall call mathemati- 
cal readers? should be able to read with comprehension a substantial 
portion of the mathematical and statistical literature, for example, 
Econometrica, the more abstract articles in the Journal of the Ameri- 
can Statistical Association, or books in which ideas are presented in 
mathematical form such as Leontief, Structure of American Industry; 
Marshall, Principles of Economics (appendix); Samuelson, Founda- 
tions of Economic - Analysis. Some of these mathematical readers, it 
would be hoped, might be able to set up problems so that a mathe- 
matical economist could translate them into mathematical form and 
solve them—in other words, to be able to use the services of mathe- 
matical economists intelligently and effectively. * Third, most econo- 
mists (I should be willing to say all economists) should have a suffi- 
cient orientation in mathematical ideas, symbols, and mode of thought 
to make economic theory and statistics more intelligible and to permit 
them to read easily, with comprehension, and without “formula fright” 
books such as Stigler, Theory of Price and Boulding, Economic Analy- 
sis (Part IV). They should understand such simple ideas of algebra, 
geometry, and calculus as variable, function, equation, simultaneous 
equations, differential, integral, limit, vector, tangent, logarithm, 

The Social Science Research Council, in sponsoring its 1953 Summer Institute in 
Mathematics for Social Scientists, gave as the objectives of the Institute: "to equip students 
to (a) formulate social science problems in mathematical form, (b) read mathematical 
literature in their chosen fields, and (c) do further work in mathematics and statistics be- 


yond the level of the calculus if they find need for this in connection wizh their work in 
social science." 


. A critic writes: “You mention a second category of economists termed mathematica! 

readers. I think you are a little too modest in your estimate of their abilities and creative- 
ness in formulating economic problems mathematically. Many of the great figures in the 
history of mathematical economics have themselves probably fallen into this category as 
far as training is concerned. Jevons and Walras are two names that come to mind but 
one could enlarge the list. Such people make no pretense at being fully trained mathemati- 
cians, but having real abilities in the field of economic analysis and logico-mathematical 
thinking they are able to puzzle and puzzle and finally state in terms of mathematirs their 
economic theories, I am sure that many in this category will turn out to be more fruitful 
workers than undergraduates who have concentrated in mathematics and who have been 
persuaded to go into the field of economics. Incidentally, you will inevitably find that the 
very best undergraduate mathematicians will not be the ones who gradually transfer into the - 
fields of statistics and economics, I fear." 
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matrix, etc. To be sure, these concepts and ideas can be understood 
without reference to mathematical symbolism or manipulations, but 
-they are much more clearly understood with a modicum of training and ° 
experience. Economics and statistics involve so largely the manipula- 
tion of quantitative variables and rely so heavily on algebraic'and geo- 
metric formulations that it borders on stupidity for anyone to under- 
take serious study of 'economics at the graduate level without the kind 
of elementary mathematical background indicated. I shall now com- 
ment briefly on each of these three groups of economists as classified 
according to degree of proficiency in mathematics. 

The principal problem with reference to the “mathematical econo- 
mists” (those with a very high level of proficiency in mathematics), is 
to insure either that a substantial number of economists will be induced 
to acquire a high level of mathematical skills, or that a substantial 
number of persons with highly developed mathematical skills will be 
pursuaded to apply their knowledge to economics. If this does not 
happen, economics will almost surely lag behind other disciplines. It is 
difficult to induce. economists to acquire a high order of mathematical 
skill. Few students of economics acquire a substantial mathematical 
background in their undergraduate years. By the time they reach grad- 
uate school and recognize the need and the opportunity, it is usually 
too late for them to afford the time and energy necessary to become 
proficient in mathematics—particularly in view of the fact that years 
of work are involved for which no graduate credit can be earned. 
This brings us back to the trite, but nevertheless sound, proposal that 
more students should have substantial mathematical training as under- 
graduates and, in order to accomplish this, that more should begin 
mathematics early in their undergraduate careers. This raises a host of | 
problems as to how to increase the number of students who come to 
graduate work with adequate prior preparation. 

Another suggestion is to encourage students with substantial under- 
graduate work in mathematics to enter graduate study in economics.” 
There are beginnings of developments along this line. Mathematics 
departments are beginning to recognize more fully their relation to and 
responsibility toward the social sciences, and in some institutions are 
attempting to work more closely with the social sciences. I believe that 
economics departments might well take the initiative in developing 
closer liaison with mathematics departments (and possibly also with 


* Cf. Paul A. Samuelson, "Economic Theory and Mathematics—an Appraisal,” American 
Economic Review (supplement), May 1952, pp. 56-6€. . 

* Of the group of 358 present and former graduate students responding to my question- 
naires, 11, or 3 percent, indicated that their undergraduate major had been in mathe- 
matics or engineering. Some others no doubt had had considerable work in mathematics. 
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engineering colleges) to pave the way for an increasing flow of students 
with mathematical training into economics. Students with mathematical 
training should, however, be urged to enter economics only in those 
economics departments where the staff includes economists and statis- 
ticians with thorough mathematical training. These staff members are 
needed if the student is to learn how to combine mathematics and 
economics fruitfully. 

My suggestions regarding the -— languages and other research 
tools (see pp. 131-3) were intended to help in producing a larger 
flow of “mathematical readers.” According to this suggestion, students 
would be permitted to elect mathematics as their research tool. If they 
did so, they would be expected to achieve a degree of proficiency such 
that they could read readily and with comprehension, the Journal of the 
American Statistical Association, Econometrica, and other mathe- 
matical literature. This is no mean requirement. To achieve this would 
involve at least as much effort as to attain the suggested standard in a 
foreign language. (Indeed, one of the obstacles to the election of mathe- 
matics as a tool subject might be its difficulty as compared with a 
foreign language or other tool.) As indicated, it would be expected that 
some of the students achieving a genuine reading knowledge of mathe- 
matics might in addition be able to formulate problems so that more 
highly-trained mathematicians could set them up and solve them. It 
` would even be hoped that a few of the “mathematical readers” would 
themselves develop some ability in setting up problems in mathematical ' 
form or in solving them. On the other hand, students who had met the 
suggested requirement would have much broader and deeper mathe- 
matical training than the *math through calculus" which many are 
thinking of when they propose the substitution of mathematics for one 
of the required foreign languages.” 

While it is desirable to increase the flow of mathematical economists 
and mathematical readers, it is surely not necessary—at least at this 
stage in the development of the discipline—that every economist 
should have mathematical training at either of these levels. A case can 
be made, however, for requiring all to have an understanding of basic 
mathematical ideas as a background for the ideas and logical processes 
underlying both economic theory and statistics.** This requirement could 

“Tt is possible that all students offering economic theory or statistics as their major 
fields for the doctorate should become "mathematical readers." 

38 Dr. Carl C. Brigham in his 1935 study Examining Fellowship Atpliconts (Social Sci- 
ence Research Council, Bulletin No. 23) stated (p. 35): “It is nard to reconcile this rather 
general mathematical deficiency with notions of the nature of social science. Certain felds of 
economics, politics, psychology, and other social sciences are developing very rapidly in 


mathematical directions. Disregarding entirely the possibility of individual contributions 
to the development of new techniques, it is difficult to see how a person wh» has forgotten 
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be handled in at least three ways: (1) as an admission requirement, (2) 
as a prerequisite to the courses in statistics and/or theory, or (3) as a 
requirement to be met at some time in the graduate period. I strongly 
prefer tne first of these alternatives. I believe that the profession cannot 
reasonably delay much longer in requiring for admission to graduate 
study a knowledge of elementary mathematical concepts. As a córollary 
to this, the graduate ĉourses in statistics and theory should be pitched 
at a level which would require this knowledge as a prerequisite. At least 
during the transitional period when this requirement is being established, 
each graduate department should offer a course, without credit, in 
which the student might acquire the desired mathematical background 
without having to traverse the lengthy sequence of traditional and 
partially irrelevant elementary courses given in mathematics depart- 
ments.'? At several institutions, such courses have been or are being 
offered. On the whole when they have been well-taught and supported 
by the faculty, the response of students has been encouraging. At some 
institutions, the student response has been so great that there is some 
question as to whether it would not do more harm than good to impose 
a mathematics requirement. Graduate students can be made keenly 
aware of their mathematical needs and deficiencies and can be per- 
suaded to do something about them voluntarily. 


Verbal Communication 


A frequent complaint against graduate students in economics is their 
alleged mediocrity in the use of written and spoken English.” Em- 
ployers often refer to this defect, a surprising number of present and 
former graduate students speak regretfully of their lack of competence 
in the communication skills, and a large majority of graduate pro- 
fessors have complaints on this score. Table 33 presents a summary of 





elementary algebra can even become well read in the field of social science. The committee 
is of the opinion that elementary mathematical tests should be given to all applicants and 
that the weight given to their scores on such tests should depend on their proposed pro- 
grams of study. To attempt to turn more mathematicaly illiterate scholars into fields 
already overcrowded with intellects of similar constitution does not appear to be a profit- 
able venture. With respect to the fundamentals of foreign languages and mathematics, the 
committee cannot afford to send their first-year fellows on to graduate schools in the 
plight of the Puck or Punch plumber who has to go back for his tools.” ! 


P Secme mathematics departments are developing elementary semester or year courses 
which would serve this purpose very well One of the courses most frequently mentioned 
in this connection is that given in the College at the University of Chicago. The textbook 
for this course is: E. P. Northrop and others, Fundamental Mathematics (3 volumes), 3 ed. 
University of Chicago Press, Chicago, 1949. ! 

?' In this discussion, I am not including ability to read economic literature, even though 
this was included as one of the required verbal skills (table 30). The reason for this omis- 
sion is that ability to read is the one ability which is thoroughly tested under existing prac- 
tices. 
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TABLE 33.— OPINIONS OF GRADUATE PROFESSORS REGARDING STUDENTS’ 
ABILITIES IN VERBAL COMMUNICATIONS 




















Master's candidates* Ph.D. candidates 
Ability to Ability to Ability to Ability to 
write speak write speak 
Good 16% 20% * 14% 19% 
Fair 61 66 51 63. 
Poor 20 11 22 12 
No answer 3 3 13 6 
Total 100 100 100 100 








* Schedule IV: 61 respondents. 
b Schedule VII: 59 respondents. 


the opinions of graduate professors on the writing and speaking abilities 
of their students. As shown in the table, about three-fourths of the 
responding professors thought that the ability of students to write and 
to speak is below par. When asked what ought to be done to over- 
come the deficiency, graduate professors responded with a variety of 
proposals as follows (the percentage refers to the relative number of 
professors mentioning each proposal): 


1. More emphasis on written and oral reports, on essay and oral examinations, and 


on organized discussion and seminars 26% 
2. Remedial clinics, special courses, or other special remedial measures | 13 
3. Encouraging students, through informal counselling to improve their writing 

and speaking ; 11 


4. Appraisal of students’ work partly on the basis of oral or written presentation 7 


A third of the respondent professors thought, kowever, that the prob- 
lem should be handled at lower educational levels, and not in graduate 
school. This position presumably implies that proficiency in writing and 
speaking should be required for admission to graduate study, and that 
therefore these skills should not be a special concern of graduate 
faculties. 

My own judgment is that the communications skills are of utmost 
importance to future economists, and that it is incumbent upon gradu- 
ate faculties to give careful attention to the development of these skills. 
'This job might be done partly through requiring a minimal standard 
of competence, in writing at least, for admissions. For example, ad- 
missions officers might examine some of the prospective graduate stu- 
dents’ written work. If entrance examinations are given, the students’ ' 
writing ability could easily be tested. But even if entrance requirements 
of this kind were imposed, it would still be desirable to develop further 
the students’ skills during his graduate years. 


RESEARCH TOOLS AND VERBAL SKILLS 141 


In my conversations with graduate professors and students, I 
gained the distinct impression that a great deal of graduate study takes 
the form of reading and lecture courses in which students occupy rela- 
tively passive and absorptive roles as readers and listeners rather than 
active and creative roles as researchers, writers, speakers, and dis- 
cussants. This was true even in many so-called seminars. While I would 
not go to the extremé of arguing that there is no place in graduate 
instruction for the lecture or for systematic assigned reading, yet I 
feel that true graduate instruction demands of the student a great deal 
of the active and creative pursuits I have mentioned. My first recom- 
mendation, then, is that steps be taken to insure that all graduate stu- 
dents heve many opportunities for the active and creative type of edu- 
cational experience. I believe that most departments would be well 
. advised to appraise their graduate programs from this point of view. 

Second, I have recommended that a thesis, or its equivalent, be 
required of all candidates for the master’s degree. One of the strongest 
arguments for the thesis is that it provides the student with a rigorous 
test of his literary skill. The formalities surrounding the thesis provide 
strong incentives for him to do his best work, and from the individual 
guidance of his professor he should receive many helpful suggestions 
regarding writing.” 

Third, all written and oral work of students should be graded partly 
on the basis of the quality of presentation. 

Fourth, greater attention should be given to opportunities for genu- 
ine discussion of economic subjects among students and between fac- 
ulty and students. In one university after another I was impressed by 
the apparent lack of vigorous intellectual discussion among students. 
Admittedly, for a variety of reasons, discussion is more difficult today 
than it was 15 or 20 years ago. But this does not eliminate the need for 
training students in the art of expressing themselves informally on - 
economic subjects. The present situation calls for conscious efforts on 
the part of the faculty to provide opportunities and stimulus for greater 
and more frequent student discussion. 

Finally, fifth, the experience of graduate students as research and 
teaching assistants can be helpful from the point of view of developing 
skill in the art of communication. This leads us, however, to the sub- 
ject of the next two chapters. 

?' fn crder to give students practice in writing for lay audiences, a science department in 


one university has required each of its students to rewrite his dissertation in the form of 
an article suitable for publication in a popular periodical, 


Chapter 9 


RESEARCH: TRAINING 


In Chapter 4, I suggested that competence "in research should be 
one of the objectives of graduate education in economics. With refer- 
ence to the.master’s degree, I proposed that a candidate should be 
able to carry on limited research projects under general supérvision, 
or to serve as a useful research assistant under the detailed supervision 
of a mature research worker. Similarly, with reference to the Ph.D., I 
suggested that a candidate should be able to assume considerable re- 
sponsibility as a research worker both in the theoretical analysis of 
problems and in the carrying out of operations to test the hypotheses 
suggested by theory.' 

Competence in research is not the sole objective of graduate educa- 
tion. It is an important objective in the master's program and a lead- 
ing—perhaps major—objective in the doctoral program. That training 
in research is an essential ingredient of graduate education can be de- 
fended on two grounds: (1) that it is good to produce a flow of 
economists who are equipped and motivated to engage in research at 
various levels, and (2) because experience with the methods by which 
knowledge is extended is an essential element in the training of all 
economists who are to use the products of research, whether they are 
to serve in teaching, civil service, or other capacities. This point is so 
evident and so widely accepted as to require no further comment. 

In considering the place of research training in the graduate pro- 
gram, I shall take up first some general considerations relating to the 
. environment provided by graduate departments, and then deal spe- 
cifically with the master's thesis and doctoral dissertation. 


Research Environment 


The most important weakness of many graduate departments of 
economics is a failure to create a research environment for graduate 
students. I mean by this an environment in which students are literally 
surrounded by research, in which they can scarcely avoid frequent and 
first-hand contact with scholarly investigation both as observers and as 
participants, and in which the spirit of inquiry is prevalent. Unhappily, 
in some institutions which offer graduate instruction in economics, the 

failure to provide such a research environment is due simply to the fact 


? See pp. 47-8. 


+ 


IEN: 
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that little research of consequence is in progress. But even in those in- 
stitutions where research flourishes, a favorable environment for gradu- 
ate students is sometimes lacking because students have little first- 
hand contact with the ongoing research program either as observers or 


` participants. In advancing these criticisms, I do not intend a. blanket 


indictment of every graduate department of economics. Some have suc- 
ceeded remarkably in integrating graduate students into a productive 
research program. But there are few departments which could not show 
improvement in this respect. 

On the whole, the natural sciences have far surpassed economics in 
the creation of an environment favorable to research training. In these 
fields, research is actively practiced by most graduate professors almost 
as a matter of course. Students work daily in laboratories alongside 
their professors. They are aware of the various projects of professors 
and other students. They observe the objectives, the methods, the diffi- 


- culties, and the results. In the process of daily living, they become con- 


ditioned and oriented toward research. Contrast the situation of the 
typical graduate student of economics, He often knows little about 
the research work of his professors and other graduate students except 
through occasional seminar papers. He engages in little research himself 
until he writes his thesis or dissertation. His work then tends to be an 
individualistic enterprise in which only he and, at infrequent inter- 
vals, his professor are concerned. There is little of the daily working 
together, the frequent «consultation, the sharing of problems that 
characterizes many scientific laboratories. What I am suggesting is that 
graduate departments of economics should emulate, in spirit and prac- 
tice, the research environment of the scientific laboratory. 

How can this be done? First, a substantial amount of genuine re- 
search must be in progress. Second, students must have the opportunity 
to become intimately acquainted with this research—with its objectives, 
methods, difficulties, and results. This calls for seminars and discussions 
in which the students are observers and participants. It also requires 
close personal contacts between professors and students. 'Third, instruc- 
tion in research methods must be given (perhaps, but not necessarily, 
by the introduction of special courses such as have been inaugurated at 
several institutions). Fourth, and most important, students must them- 
selves engage actively in research. Only in the kind of research environ- 
ment where these conditions are met are students likely to acquire favor- 
able motivation toward research, understanding of its methods, ability 
to criticize the research findings of others, and research competence of 
their own. 

A satisfactory research environment can be achieved without any ` 
special organization for the purpose. It is necessary only that staff 
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members be actively engaged in research; that graduate students par- 
ticipate actively in research—not only in connection with -heir theses 
and dissertations but also in other ways; and that there ke adequate 
means for constant communication among staff members and students 
on research activities. In such an environment students would func- 
tion as apprentices, gradually passing from simpler to moze exacting 
tasks, and eventually on completion of the docforate achieving a con- 
siderable competence as independent research workers. To provide use- 
ful apprenticeships for students, however, is not always automatic or 
easy. Some kinds of research, notably theoretical analysis, are not 
suited to work by more than one person. It is difficult to utilize inexperi- 
enced research assistants on any but routine clerical work from which 
educational returns are not great. Students come and go, and there is 
no assurance that projects started will be finished or will be finished in 
good time. It is often easier to do a job oneself than to explain to 
another how to do it and to supervise his efforts. It is often more 
efficient to hire a well-trained professional person than to utilize student 
labor. All of these factors tend to discourage efforts to assimilate stu- 
dents into the ongoing research programs of staff members. But despite 
difficulties, the need remains; and the need is so great that it is essential 
to find ways to adapt research programs to instructional requirements. 
Academic research is intended to advance knowledge, but it is also in- 
tended to contribute to the training of students. In the achieving of the 
first of these purposes, the second should not be ignored. 


Organized Research 


It is probable that organized research agencies, which are becoming 
increasingly common in our universities, offer promising pcssibilities 
for improving research training. These research agencies include the 
labor relations institutes, area study institutes, research centers, 
bureaus of business research, agricultural experiment stations contract 
research projects sponsored by governmental agencies, etc. These 
agencies have staff, budgets, and ongoing programs. They often sponsor 
a variety of research enterprises including both individualistic and co- 
operative or “group” projects. When research training becomes one of 
their objectives—which unfortunately is not always the case—they 
provide an ideal setting in which graduate students can function as 
apprentices in research, and can be on the "inside" of an active pro- 
gram. It is not essential that graduate students be paid ior tkeir work 
in every case, though if finances permit such payment, pecuniary as 


? Sometimes also close working relations are developed between departments o7 economics 
and outside private or public research institutions. 
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well as educational problems are solved in happy conjunction." 

With such organized agencies, combining the objectives of inquiry 
and training, the student is able to observe and participate in research 
conducted under conditions similar to those he will experience if he later 
becomes a research worker in government or business. He has an op- 
portunity to become acquainted with the kind of research—especially 

, empirical research—which transcends the limits of the traditional soli- 
tary scholar whose only facility is a library. He can receive the stimu- 
lus which comes from working as a member of a team. Indeed, the ad- 
vantages are so great that there is doubt in my mind as to whether a 
graduate department of economics can afford to be without some type 
of organized research program. This would be a counterpart of the 
laboratory in the natural sciencés. 

I am not suggesting, however, that mere formal organization is 
enough, There are dozens of academic research institutes and bureaus 
which; though, doubtless performing valuable functions, are not ac- ` 
complishing the purposes here outlined. Some of them are not really 
engaged in research at all, and some are virtually inert. What is needed 
is an active organization engaged in genuine research, and providing 

` opportunities for student participation. 

It would be foolish to suggest that every department of economics 
should establish ah organized research agency of particular specifica- 
tions. Departments vary in history, structure, personnel, specialized 
interests, financial resources, and need. Some may be able to accomplish 
: high-quality research training with no organization whatever. Neverthe- 
less, to be niore specific, I shall try to indicate some of the features of 
one kind of desirable research organization, and to suggest how it 
might function. I shall refer to it as an institute of economic research.* 


` 


An Institute of Economic Research 


The institute would have a budget, a director, a staff, an office, re- 
search facilities, and a research program of its own. There would be 
close connections and considerable overlapping between the staffs of the 
institute and of the economics department. Members of the institute 
staff might teach part-time, and members of the teaching staff might 
join the institute on a párt-time basis or full-time for temporary 


3 There is no reason for supposing that a graduate student in economics might not par- 
ticipate actively in a research project for graduate credit and without financial reward, just 
és á chemistry student may undertake research assignments without compensation. De- 
cency would require, of course, that the student be given recognition for his contributions 
and not be exploited by assigning him tasks of little educational worth. 

*Of course its scope might be limited to a particular area such as labor, international 
economics, public finance, business cycles, etc. However, there are advantages in not sô 
. restricting it to a narrowly specialized field. - 


. 146 THE AMERICAN ECONOMIC REVIEW 


periods. The program of the institute would be reviewed by a committee 
including members of the teaching staff, The director of the institute 
would be responsible to the chairman of the department. The institute, 
in other words, would be an integral part o: the department. The im- 
portance of this close relationship is obvious if research training is to 
be one of the functions of the institute. 

In carrying on its own research program, the institute would provide. 
abundant opportunities for graduate students to observe and to par- 

` ticipate. Ideally, it would provide research assistantships with stipends, 
but it should also provide a research workshop to provide practical ex- 
perience for students who do not receive remuneration. 

The institute should also facilitate the research of members of the 
teaching staff and of graduate students. It should encourage their re- 
search. It should provide technical assistance end advice, for example, 
on statistical problems. It should provide, for approved projects, . 
.facilities or funds for clerical assistance, machine tabulations, travel, 
survey expenses, books, etc. It should provide leadership and assistance 
in obtaining grants from foundations and government contracts, and it 
should be a clearing house for contacts with outside sources of funds. Tt 
should maintain facilities for communication among all staff members 
and students on research in progress— perhaps by sponsoring frequent 
research conferences, seminars, and discussions, and by duplicating and 
distributing research memoranda.* 

Such an institute need not interfere with the research activities of 
staff members who work best independently, or who are engaged in the 
kind of scholarly endeavor which requires solitude. Its function would 
be to help and encourage where such help and encouragement are use- 
ful. Its duty would be to carry on its own research, to stimulate the re- 
search of others, and to create a research environment in which gradu- 
ate students could learn from observation and participation. Such an 
institute would be the counterpart of the /aboratory which has been so 
eminently successful in the natural sciences. Just as physicists need 
cyclotrons, electronic microscopes, and laboratory technicians, econo- 

5 Dr. Paul Webbink of the Social Science Research Council has enumerated 11 key func- 
tions of university research organization in the social sciences: (1) to assume responsibility 
for acceptance and expenditure of research funds from all sources, (2) to review project 
proposals and to handle solicitation of funds, (3) to apprzise research needs in light of 
resources and personnel, (4) to provide guidance and counsel in the planning of research, 
(8) to give counsel in the execution of projects and appraisal of results, (6) to foster re- 
search talent, (7) to provide facilities, (8) to encourage communication and cooperation 
among the several social sciences, (9) to represent the social sciences in negotiations with 
the graduate college or central administration, (10) to record research progress, and (11) 
to aid in publication. See "University Organization for Social Science Research," Social 
Science Research Council, Items, June 1948, pp. 1-5. See alsa: Donald Young and Paul 
Webbink, “Current Problems of Council Concern in Research Organization," Ibid., Sept. 
1947, pp. 1-5. 
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mists need facilities for surveys, tabulation equipment, and clerks. Just 
as physicists require laboratories where professors and students work 
together in an atmosphere conducive to the relationship of apprentice 
to master, economists need organized research programs in which stu- 
dents can observe and take part. Adequate research training in eco- 
nomics requires more than the accumulation by a student of the re- 
quired number of hours of course credit, to be followed by a few con- 
ferences with a professor regarding a thesis or dissertation plan, and 
then a lengtay and lonely period of poring over books in a library. 
This is not to suggest that books are useless or that library research is 
passé, but only that a department which pretends to train students 
in research ought to offer more than that. 

It may be objected that the cost of a scheme such as is suggested 
would be prohibitive. There are several answers. First, many univer- 
sities already have institutes or formalized research organizations of one 
kind or another. Some of these are already performing the indicated 
functions or could be adapted to the need without great increases in 
cost. Second, the outlay from university funds need not be large; the 
modest support by a university can be handsomely augmented by re- 
search funds for worthy projects from foundations and government . 
agencies, Third, if universities can afford the kind of money required 
for research in physics, chemistry, medicine, and other material sci- 
ences, there is no reason to suppose that they cannot afford the rela- 
tively modest amounts required for research in economics. The tra- 
ditional view that economists require nothing more than books can no 
longer be sustained. 

There are, of course, dangers in the suggested scheme. First, it is 
easy, in enthusiasm for organized research, to belittle the efforts of the 
lone scholar whose only tools are his own intellect and the writings of 
others. Many of the great contributions of economics have been made 

* Of 53 reporting graduate departments, 31 (58 percent) indicated that they have special 


funds to support research. Of these, 20 departments reported amounts and sources as 
follows: 


Number of Number of 
Amounts departments Sources departments 
$ O— 3,300 4 The University 17 
` 3,000— 10,000 5 Foundations 7 
10,000— 20,000 4 Industry : 6 
2C,0C0— 40,000 3 Government 5 
4C,0C0— 70,000 1 
70,00C-—-100,000 1 
100,070—130,000 2 


Of the 53 reporting institutions, 29 indicated that they make a practice of assisting indi- 
vidual faculty members in their research. The kinds of assistance in the order of their 
frequency were: direct grants, provision of research or clerical assistants, reduced teaching 
loads or paid leaves of absence, and funds for travel and publication. 
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by men working with only these tools supplemented by their own acute 
powers of observation (Smith, Ricardo, Mill, Marshall, Keynes, and 
many others). The same thing can be said of physics. Einstein’s great 
contributions resulted from no “organized” research project. Never- 
theless, in both economics and physics there is a place for research 
utilizing laboratories, facilities, organization, and financial support. 
Second, efforts to obtain funds from outside sourcés may divert energies _ 
from research in which staff members are interested and consider im- 
portant to whatever research outside agencies are willing to support. 
Universities might thus become mere “project centers" engaged in — 
programmatic research to the neglect of their main functions in the ad- 
vancement and dissemination of knowledge. Related to this is the 
danger that the prestige going to those staff members who raise or re- 
ceive money for research projects may cause discouragement to those 
staff members whose talents or interests lie in other directions. These 
are genuine dangers, but they are not inevitable. Obviously, a research 
program should be operated with good judgment and a sense of propor- 
tion, and without bureaucratic control over the creative efforts of ` 
scholars. But it is better, at least for purposes of research training, to 
have narrow programmatic research in progress than none at all. 


Empirical Research 


A special aspect of the research environment in which graduate stu- 
dents are trained is tbe content of the research which they observe and 
in which they participate. My impression, though this is difficult to 
confirm, is that academic economic research is very heavily weighted 
toward the theoretical, the historical, the critical, the synthetic, and the 
appraisal of public policy; and in contrast relatively little emphasis 
is given to empirical research which seeks to obtain new facts useful 
for testing hypotheses. Most of the research is of a kind that can be 
done in a library; it is bookish and such data as are used are drawn 
from secondary sources. It is of course understandable that this should 
be so. The traditions of economics are scholarly and literary. Theory 
built upon certain exiomatic principles has always been its leading 
technique. Economists have drawn their facts from general observations 
of the market place and from statistical aggregates usually collected 
by governmental agencies. This has proved fruitful for many problems, 
and in no sense do I suggest abandonment of these lines of inquiry. I 
suspect, however, that the emphasis has developed through following 
lines of least resistance and least cost. It is easier, cheaper, and in some 
ways more satisfying, to conduct economic research from the library 
cubicle than it is to go to the outside world for facts. Thus generations 
of academic economists have studied the determination of prices on the ` 
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basis of conventional postulates about the behavior of firms; yet our 
knowledge of how firms actually behave is still rudimentary. Or thou- 
sands of academic economisis have considered theories of employment 
involving hypothetical consumption functions while only dozens have 
labored to find the factors underlying the responses of consumers to 
changes in income.’ 1 

Some of the reluctance of economists to do detailed empirical re- 
search is, in my judgment, due to the desire to construct systems at the 
highest levels of abstraction, and to a wish to solve the world's practical 
problems at the highest levels of policy determination. While the prob- 
lems of the world press for answers it seems futile and pedantic to con- 
duct empirical research about the details of economic behavior. Vet it 
may not be possible to solve the larger problems until more reliable and 
more detailed knowledge about the real world is available. 

Should nat steps be taken to broaden the base of economic research, 
i. e., to increase the relative emphasis placed upon empirical research 
—particularly upon that branch of empirical research which is con- 
cerned with the behavior of people in their roles as consumers, work- 
ers, invéstors, business men, government officials, etc.?* Should not 
graduate students be exposed. to, and become interested i in, this kind of 
empirical research? Would not the profession be advanced if coming 
generations of economists would devote somewhat less of their research 
eiforts to theory, history, problems of national policy, criticism, and 
syntheses, and more to the empirical study of human behavior in its 
economic aspects?? 

If the answer to these questions is in the affirmative, then the case 
for the "institute of economic research" is strengthened. Empirical re- 
search requires funds, clerical assistance, facilities, technical services, 
and other aids which are not ordinarily available to the professor work- 
ing without an organization to support his efforts. With the estab- 
lishment of such institutes, a regularized method of financing and 
executing empirical research is provided. 


*This methodological bias was particularly impressed upon me when I was recently 
asked to furnish a list of economists who are engaged in behavioral research. I found diffi- | 
culty in naming a half dozen. 

8TE might be supposed that psychologists and sociologists could do the job for economists. 
But unhappily except in a few isolated cases, they have so far shown little interest in the 
economic aspects of human behavior. There is a kind of intellectual vacuum at the very 
foundation of ecoriomics and relatively little is being done to fill it. 

° A significant aspect of the need for more concern with empirical and behavioral re- 
Search is that training in research of this kind is highly useful to economists who are to be 
employed in government and business, One of the frequent criticisms of graduate students 
who enter these positions is that their interests and experience are not sufficiently oriented 
toward empirical research, 


P 
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The Master’s Thesis 


In Chapter 4, I suggested that graduate students—even those who 
expect to proceed to the doctorate—should take the master’s degree, 
and I have proposed certain standards for this degree. Among these 
standards are the following: (1) that each candidate should be pre- 
pared in at least one special field in addition to the common core; (2) 
that he should be able to write correctly and with logical organization 
brief or fairly extended discourses on subjects in his special field; and 
(3) that he should be able to carry on limited research projects under 
general supervision or serve as a useful research assistant. I recom- 
mended that each candidate should write a master’s thesi$ or equiva- 
lent as preparation for meeting these requirements and as a test of 
his ability to do so. 

This judgment is apparently confirmed by botà practice and opinion 
in many departments of economics. Of 107 universities for which data 
are available, 86 (84 percent) require a master's thesis or essay of all 
master's candidates. Usually this thesis is considered to comprise about 
one-fifth of the total work for the degree. About two-thirds of respond- 
ing graduate professors indicated that in their judgment all candidates 
should be required to write a master's thesis cr essay. And about 
three-fourths of these professors reported that they are reasonably 
satisfied with the functioning of the master's thesis in their depart 
ments. When asked if changes in the requirernents and practices re- 
garding the master's thesis are anticipated, only 2 of the respondent 
professors stated that the requirement may be dropped, and 4 more that 
the requirement may be changed in some respects. When asked what 
they thought the educational objectives of the master's thesis are, or - 
Should be, the respondent professors mentioned the following: 


Experience in extended analysis 

Experience in writing 

Experience in research 

Experience in reaching valid conclusions by independent study 
Appreciation and understanding of research and scholarship . 
Acquiring knowledge of a specialized field 

'Training in research methods 

Familiarity with source materials 

Testing preparation for work toward the Ph.D. 


When the professors were asked if they thought these objectives were 
being achieved to a reasonable degree, only 2 replied in the negative. 
Not only are graduate professors well pleased with the educational 


7 Another 15 percent of the responding professors thought that some but not all candi- ~ 
dates should be required to write a thesis (data from schedule IV: 61 respondents). 


RESEARCH TRAINING 151 


functioning of the master’s thesis, but also a majority of graduate stu- 
dents who have written theses express satisfaction. When asked whether 
the writing of a master’s thesis made an important contribution to their 
inteliectual development, their responses were as follows: 


Present Former 
2 graduate graduate 
: . students" students" 
Yes 58% 72% 
Yes, qualified 25 9 
No 17 19 
Total 100 100 


It can be argued that the master’s thesis is not an essential part of 
graduate education. The objectives of graduate work in the early years 
can be achieved in other ways, for example, by seminar papers, papers 
written in connection with courses, oral reports, etc. There is no sub- 
stitute, however, for creative, original, and independent work presented 
in carefully written reports and subjected to the criticism of professors 
and fellow students. The advantage of the thesis—and it is an over- 
whelming advantage—is that it has a tradition. It is thought of by both . 
students and professors as a major task in which students are expected 
` to do their very best. The customs of formal announcement of topics, 

clear and correct presentation, and deposit in a library gives the thesis 
a special status. It is likely to call forth greater efforts on the part of 
students and to elicit greater personal attention on the part of pro- 
fessors than other forms of written and oral work. The retention of the 
thesis is undoubtedly one-way to help protect or reinstate the quality of 
graduate education and the prestige of the master’s degree. Another 

. advantage of the master’s thesis is that it is usually written in residence 
where facilities and counsel can be readily available, whereas the. 
doctoral dissertation is frequently written in absentia. 

The difficulty with the master's thesis—especially in the departments: 
having larger graduate enrollments—is that the burden of faculty 
supervision becomes very heavy. Hence there are understandable and 
perhaps unavoidable tendencies to reduce the emphasis on the master's 

thesis or, if the formal requirement is maintained, to reduce the amount 
of supervision. 

That the problem of supervision is a real one was revealed not only 
by many conversations with graduate professors and students, but also 
by the responses of present and former graduate students to the ques- 
tion: “How might the writing of a master’s thesis have been made more 
valuable to you?” Nearly half of the reporting graduate students in 


™ Schedule IX : 140 respondents. 
£ Schedule X: 218 respondents. 
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residence in 1951-52 (who had written master’s theses) indicated some 

dissatisfaction with the amount or kind of supervision, counsel, discus- 

sion, and conferences which had been available to them. ‘And one-third 
‘of the former graduate students indicated similar dissatisfaction. 

The subject of teaching loads and other demands upon the time of 
professors will be considered later. At this point, it may be observed 
that some graduate proféssors are carrying burdeñs so heavy as to pre- 
clude their giving detailed supervision to master’s candidates, For ex- 
ample, some of the most distinguished members of the profession are 
carrying 6 to 9 hours of classroom teaching and supervising as many as 
25 to 30 Ph.D. dissertations at one time. These same men are often 
in frequent demand for consulting, speaking, and writing. So it is 
small wonder that the master's candidates are sometimes given hasty 
consideration. The complàint about inadequate supervision, however, 
comes partly from students who are working under heavily loaded pro- 
fessors. It comes also from those who are working with professors whose 
loads, superficially at least, would permit them to givé carefut atten- 
tion to their master's students. 

The conclusion is inescapable that the kind of close working rela- 
tionship between professor and student which might yield large educa- 
tional dividends is lacking in a large percentage of cases. Some depart- 
ments do not allow time for their professors to give this kind of atten- 
tion to students, or when the time is given, some professors apparently 
do not take the responsibility seriously. In my judgment, this is a seri- 
ous problem. Depártnients, large and small, should re-examine their 
educational programs for first:year students to determine whether they 
are meeting their obligations, or whether they are merely acquiescing 
in the trend to convert the first graduate year into a fifth undergraduate 
year. 

The Doctoral Dissertation 


There is no serious quéstion as to the desirability of retaining the 
doctoral dissertation às a major requirement for the Ph.D. Almost 
everyone is agreed that it should be continued in something like its 
present form. “Both professors and former graduate students indicate 
overwhelming approval of the dissertation as a highly effective educa- 
tional device. 

At most institutions, the educational objective of the doctoral dis- 
sertation is to train students in independent research and in the orderly 
and effective presentation of results. It is also intended to increase 
the student’s knowledge of a specialized field within economics. 

In general, the dissertation is regarded as a major task which will 
occupy at least a full year of the student's time. Most départmenits 
adhere, in principle at least, to the traditional concept that the dis- 
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sertation shouid be an “important and original contribution to knowl- 
edge," though there is widespread skepticism as to whether this stand- 
ard is or can be actually attained. The sheer size and diversity of 
the annual list of doctoral dissertations presented each autumn in the 
American Economic Review leads to skepticism as to whether all of 
these projects will yltimately come to something important and at 
the same time original. Yet, year after year, there is an amazing variety 
of interesting work in progress by doctoral candidates, and the net 
result in terms of the growth of these students, if not in the develop- 
ment of the science, is surely most gratifying. However, there are cer- 
tain criticisms of present practice, and improvements are possible. 

As already indicated, a major criticism is that the topics selected ` 
and the methods employed are heavily weighted toward library research 
conducted wih secondary sources of data by single unassisted research 
workers. There should be no blanket condemnation of such topics and 
methods; for many purposes and for many students, “lone-wolf’’ li- 
brary research is entirely appropriate. Yet because of the greater ease ` 
and the relatively smaller cost of this type of project, there is almost 
surely a slighting of the type of projects which requires the collection 
and manipulation of primary data. This raises again the question of the 
research facilities and environment of the department in which the 
student functions. In my opinion, many departments would be well 
advised to encourage the integration of doctoral research into the 
organized research programs of the department. In other words, it 
should be possible for dissertations to be written in connection with the 
work of the “research institute" described above. In this way the stu- 
dent would be able to undertake research of an empirical type under | 
adequate supervision and with essential facilities. Sometimes, but not 
necessarily, his dissertation could be part of a larger study. In these 
cases, he would be able to learn not only from his own specific task but 
also from close association with the work of others. In all cases, how- 
ever, his work should be clearly identifiable and independent. 

This raises the question, frequently faced in agricultural experiment 
stations and other research organizations, as to whether students should 
ever be paid for the research they do in connection with their master’s 
theses or doctoral dissertations—or to put it another way, whether stu- 
dents should ever be permitted to present, as a thesis or dissertation, 
work: which they have done in connection with an organized research 
program and for which they have been paid. The answer to this ques- 
tion is not clear. It raises issues regarding the equitable treatment of 
those students who do not receive compensation for their research. 
Discussions with many professors who have had experience in these 
matters suggests that there is no compelling reason for denying a stu- 
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dent the privilege of using in his dissertation. research work for which 
he has been paid. There is little difference between this and a scholar- 
` ship available during the period of preparing a thesis. 

I should emphasize again that I am not suggesting that all disserta- 
tions should be part of organized research programs or that there is no 
place for the more conventional topics and methods. I am only pointing 
out that the organized research program provides a splendid way of pro- 
moting more empirical work, of making better research facilities avail- 
able to students, of providing good supervision, and possibly of making 
available more financial assistance. 

But regardless of whether a department has a research institute, I 
should strongly suggest that the range of research facilities available 
to doctoral candidates be enlarged to include more than a library. Many 
worthy doctoral projects require travel, clerical assistance, machine 
tabulations, field surveys, etc. Departments should have funds which 
could be made available to students for these purposes, and should en- 
courage more students to undertake the kinds of projects which require 
these facilities. These things are the counterpart for economics of the 
laboratories which are so essential in the natural sciences. At present, 
only a handful of departments have funds available to support the 
research of doctoral candidates except for those candidates who re- 
ceive outside grants (e.g., from the Social Science Research Council). 
Yet an overwhelming majority of professors believe that such aid 
should be provided. Ín my opinion this is a most urgent next step in im- 
proving the research training of economists. 

It is sometimes possible for doctoral candidates to utilize in their 
dissertations research which they have done when employed in a 
business, a governmental agency, or a non academic research institu- 
tion. Sometimes this works out well, though it has the disadvantage of 
all work zm absentia. This raises the question of supervision of the 
doctoral dissertation. 


Supervision of Doctoral Dissertations 


For many reasons, the principal one being financial, many disserta- 
tions are written in absentia. Generally, this is an undesirable practice. 
It often means that the student gets li:tle attention from his advisers, 
loses the stimulus of working in a university environment, divides his ` 
thought and energies between his job and his dissertation, and works 
without adequate library and other facilities. Moreover, the length oz 
the period over which-he is working on his dissertation is greatly ex- 
tended so that the process becomes a burden, a bore, and a source of 
frustration. Many dissertations are not completed for this very reason. 
It is highly desirable in most cases for the dissertation to be completed, 
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If this is to be done, however, departments must encourage their 
students to remain during the writing of the dissertation. In many 
departments there is practically no such encouragement; it is regarded 
as normal procedure for students to leave when they pass their pre- 
liminary or general examinations. I believe that all departments should 
advise students unmistakably of the advantages of remaining in resi- 
dence until the dissertation is near completion. Advice, however, may 
not be enough in view of the financial burdens faced by students, One 
solution, therefore, is to offer more scholarships or part-time graduate 
appointments to students who are in the final phase of their graduate 
work. This raises a difficult issue. Assuming that a department has a 
given sum for aid to graduate students, shall it be used to finance a 
larger number of students through the first two graduate years, or 
shall it be used to finance a smaller number of students through three 
years? Some institutions have quite consciously chosen the first of 
these alternatives. In my opinion, this is likely to be the wrong answer. 
It would be better to be more selective and to provide aid throughout 
the graduate careers of students. 

Even if students receive scholarships or part-time appointments dur- 
ing the period when they are working on dissertations, the tempta- 
tion to take full-time jobs paying several times the graduate stipends 
will be strong. So even here the solution requires encouragement or 
persuasion. Departments should attempt to create the attitude that it 
is normal for students to stay in residence until the dissertation is 
virtually complete, and that it is unusual or irregular to attempt to 
write dissertations i absentia. When students find it financially im- 
possible to continue residence after passing the general examinations, 
they should be encouraged to return for additional residence at a later 
time. 

It does not follow, however, that if the student remains in residence 
during the writing of his dissertation, he will automatically receive ade- 
quate guidance and supervision. One of the most frequent complaints of 
graduate students is that they get little assistance from their pro- 
fessors, and that they are delayed by the slowness of professors to read 
and criticize their work or by difficulty in seeing the professors at all 
except for perfunctory and infrequent visits of short duration. While 
the complaints are more numerous in the departments with large gradu- 
ate enrollments and overburdened professors, the complaints are also 
found in institutions where graduate enrollments are relatively low. 
When former graduate students were asked how the writing of a 
doctoral dissertation might have been made more valuable, 60 percent 
(of 164 who had completed dissertations) responded that more or 
better supervision, conferences, discussion, etc., would have been help- 
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should lead departments to reconsider the teaching and other loads 
of professors on the one hand, and the obligations of professors to stu- 
dents on the other. 

It is obvious that guidance and supervision can be overdone. The dis- 
sertation is supposed to be a measure of the student’s ability to work 
independently, and not of his efficiency in carrying out the suggestions 
and elaborating on the ideas of his professor. Students vary in the 
amount of guidance they need, Nevertheless, graduate students, no 
less than other research workers, need the benefit of frequent criticism, 
suggestion, and discussion. 


Scope and Content of Dectoral Dissertations 


A criticism of many dissertations is that they are too long, that they 
deal with problems that are too comprehensive, and that they tend to 
become syntheses of other economists’ ideas rather than reports of 
original research. I think there is little doubt that too much attention 
has been given to length; a tradition has developed that a dissertation 
in economics must be a sizeable tome. There is merit in current tend- 
encies to permit students to present dissertations of article length, pro- 
vided the quality and extent of work involved is up to standard and pro- 
vided adequate documentation and description of methodology are 
presented. Length should be a function of subject and not an end in 
itself. Indeed the goal of originality wculd be more frequently attained 
if students did not feel a compulsion to produce a lengthy document.” 

It is sometimes argued that the education of the student—especially 
his preparation for college ceaching—will be advanced more fully if he 
‘writes a lengthy synthetic dissertation covering some broad subject 
than if he conducts research on a narrow topic and presents his results 
in the form of a research report. This raises a very fundamental issue. 
My own view is that the edvcational merit of a specific subject on which 
the student attempts to do original research is greater than that of a 
broad subject on which the student attempts to write a book. If the 
specific research is adequately done, the student will be required to 
understand the broad field of which it is a part just as thoroughly as 
though he had written a book on it. In addition, by pursuing the specific 
subject, he learns about the methods and nature of research. 'This he 

3A critic writes: “The dissertation requirement—as it has been enforced—has con- 
tributed to lowering the standards of research in economics. The frequent insistence on 
length plus the burden on professors resulting from too many dissertations to supervise 
has led to low standards of quality. Sloppy work is accepted. The student regards this as 
evidence that this is an acceptable standard of quality in general, and proceeds to use it 
in future work. He leaves his graduate work with no real standards of workmanship. The 
dissertation requirement—properly enforced—cou!lc make a major contribution to raising 


standards of research. For this purpose, it is absolutely essential that emphasis be shifted 
from quantity to quality.” 


RESEARCH TRAINING 157 


may never learn merely by reading and rearranging the writings of 
others. In these comments, I do not mean to generalize for all students 
or to insist that all dissertations should follow a particular rigid pattern. 
Yet I find difficulty in accepting the view that research on a specific 
and limited problem is narrowing in terms either of breadth of per- 
sonality or breadth of knowledge. It can be so regarded only if it is as- 
sumed that the doctoral dissertation is to be the sttident’s final creative 
effort. This is precisely what we should strive to avoid. His disserta- 
tion should represent one research effort made in the expectation that 
there are others to follow. 

. A special aspect of the scope or comprehensiveness of dissertation 
topics relates to the premium which the labor market for economists 
places upon the Ph.D. A student who elects a difficult or extensive 
topic requiring a long time to complete is placed at a disadvantage as 
ccmpared with one who elects a fairly easy or restricted topic. Other 
tkings equal, the latter will receive his degree earlier and will move up 
tke academic or other professional ladder sooner. By the same token, 
a student who does a careful and thorough job is placed at a disad- 
vantage—at least in the short run—as compared with one who does 
the sloppiest acceptable job. Students therefore acquire the attitude that 
the dissertation is something “to try to get over with” as soon as pos- 
sible. Many have expressed this attitude to me quite bluntly. 

I am not sure that there is any solution to this problem except the 
one of maintaining adequate minimal standards, Surely there is little 
hope of establishing a nice equality in the amount of work involved in 
al dissertation topics. One suggestion has been made, namely, that the 
degree be awarded after a student has made significant progress 
(adequately reported) on a major subject comparable to that required 
for completion of a minor topic. 


Publication of Doctoral Dissertations 


I have already indicated in Chapter 4 certain doubts about the 
practicability of mandatory publication.** Yet it must be admitted that 


` publication may serve two useful purposes: (1) it may help to maintain 


standards, since both professors and students will be more meticulous 
regarding a document that is to be published than one which is to be 
Emited to typescript and buried in a library; (2) it may help to dis- 
seminate the results of doctoral research.’ 

Ás a compromise solution to the publication problem, would it be 
possible to publish abstracts—perhaps up to 25 pages in length—of 


7 See pp. 48-50. 
55 Microfilming has helped on this, though it is not yet a full solution. ~ 


Chapter 10 


TEACHER TRAINING 


A wholesome development in the field of graduate education is the 
increasing concern for the preparation of men and women for college 
teaching. Deans of graduate schools and others engaged in education at 
the graduate level are asking themselves whether conventional graduate 
education, with its emphasis on specialized “research,” is well-suited 
to the preparation of college teachers. Since a substantial portion of 
their students become college teachers (in some fields the great ma- 
jority enter college teaching), the question quite naturally arises as 
to whether a program of training oriented toward research is really 
suitable for persons whose professional lives will be spent as teachers. 
The question becomes especially pertinent in view of the fact that the 
Ph.D. has become a union card for college teachers, and is therefore 
sought by thousands of persons who have no intention of devoting their 
lives to research. 

The problem is also significant for departments of economics. It is 
true that many graduate students of economics ultimately serve in 
government, business, and private research organizations; yet a large 
number of them enter college teaching. A Committee of the American 
Economics Association on the Teaching of Undergraduate Economics 
considered the question of the training of teachers, but decided that a 
comprehensive study of this subject “would have to concern itself with 
zhe complicated business of our graduate schools, and would necessarily 
5e coextensive with the whole subject of graduate instruction in eco- 
nomics."* Accordingly, in its report of December 1949, this group 
recommended that “a committee be appointed to study and report on 
graduate training in economics, the report to consider both the develop- 
ment of scholarly techniques and the development of competent teach- 
ers." 'The present study is a result of that recommendation. 


Issues and Points of View 


In chapier 3, I suggested the following minimal standards regarding 
teaching ability: (1) at the time of receiving his master's degree, a 
student should be able to teach, under supervision and with time for 
preparation, the first undergraduate course in principles of economics; 

* See p. 10. 


* Horace Taylor (editor), The Teaching of Undergraduate Economics, American Eco- 
nomic Review (supplement), Dec. 1950, p. x. > 
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. (2) at the completion of tae Ph.D., the candidate should be prepared to 
teach, at a level of proficiency acceptable in a leading university or 
college, principles of ecoromics, the first undergraduate course in his 
special field, and (given time for preparation) intermediate economic 
theory. These standards were intended to apply to all students whether 

-or not they expected to 2nter college teaching. They were proposed 
on the ground that a cardidate who would be tinable to meet these 
standards would be handicapped not only as a teacher but also in other 
jobs within the profession. These other jobs also require basic knowl- 
edge of economics and the ability to impart it to others. Almost all 
economists are in some sease teachers. Thus it is entirely appropriate 
that practically all shoulc be expected to have some competence as 
teachers, just as all should be expected to have some competence in 
research. According to this view, about the same type of training is 
suitable for all graduate stt dents in economics regardless of their career 
objectives. Those who expect to enter teaching should be trained in 
research and those who exoect to engage in research should achieve a 
certain competence in teaching. 

There are many who taze issue, in varying degrees, with this posi- 
tion. At the extreme are those who believe that the type of education 
suitable for college teachers is markedly different from that suitable 
for research workers, and that the orientation of graduate education 
toward research detracts seriously from its usefulness in the training of 
teachers. It is held that this is particularly serious because most students 
—at least those at the Ph.D. level —do in fact enter college teaching. The 
main criticism levelled aga‘nst present practice is that preoccupation 
with research, especially tke writing of a dissertation on a restricted 
topic, is narrowing. It involves, it is said, the learning of more and more 
about less and less, whereas the need of prospective teachers is breadth 
of knowledge and ability tc organize, synthesize, and criticize a wide 
range of ideas. This positicn has been expressed persuasively and in 
detail by Howard Mumforc Jones in his book, Education and World 
Tragedy,’ in which he proposes drastic reorganization of the conven- 
tional graduate college into two units, one an institute of research for the 
training of research workers and the other a graduate college for the 
training of teachers. Others, while favoring no such drastic solution, 

? Cambridge, 1946. For discussion of various aspects of this issue, see also T. C. Blegen 
and R. M. Cooper (editors), The Freparation of College Teachers, American Council on 
Education, July 1950; President's Cammission on Higher Education, Higher Education for 
American Democracy, Vol. I, pp. 84-91 and Vol. IV, pp. 1-26, Washington, U. S. Govern- 
ment Printing Office, 1946; W. S. Gray, “Preparation and In-service Training of College 
Teachers,” Proceedings of Institute ‘or Administrative Officers of Higher Education, Vol. 
10, 1938; Ruth E. Eckert, The Prepuration of College Teachers, National Education Asso- 


ciation, 1948; Fred J. Kelly, Zowarc Better College Teaching, Washington, U. S. Govern- 
ment Printing office, 1950. 
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propose increasing attention to the objective of training college teachers 
which, they feel, is not now being satisfactorily achieved. One of the most 
forceful expositions of this middle position is a report of a University of 
Chicago group: “A Statement of Policy and Plans Prepared by the Com- 
mittee on the Preparation of Teachers."* 

According to the Chicago report, the role of the college téacher 
includes five functiofs: (1) to participate in formulating the educa- 
tional ends and the curricular structure of his institution, (2) to guide 
and encourage students in learning something of the nature and use 
of the essential knowledge and characteristic methods of his teaching 
field, (3) to engage in research and other types of creative activity, (4) 
to serve as counselor of students, and (5) to participate as a citizen and 
especially to assist in interpreting to the community his institution and 
higher education generally. The substantive training of a college 
teacher should include a well-balanced general education in the arts 
and sciences, a command of the broader division of knowledge within ~ 
which his field of concentration lies, and acquaintance with the full 
range of basic research methods used in his field. 

' The Chicage report states that “the college teacher must be essen- 
tially an interpreter rather than creator of knowledge. . . . Yet the 
interpretation of knowledge should not be confused with the mere 
transmission of knowledge. . . . The best interpretation and hence the 
best teaching will seek to bring about the active reconstructing, by 
both teacher and student, of the processes whereby some present out- 
come was achieved in the past and further knowledge may be gained in 

. the future. It follows that the interpretations of the college teacher will 
‘be most precise and authentic if, as graduate student, he himself made 

a contribution to understanding and if, as teacher, he remains capable 

of making further contributions to it. Therefore ...the college teacher 

should have training in research of such a character as to give him the 
experience of making a contribution to understanding. However, be- 
cause much of the research which has been done by graduate students 
hes been trivial, repetitive, and unilluminating, the Committee further 
believes that the research training of a prospective teacher should be 
acquired whenever feasible in connection with a problem of such scope 
and significance as will lead him to employ a considerable variety of 
the principles, materials, and techniques of his eventual teaching field.” 

The Chicago report offers two proposals: (1) a seminar in college 

teaching, and (2) apprentice training, aiter the completion of the 

dissertation, at stipends equal to the salaries students might have 
* Mimeographed, June 14, 1948. Dean F. C. Ward was chairman of the Committee and 


Professor H. A. Anderson its executive secretary. 
"Ibid. pp. 10-11. 
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obtained as instructors elsewhere. The committee is critical of most 
present part-time teaching assistantships because the student gets 
little training or supervision and because teaching tends to be a 
‘secondary interest during the period of his graduate study. 

The main concern for greater attention to the training of college 
teachers has been expressed not only in words but also in actions. 
Several universities have established seminars or'courses in techniques 
of college teaching; some have attempted to give close supervision and 
guidance to teaching assistants; several (notably Harvard and 

, Syracuse) have instituted new doctoral programs in “social science" 
intended especially for prospective teachers; other universities while 
retaining the form of the traditional Ph.D., have in fact changed the 
orientation from research to teacher training; others, while retaining 
the conventional Ph.D., have undertaken to provide short courses and 
other educational experiences for college teachers who are already on 
the job. Several conferences on the subject of training college teachers 
have been held, and the American Council on Education has evidenced 
active interest in the subject. 

Though a considerable number of educators have criticized the tradi- 
tional graduate program on the ground that it is not entirely suited to 
the needs of the prospective college teacher and though many proposals 
for reform have been made and some acted upon, yet my impression is 
that a great majority of those concerned with graduate education do 
not favor substantial departure from conventional practice. 

The Association of American Universities in 1948 expressed itself 
forcibly in favor of retaining the traditional Ph.D. when it adopted a 
report stating: “We re-affirm our belief that the essential requirements 
for the Ph.D. degree as they are now in force at the member institu- 
tions are in general fundamentally sound. The Ph.D. degree is granted 
to those students who (1) have mastered a definite field of knowledge 
so that they are familiar not only with what has been done in the field 
but as well with its potentialities and opportunities for further ad- 
vances, (2) have demonstrated capacity to do original and independent 
scholarly investigations in the field, and (3) have ability to integrate 
their field of specialization with the larger domains of knowledge and 

understanding. The training for the Ph.D. degree involves the demon- 
stration that difficult problems can be solved through properly con- 
ducted research. . . . Much of the criticism of the present programs for 
the Ph.D degree has come from those who contend that most of the 
individuals who receive the degree become college teachers and that the 

* Cf, Report of the Committee on Graduate Work, “Results Obtained from a Questian- 


naire Study on the Training of College Teachers,” Association of American Universities, 
Journal of Proceedings and Addresses, 1948. 
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training which they receive is unsuitable for the college teacher. Some 
of the criticism is based upon superficial examination of the facts and 
upon failure to recognize the complexities of some of the problems. 


. The thesis that long preoccupation with special knowledge serves to 


make a man unfit to explain the elementary matters in his own field has 
yet to be proved nor does the likelihood that this is true appeal to 
common sense. Teaching is actually an art, the successful practice of 
which depends on qualifications in addition to knowledge such as a 
pleasing manner, a good voice, an aptitude for dealing with people, 
a skill in simple exposition and an ability to distinguish an important 
point from a detail. However, the training which has shown an indi- 
vidual the danger of easy generalization in one area of scholarship 
should serve to guide him in all generalization and so make him a safer 
guide in the classroom. . . . It must be emphasized that a finished college 
teacher cannot be produced even by the best program a graduate 


. School might develop. Excellent teaching comes only with experience 


and continual self-improvement which the individual as well as the 
institution employing the teacher must recognize. . . . The experience 
gained in selecting and carrying out a piece of research has inestimable 
value for the student preparing for an intellectual career, whether 
as a research scientist, a worker in the social field, or as a college 
teacher."* 


Views of Economists 


From my inquiries among graduate professors of economics I have 
concluded that a great majority would agree with the view expressed 
in the above quotation. When asked: “Do you feel that you have any 
responsibility to train your doctoral students in the art of teaching?,” 
55 percent replied in the negative, indicating that the only training 
should be by example and by general training in written and oral 
presentation. Another 40 percent thought that their responsibility for 
teacher training included only the provision of teaching assistantships 
and informal aid to these assistants. Apparently no one favored formal 
instruction in pedagogy as part of the doctoral program.* From verbal 
conversations on this point, it was evident that many professors view 
with horror the possibility that courses in *education" might be given to 
doctoral candidates. They are adamant in the opinion that if any in- 
struction in pedagogy is to be given it should be done by economics 
departments, or perhaps by social science divisions, and not by 

* Report of the Committee on Graduate Work, “The Significance of and Proper Training 


for.the Degree of Doctor of Philosophy,” Association of American Universities, J ournal of 
Proceedings and Addresses, 1948. 


* Schedule VII: 59 respondents. 
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departments of educatior.. On the question of whether the programs of 

prospective college teachers and prospective research workers should 

become separate and distinct, the response wes an equally clear-cut 

hegative, Only one respondent thought this a good idea, three gave . 
qualified approval, and af the rest were opposed. 

Heads of departments of economics in those institutions of higher 
education which do not g-ve graduate work, however, expressed some- 
what different views. They were asked: “What is your réaction to the 
fréquent proposal that graduate study should be oriented more largely 
toward preparation of teachers rather than toward the training of 
research scholars?" Only 22 percent responded negatively, somé of 
these indicating that train ng for téaching is secondary to other aspects 
- of graduate education or thàt there is no conflict between the objectives 
of training for teaching and for research; 32 percent thought that more 
emphasis should be given to teachér training, though many of these 
felt that there was no necessary incompatibility betwéen the two ob- 
jectives; the remaining 46 percent responded favorably in a way that 
would indicate support for a considerable increase in the attention given 
to teacher training, some of these suggesting that the emphasis on 
research has been greatly overdone.? 

To summarize, professors in graduate departments of economics ate 
overwhelmingly unsympatietic to the idea that the Ph.D. program 
should be modified substantially in the direction of greater attention 
to teacher training. On the other hand, many of the heads of under- 
graduate economics depar-ments, which arè the principal academic 
employers of economists, feel that more attention might be given to the 
training of college teachers. l 


Some Proposals 


My own views of this disputed subject are about in the middle of the 
various opinions now current. I feel that the essential orientation of the 
Ph.D. toward research is scund—whether the training is intended for 
prospective teachers or prospective research workers. As repeatedly sug- 
gested in this report, the qua ities required for successful teaching are by 
no means wholly different from those required for effective functioning 
in other positions which economists are called upon to fill. Knowledge 
of the subject, scholarly competence, and ability to convey economic 
ideas are indispensable in vi-tually all professional work in economics. 
Nevertheless, just as I believe that many departments of economics 
should improve their researca training, so I think that many should im- 
prove their teacher training. I believe this latter could be done without . 


? Schedule XI: 89 respondents. 
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detracting significantly from the research training and without elaborate 
reorientation or reorganization of graduate instruction. i 

In most departments, teacher training occurs in three ways: (1) stu- 
dents observe the teaching of the professors from whom they take 
courses, (2) students gain experience in oral presentation and dis- 
cussion, and (3) students are employed as teaching assistants. Im- 
prcvement is possible in all three of these respects, and certain addi- 
tional methods are feasible and worth trying. 

First, it goes without saying that if students are to learn from the 
example of their graduate professors, the level of teaching in courses 
attended by graduate students should be good. Anyone familiar with 
graduate instruction will concede that umpiovenient is sometimes possi- 
ble here. 

Second, it would surely be desirable to require or encourage stu- 
dents to gain more experience in oral presentation and in discussion. 
This can be accomplished both within and outside the classroom. I 
have gained the impression that at many institutions student participa- 
tion within the classroom and in conferences with faculty members is 
less than would be desirable. I have also felt that the atmosphere and 
the traditions of some departments are not congenial to the kind of free 
informal discussion among graduate students which can be a most 
fruitful educational experience. Positive steps could be taken toward 
improvement. 

Third, much can be done to transform the work of teaching assist- 
ants into.a genuine apprenticeship in which the student progresses from 
less to more responsible functions and throughout which he receives 
guidance, assistance, and helpful criticism from staff members. Prac- 
tice in this respect varies greatly among institutions. At the one extreme 
are the institutions which use no teaching assistants; at the other 
extreme are those which use assistants extensively but with a minimum 
of instruction or guidance. 


Teaching Assistantships 


A fairly persuasive case can be made for the employment of graduate 
students as teaching assistants. This practice can be defended on 
grounds of institutional efficiency and of effective graduate education. 
Graduate students, if properly selected and supervised, can serve use- 
iully in the teaching of undergraduates. The cost of this service can be 
low—especially when it is considered that the same expenditure provides 
an alternative to scholarships for graduate students. At the same time, 
by serving as teaching assistants, graduate students can learn a great 
deal about economics. 

It is true that the system of employing graduate assistants is often 
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. abused. In some institutions, so much of the undergraduate load is 
carried by inexperienced assistants that undergraduates seldom have 
contact with mature and experienced professors. In some institutions 
the assistants are not given adequate guidance and assistance, and are 
thrust without adequate preparation into responsible and largely un- 
supervised teaching. Educational atrocities are sometimes committed 
through careless use of teaching assistants. But the system is not 
inherently bad if not abused. 

The following is an outline of a scheme for using graduate assistants 
which I believe can be defended on educational grounds—from the 
point of view both of training college teachers and of providing good 
undergraduate instruction. The scheme is based on two fundamental . 
principles: (1) that the undergraduate offerings should be arranged ~ 
so that a major part of the work of each undergraduate student would 
be under mature full-time staff members, and (2) that no graduate stu- 
dent would be placed in responsible teaching without considerable prior 
experience under supervision. 

Under this scheme, a graduate assistant would begin as an apprentice 
to a full-time staff member; His duties would be to assist in the prepara- 
tion of examinations, problems, and teaching materials; to help with 
clerical work; to conduct classes occasionally—sometimes in the absence 
of the professor but sometimes also in his presence; to observe the 
teaching methods of the professor by attending classes regularly. As a 
result of this relationship, the professor could determine when the 
student would be ready for more responsible teaching. When this point 
had arrived, the student might be transferred to a large elementary 
course of multiple sections. Here he would serve again under the direc- 
tion of the professor in charge. Through fréquent conferences he would 
participate in the planning and conduct of the course, and would have 
opportunity to discuss methods of presentation and teaching problems.'? 
If the graduate assistant succeeds in this teaching under supervision, 
he is then ready to be recommended for greater responsibility and in- 
dependence." | 

? His classes might be visited by the professor-in-charge, possibly by other professors, 
and also by his contemporaries. In my opinion, the inhibition in American higher education 
against the visitation of classes to observe teaching is unfortunate. Every teacher could 
afford to learn from his colleagues and superiors about the weaknesses and strengths of his 
own teaching techniques. Vet teachers are shut off from this source of criticism by the 
taboo that such visitation is a violation of privacy. However, there is considerable difference 
of opinion on this point. : 


% A special problem exists in those institutions which are so located that many. of their 
graduate students serve as part-time teachers in nearby colleges. This is especially true of 
institutions located in large cities. It is possible that some kind of formal cooperative re- 
lation between the graduate department and the employing colleges would be helpful. 
There are obvious difficulties in this, but it would offer distinct advantages to all concerned 


if tha adminictrative detaile canid he mastered 
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The educational values of teaching assistantships are sufficient to 
warrant giving this experience to as many students as can be done 
without seriously impairing the quality of undergraduate instruction. 
Scme universities are trying to give every doctoral candidate some 
teaching experience; this policy has much to commend it. In the 
preceding chapter it was pointed out that research assistantships are 
also commendable. Of course, the question arises as to whether students 
skould have both research and teaching experience during their gradu- 
ate careers. I am inclined to answer affirmatively, though I recognize 
the difficulties and the probability that this would lengthen the period 
oi graduate study for many students. I have serious doubts as to 
whether it is desirable for a graduate student to proceed through his 
entire graduate career without some practical experience in teaching 
and/or research. Therefore, I have doubt as to the wisdom, in many. 
cases, of granting scholarships for which no services are required— 
except during the period when the student is engaged in writing a 
dissertation, 


Seminar in College Teaching 


Along with this apprenticeship scheme, a seminar might be offered on 
college teaching generally or specifically on the teaching of economics. 
The purpose of such a seminar might be to acquaint the student with 
educational objectives, teaching methods, curricular problems, student 
guidance, responsibilities of faculty members, etc. Such a seminar 
would be, not a substitute for other work, but an addition. This is the 
same as saying that it should carry no credit. It might be provided as a 
service to those students who wish to prepare specifically for teaching, 
or it might be required of those students who are serving as teaching 
assistants. On the question of whether the seminar should be given by 
the department of economics, by a division of social sciences, or by the 
graduate college, I do not have strong views. Generally, I should prefer 


_that it be given by the department. Such a seminar might, over a period 


of time, contribute significantly to pedagogy and exert a constructive 
influence upon quality of economic teaching and upon the character 
of courses in the field. 

My recommendation of the seminar in the teaching of economics at 
the college level is based partly on the belief that we know little, 
systematically, about pedagogy in economics at the college level. So far 
as I can learn, we are vague about the objectives of college courses in 
economics. We have little reliable information about content, methods 
of instruction, or personal qualities of teachers as related to the attain- 
ment of whatever objectives may be decided upon. I should hope that if 


-a few active and continuing seminars in the college teaching of eco- 
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interested in the subject, results of importance to the whole profession 
might be achieved. 


In-service Training 


An major issue in the training of college teachers concerns the division 
: of responsibility between the graduate departments in which students 
are trained and the institutions which later employ them as teachers. 
Opinion on this question is apparently divided. Some believe that 
virtually the entire responsibility should be assumed by the graduate 
departments, and that students who receive the Ph.D. should be 
finished teachers ready to take on a variety of courses independently 
and without further guidance. Others believe that graduate departments 
should assume no responsibility beyond training students in subject 
matter and research technique, and that it is up to employing institu- 
tions to induct them into the job of college teaching in all of its aspects. 
Others, among them myself, feel that there should be a division of 
responsibility—that it is unreasonable to expect the new Ph.D. to be a 
fully-trained and seasoned teacher, yet that he should have had the kind 
of experiences which would enable him to develop rapidly into a suc- 
cessful teacher (at least within the limits of his talents). At the same 
time, the employing institution should provide in-service training and 
supervision which would lead him to recognize and overcome weak- 
nesses and bring out his potentialities. This viewpoint was reported 
by a majority of the heads of economics departments (in institutions: 
not offering graduate work). The comments of these department heads 
were as follows (in the order of frequency): 


Employing institutions should provide orientation and inservice training 
programs to clarify objectives and general policies, to help young teach- 
ers to grow, and to assist with problems. 

Graduate departments should acquaint students with content, method, and 
philosophy. 

Graduate departments should give more attention to teacher training. 

Graduate departthents should provide supervised teaching experience. 

Employing institutions—especially small ones—are not qualified and have 
no facilities for teacher training. 

Graduate departments should turn out competent teachers. 

Graduate schools should appraise their candidates more ey, and be 
more scrupulous in their recommendations. 

Employing institutions should give financial aid to young teachers who 
are trying to complete doctorates. 

Teachers are born, not made.: 

Teachers are self-trained. 

Employing institutions have difficulty with in-service training because of 
the tradition against class visitation or supervision. 
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Teacher-training “courses” should be resisted-—especially if they are to bé 
given by departments of education. 


The provision of in-service training for young college teachers is à 
delicate task requiring a good deal of tàct- and. friendly interest. It 
can be accomplished most easily arid nàturally if the new teacher begins . 
his work in a course having multiple sections supervised by a mature 


"professor who is intérested in developing good teachers. Another device 


that may be useful in some institutions wotild be a seminar or discussion 
group on teaching problems to be attended by young teachers and led 
by a mature professor vitally interested in the subject. Orientation 
literature máy be developed, An outstanding example of this is a 
pamphlet You and Your Studeńts, which has been published for its 


-staff by the Massachusetts Institute of Téchnology.” Still another 


possibility is regional meetings or short courses on teaching problems. 
Thesé might be conducted by universities to serve the teachers of their 
areas. The usual professional méetings, while Sometimes including dis- 
cussions of educational problems, do not fully meet this need. 


Conclusion 


I should reiterate that the kind of approach to the problem of teacher 
training which I am suggesting does not involve significant reorienta- _ 
tion of the Ph.D. program. I believe, and I think most economists 
concur, that the Ph.D. should continue to be oriented primarily toward 
research and scholarship in economics. This is the most important 
aspect oi the training of economists-regardless of their career objec- 
tives. In the long run, the best teachers will be produced by this method 
rather than by a program more specifically related to teacher training. 
In particular, I would reject the view that prospective teachers should 
write a kind of doctoral dissertation dam from that selected by 
prospective research scholars. 

In my opinion, the view that SE EEE dissertations are 
undesirable for prospective teachers is based on confusion as to the 
meaning of “narrowness” or “breadth.” A research topic may be limited 
in scope, indeed it usually must be so limited, but that does not neces- 
sarily mean that work on that topic will have a “narrowing” influence 
or the student. If the topic is a significant one, the student will be re- _ 
quired to know how it fits into the broader body of knowledge to which 
it is related. In working on it, he will be required to familiarize him- 
self with a wide range of relevant literature and sources, he will become 
acquainted with the tools and methods of research, he will discover 
cognate problems for further research, and he will gain a “feeling” for 


“This pamphlet was prepared by a faculty committee under the chairmanship of Pro- 
fessor R. D. Evans. 
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the process by which res2arch is conducted. These are broadening, not 
narrowing, experiences, 2ven though the subject itself is specific and 
limited. 

It is true some reseatch topics, even important ones, may not be 
suitable for doctoral diss2rtations because they may not have sufficient 
educational potentialities. But merely because some research topics are 
unsuitable should not justify condemning all research zs “narrowing.” 

There is also another confusion. Those who regard dissertations 
based on research as “narrowing” tacitly assume that the doctorate 
represents the termination of the educational process, and that the 
dissertation will be the final intellectual effort of the student. Un- 
fortunately this is so in many cases; yet, the entire graduate program 
. can hardly be organized on the assumption that this wil! be so. The 
doctoral dissertation is intended to be but one of many studies to be 
conducted during a long lfetime of intellectual endeavor. It is intended 


to prepare and encourage students for future scholarly work. To say. 


that this one first effort is narrowing is to overlook the fact that it is 
intended to be but one small part of the student’s total intellectual life. 


r 


KR 


Chapter 11 


| TIME SPAN OF GRADUATE STUDY 


This chapter is concerned with the length of time involved in the 
education of economists. Data are presented on the periods of study 
prescribed for advanced degrees in economics, and on the amount of 
time students actually spend in meeting the requirements for these 
degrees. 

Credit Requirements 


In most institutions, the minimal requirements for the master's 
degree in economics are'stated in terms of a number of credit hours 
which might be earned by a student in one academic year.of resident 
study. In universities on a semester basis, the number is usually around 
24 hours plus a thesis or, if credit is given for the thesis, around 30 
hours.* Many institutions require that at least a certain major fraction 


, of these hours must be taken in economics. Most require also that the 


student achieve at least a certain minimal grade average (usually ^B") 
or that only a limited amount of credit will be counted for any course 


-in which the grade is lower than “B.” 


Similarly, the Ph.D. in economics is usually defined in terms of a 
course of study which can be completed in two academic years (in- 
ciuding the year of study for the master's degree) plus a dissertation. 
The dissertation is thought of as the equivalent of one year's work; 
hence, the entire program for the Ph.D. is formally regarded as a three- 
year course. In some institutions, the requirement for the Ph.D. is 
stated in terms of a certain number of credit hours or courses, passed 
with at least minimal grades (usually “B”) and a dissertation. In 
cthers, there is no formal requirement except the passing of compre- 
hensive examinations and the completion of the dissertation. Even in 


these institutions, however, the program is conceived as a three-year 


course. . 
There is little criticism of these formal requirements for the master's 


‘degree and the Ph.D., and little disposition toward change—though 
- a few professors think that some of their colleagues are a bit lax in their 


standards for grading graduate students. 


Residence Requirements 


.. Most institutions do not require students to be in residence during the 
entire period when they are earning the credits and writing the theses ` 


“In institutions on a quarter system, the number of hours is adjusted accordingly. 
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demanded for the advanced degrees.* In practically all institutions, 
the minimal residence requirement for the master’s degree is one 
academic year. Once this requirement is met; many permit the student 
to write his thesis i absentia, and some permit him to take limited 
amounts of extension or correspondence courses or to engage in inde- 
pendent study for credit while not in residence. Residence requirements 
for the Ph.D. are less standardized. Most institutions require two or 
three years. A few permit students to obtain credit for independent 
study in absentia, and all allow the dissertation to be written in 
absentia, once the residence requirements are met. There is apparently 
little criticism of existing formal residence requirements (except for 
provision about work in absentia) and no significant effort is being 
made to change them. 

The important issues regarding residence relate not to the formal 
requirements, which are generally accepted as reasonable, but to the 
amount of time which candidates actually spend in earning advanced 
degrees in economics. This subject will be.considered in the remainder 
of this chapter. 

Actual Residence 


Table 34 shows the percentage distribution of respondent graduate 
. Students in economics by length of period of residence between selected 
points in their graduate careers. The table also shows the mean and 
median periods of residence. According to these figures, there is con- 
siderable dispersion in length of residence. For the master's degree, 
residence varied from less than one year to 4 years, and for the Ph.D. 
from 2 to 5 or more years. The great majority of master's degrees were 
received, however, aiter one or two years of residence (column 1); 
the majority of preliminary exams were passed after two or three years 
of residence (column 4); and the majority of Ph.D's were received 
after three or four years of residence. As indicated in the table, the 
mean period of residence prior to the master's degree was 1.5 years, 
prior to the preliminary examination 2.5 to 2.9 years, and prior to the 
Ph.D. 3.7 years? 

The formal residence requirements oi most institutions would call 

*T did not explore the complicated question of the treatment of-students who transfer 


from one institution to another. Hence, the discussion of residence refers to those students 
who do all their graduate work at one institution. 

* A study of the actual periods of residence of graduate students who received the Ph.D. 
from the University of Minnesota indicated that those who received Ph.D.’s in economics 
during the pre-war years 1936-37 to 1940-41 had keen in residence at Minnesota on the 
average for 13 quarters, and that those receiving degrees during 1941-42 to 1947-48 had 
been in residence on the average 14 quarters. Figures for other fields indicated that this 
average was about typical for all the departments of the University. University of Minne- 
Sota, Graduate School, Graduate Faculty News Letter, Dec. 9, 1949 (Mimeographed). 

d 
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= 34,—-RESWENCE OF GRADUATE STUDENTS BETWEEN SELECTED 
POINTS IN GRADUATE CAREERS? 





Approximate , | $ 
number of years | Bachelor’s ie Preliminary green 5 | Bachelor's 
in actual to master’s | 6. ination| t° Ph.D. liminary to Ph.D. 
residence 





Former Graduate students who received advanced degrees in 1939-40 and 1949-50 


Less than } — 25% 31% — — 
i 2% 3 2 — — 
E! . 52 25. 34 695. — 
1j 5 4 5 1 — 
2 35 30 16 34 1195 
2i 2 1 1 8 - 6 
3 4 9 3 27 34 
4 — 2 2 17 28 
5 or more — 3 - 0 7 21 
Total ' 100 100 100 100 


100 
` Mean ‘1.5 years | 1.5 years | O.9year | 2.9years | 3.7 years. 


Graduate students in residence 1951-52° 


Less than i — 28%. — 
i 4% . 11 2% 
n 42 15 - — 
1j : 10 29 23 . 
2 36 13 i 26 
24 ; 6 2 t 15 
3 1 . 2 19 
4 p 1 — 13 
5 or more — — 2 
Total 100 100 100 
Mean -| 1.5 years 1.0 year i 2.5 years 


3 These data were derived from-responses to a.request for “dates in residence.” The data 
presented are approximate because many respondents did not make clear whether they had 
attended summer sessions or whether they had been in residence during the whole of any 
specified academic year. A “year” should be interpreted, therefore, loosely as one academic 
year or as one academic year plus one summer. No differentiation was made between full- 
time residence and residence during which the student carried less than a full-time load. 

b Schedule X: 218 respondents. Comparison of data for the 1939-40 group and the 1949-50 
group revealed no significant differences, 

- * Schedule IX: 140 respondents. 


for one year prior to the master’ s degree and two or three years prior 
to the Ph.D. Evidently, then, actual residence is significantly longer 
than the requirement. This is accounted for in part by.the fact that 
many students are éngaged in part-time work during their residence, 
but it is also due to the inability of many students to prepare them- 
selves in the minimal allotted time. 
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Most graduate professors apparently are well-satished with the 
actual periods which their students spend in residence—-desite the fact 
that it is typically longer than the minimal requirements. When asked 
to express their opinioms on the amount of time candidates typically 
spend in residence (as distinct from formal residence M 
their replies were as follows: 


Master's Ph.D. 
candidates* candidates® 

too long 10% 14% 
too short 2 12 
about right 77 63 
uncertain 6 10 
no answer | 8 1 
Total 100 100 


In commenting on this subject, several respondents indicated that the 
residence of doctoral car.didates is too short in that too many disserta- 
tions are prepared in ab-entia, 2 


' Elapsed Time l 
A subject on which there is somewhat greater concern, and in my 
opinion should be even more concern, is the amount of time that 
. elapses between the beginning and the completion of graduate work. 
Table 35 presents data on this subject for respondent graduate stu- 
dents, of whom some were in residence in 1951-52 and others received de- 
grees earlier. “Elapsed t:me” is defined as the length of time between 
two points in the student’s academic career. During part cf this time 
he may not have been engaged in graduate study at all, or he may have 
been studying only on a part-time basis. Therefore, “elapsed time” is not 
a measure of the time sctually spent in climbing from ore point to 
another on the ladder, but the interval that occurs between t3ese points 
for whatever reason, Elapsed time is significant in that it indicates the 
amount of delay, lost mo-ion, uncertairty about career objectives, etc., 
which, together with the time actually spent in study, determines the 
age at which candidates -each various points on the ladder. As shown 
:in table 35, the range of elapsed time between each of the successive 
points is surprisingly great. A substantial minority of students pass 
from one step to another in about the time theoretically required, 
namely, one year from bachelor's to master's, one year from master's 
to preliminary, and one year from preliminary to Ph.D. But there 
are few students who go the entire distance from bachelor's to Ph.D. 
in the theoretical three years. A majority take 10 years or more. 
* Schedule IV: 61 respondents. . 
* Schedule VII: 59 respondents. 
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TABLE 35.~—ELAPSED TIME BETWEEN SELECTED POINTS IN GRADUATE CAREERS 


Approzimate 


Je =, J, 

number of years | Bachelor's a er ae Preliminary Bachelor's Bachelor's 
of time to master's | PT® E | to Ph.D to pre- to Ph.D 
titerval examination “i liminary d 





Former graduate studenis who received advanced degrees in 1939-40 and 1949—50* 


Less than 1 1% 27% 795 — ` — 
1 29 19 22 395 — 
13 2 3 1 — — 
2 29 11 28 15 1% 
23 1 — 2 2 — 
3 8 5 17 13 3 
4 6 3 5 8 9 
5 4 3 3 4 5 
6-7 7 9 4 13 11 
8-9 7 12 7 13 16 

10-13 6 - 8 4 20 34 
14 or more — — — 9 21 
Total 100 100 100 100 100 





Mean 3.3 years 3.6 years 3.2 years 7.2 years 10.0 years 


Graduate students in residence 1951-52» - 


Less than 1 1% . 30% 
1 30 14 
1} 5 14 
2 21 19 
2} 4 2 
3 14 
4 4 2 
5 3 — 
6-7 5 2 
8-9 8 2 

10-13 8 10 
14 or more — — 
'Total . 100 100 


Mean 3.5 years 2.4 years 


* Schedule X: 218 respondents. 
t Schedule IX: 140 respondents. 


The same phenomenon is also illustrated by data on the ages at 
which graduate students reach each point on the ladder. These are 
shown in table 36. The average age at the time of receiving the master's 
degree was about 27 years, end the average age at receipt of the Ph.D. 
about 32 years. 

These figures on both elapsed time and age are confirmed by other 
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studies. A University of Minnesota study’ indicated that the elapsed 
time between the bachelor’s and the Ph.D. for economics students at 
that institution was about 8 or 9 years and the average age at time of 
receiving the Ph.D. about 33 or 34 years. These figures were somewhat 
higher than the average for students in other fields. A study of eco- 
nomics students at Columbia University’ revealed the following average 
intervals of elapsed time: d 


A.B. to M.A. .3.0 years 
A.B, to Orals 5.8 

A.B. to Ph.D. 10.6 

M.A. to Orals 2.8 

M.A. to Ph.D. 7.8 
Orals to Ph.D. 44 . 


TABLE 36.—AGE AT SELECTED POINTS IN GRADUATE CAREERS 














Age of forme: graduate students who | Age of graduate students 
i - x <4_¢9b 
1939-40 or 1949-508 in residence 1951-52 
At At . At O At At 
bachelor’s master’s Ph.D. bachelor's . master's 
20 or less 1% — — 9% = 
21 26 195 — 18 — 
22 28 7 — 20 1% 
23 , 8 16- — 13 5 
24 10 13 1% 7. 15 
25-26 12 21 9 16 28 
27-29 6 24 19 8 23 
30-34 3 13 38 9 10 
35 or over — 5 33 — 12 
Total 100 100 100 100 100 
Mean? | 23.0 years 26.6 years 31.9 years ` | 24.0 years 27.4 years 











* Schedule X: 218 respondents. 

b Schedule IX: 140 respondents. 

? The average increase in age between various poirts does not agrée precisely with elapsed 
time as shown in table 35 because of difficulties of interpreting data on elapsed time. The data 
.on ages are more reliable. 


A tabulation by Dr. Lewis A. Froman covering the period 1929-1940 
indicated that the average elapsed time between bachelor’s and 
master’s varied for the several years from 2.3 to 3.0 years; between 
master's and doctor's from 4.2 to 5.5 years; and between bachelor's 


* Graduate Faculty New Letter, op. cit. 


TJ. W. Angell, Occupations and Salaries of Former Graduate Students (initneographed), 
Juné 20, 1951. This study covered students who received degrees during the period 1931- 
1950. Thé averages do not include a few extreme cases. 
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and doctor's irom 8.4 to 9.9 years.* Professor George J. Stigler has 
presented data.on elapsed time between the B.A. and Ph.D. for stu- 
dents in various fields at Columbia and Harvard covering selected 
yezrs between 1900. an 1940. These figures indicate an average 
interval in 1940 of about 9 years at Harvard and 13 penis at Columbia 
for students in the social sciences? ` 

Although V/orld War II undoubtedly had an influence in lengthening 
the average elapsed time, tke effect was apparently not pronounced. 
Fectors causing delay were compensated in part by the veteran’s 
benefits which encourage early completion of graduate work. Aside 
from certain irregularities caused by the war, there has been no pro- 


TABLE 37.—SumMARY OF DATA ON RESIDENCE AND ELAPSED TIME 
(arithmetic means expressed in years)* 











i 


Theoretical Actual Elapsed oe "i 
^ time residence time isa ap 
of step 
From bachelor's to master's i 
Former graduzte students 1.5 3.3 26.6 
Graduate students in residence 
1951-52 s TIS 3.5 27.4 
From master’s to preliminary 1 : 
Former graduate students i 1.5 3.6 
Graduate stucents in residence 
1951-52 1.0 2.4 
From preliminary to Ph.D. 1 
Former graduate students 0.9 3.2 31.9 
From bachelor’s to preliminary 2 ^ 
Former graduate students 2.9 - 7.2 
Graduate students in residence 
1951-52 2.5 
From bachelor’s to Ph.D. 3 
Former gradvate students 3.7 10.0 31.9 





* Data from tables 34, 35, and 36. 


nounced trend in the average elapsed time—at least since 1930. Pro- 
fessor Stigler's data indicate, however, that the average interval be- 
tween B.A. and Ph.D. at the two institutions he studied was con- 
siderably less before World War I than since. 


*'Graduate Students in Economics, 1904-1940," American Economic Review, Dec. 
1942, p. 823. 

VEmploymeat and Compensation in Education, National Bureau of Economic Research, 
Decasional Parer No. 33, New York, 1950, p. 37, ; 
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Summary of Data 


. The data on residence and elapsed time are summarized in table 37. 
This table shows the thecretical time required between various points in 
the graduate program, che actual average periods of residence, the 
average elapsed time, and the average ages of candidates at the com- 
pletion of each step. "As the table indicates, the .period of actual resi- 
dence exceeds the theoretical time. The average residence for the 
master’s degree is 1.5 years or one-half year more than the theoretical 
time. This is accounted for in part by the fact that at some institutions 
the master’s degree is awarded after successful completion of the pre- 
liminary examination. Hcwever, the difference is due mainly to the fact 
that many students are in residence for more than one year before.com- 
pleting the requirements for the master's degree. This has become the 
typical situation at many institutions. The residence from master's to 
preliminary for former students also exceeded the theoretical one 
year, but for the 1951-52 group, the average was equal to one year. 
The residence from the rreliminary to the Ph.D. is slightly less than 
the theoretical one year. This is due to the fact that many students 
write all or part of their dissertations in absentia. The fact that the 
average is so close to one vear (and that many dissertations are written 
partly or wholly im abseatia) suggests that the task of preparing a 
dissertation ordinarily requires substantially more than one year. 
Altogether, the average residence from the bachelor's to the Ph.D. is 
3.7 years or 0.7 of a year in excess of the theoretical 3. When it is 
considered that the average residence is 3.7 years and that many stu- 
dents do considerable work in absentia, it must be concluded that the 
total work time required tor a Ph.D. is probably on the average more 
than 4 years. The elapsed time exceeds the theoretical time by three- 
fold. 


Ccncluding Comments 


The question posed by tae above facts is whether the elapsed time— 
especially for the Ph.D.—is too long. A substantial number of graduate 
professors believe that it is; on the other hand, a somewhat larger num- 
ber do not find the elapsed time ENSE The responses on the elapsed 
time for the Ph.D. were as follows:* 


too long 3496 " 
too short 3 
about right AL 
uncertain 7 
no answer : 15 
Total 100 


” Schedule VII: 59 respondents. 
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The arguments favoring the long period before completion of gradu- 
ate work pertain to maturity and experience. It is said that students 
gain more from graduate study and perform more satisfactorily if they 
have substantial work experience and maturity. This they cannot have 
if they pursue graduate study uninterruptedly after college. There is 
undoubted validity in this argument. If one were to outline the ideal 
sequence of events in the life of a doctoral candidate, one might well 
prescribe some work experience prior to completion of the degree. In 
the preceding two chapters, I have already pointed out the advantage 
oë experience in research and teaching and have recommended that as 
many students as possible serve as research and teaching apprentices. 
In many cases, it might be desirable for some of this experience to be 2 
obtained on the job away from graduate school. But there is a genuine 
question as to how much experience and consequent delay before taking 
tae Ph.D. is necessary or desirable—all things considered. 

The answer to this question depends in part on one's conception of 
the Ph.D. Ii the Ph.D. is to be reserved only for mature persons who 
have been seasoned by years.of practical experience, then the long 
period of gestation is justified. This concept of the Ph.D. was un- 
coubtedly encouraged during the period when the degree was becoming 
a union card for college teaching and when, therefore, the graduate 
student body contained many older college teachers bent on acquiring 
the approved credentials of their profession. If, on the other hand, the 
Ph.D. is regarded not as something to be awarded in middle life after 
some of the most productive years have passed, but as something to be 
given to a young person who has mastered the basic knowledge and 
techniques of economics and who shows ability and promise, then the 
argument for the long period becomes much less persuasive. I lean 
strongly toward the latter concept of the degree. I feel that although a 
year or two of experience is undoubtedly most useful, further delay is 
usually undesirable and in many cases disastrous. 

The explanation of the long period of elapsed time is almost always 
one or more of the following (aside from military service): (1) delay 
in the choice of a career, (2) inadequate prior preparation for graduate 
study, (3) financial necessity,.(4) procrastination, and (5) overly am- 
bitious dissertations. No one of these can be strongly defended." I 
have heard of few candidates who deliberately delayed the Ph.D. for 
any extensive period in order to gain experience—or even who were 
advised to do so. 


* A critic suggests that another reason for slowness is the tendency for the adviser (and 
the rest of the faculty) to insist that the student take all courses that would aid his exam- 
ination performance before permitting him to stand for his preliminary examination. He 
adds “It’s not all the student's fault. The preliminary should be taken as early as pos- 
sible—after only the basic minimum of course work is taken." 
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It seems to me that the frequent delay in the choice of a career is 
due partly to faulty recruitment policies. As pointed out in Chapter 6 
efforts should be made to achieve earlier recruitment and selection of . 
` students who are fitted to become professional economists. It is true 
that not every student can be expected to find himself before the end 
of his undergraduate years. Yet there is obviously much less uncer- 
tainty in the case of those who enter law, medicine, architecture, engi- 
. neering, or chemistry than is true of those entering economics. It is up 
to the economic profession to do a better job of recruitment and selec-. 
tion of students for graduate study. TEE . 

The problem of inadequate prior preparation has been discussed 
in Chapter 6. That this is a frequent cause of delay in the completion 
of a doctorate can hardly be doubted. 

The financial problem is always present and will undoubtedly cause 
undesirable delay for many students. Yet this problem is less urgent 
for younger students whose family obligations are likely to be minimal 
than for older students. Therefore, better and earlier recruitment and 
selection will help in this respect. Other partial solutions are: (1) 
more funds for financial support of graduate students and (2) use of 
existing funds to see fewer students through to the degree—rather 
than more students only through the preliminary examination, 

The frequent practice of writing dissertations in absentia has 
“multiple disadvantages. The dissertation lacks adequate supervision 
and the project tends to be pursued as a secondary chore added to a 
regular job. Under these conditions the student can do justice neither 
to his job nor his dissertation. As a result frustrations develop which 
dim the creative spark not only for the immediate project but also for 
future scholarly work. The situation is even worse for those students 
. Whose course work is interrupted by financial necessity. Those who 
receive the degree after intermittent periods of residence have gained 
something less than those who have been able to pursue an integrated 
plan of study without interruption. It is noteworthy that the frustra- 
tions and divided responsibilities resulting from the delay and the work 
in absentia occur during the student's most productive years—namely, 
during the third.and fourth decades of his life. 

Little need be said about procrastination as a cause of delay. It is 
surely of frequent occurrence. Graduate advisers should be watchful 
and should press those students to finish who show signs of putting 
things off unnecessarily. 

The overly-ambitious dissertation is a frequent cause of delay. This 
again raises the question of the nature and purpose of the dissertation. 
This has been discussed in Chapters 4 and 9. 

The basic issue is this: should the dissertation be a magnum opus 


Li 
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which represeats an important and extensive contribution to the field? 
Or should it be a piece of research, suited to tbe abilities of a young 
sckolar, whick will acquaint him with subject matter and technique and 
will provide z test of his ability to carry on more advanced scholarly 
work in the -uture? My judgment leans to the latter alternative. I 
believe that the scale and scope of a dissertation should be such that 
a student could be reasonably expected to complete it in a year (or at 
most two yea-s) of concentrated work. The dissertation should not be 
thought of as a final scholarly product representing the most advanced 
work of which the student vill ever be capable, but rather as a first 
major effort which may be developed further in later years—or which 
' may be the first of a long series of research enterprises to be conducted 
by the studert over his working lifetime. 

' The long t:me-period of most graduate careers is a significant cause 
of mortality zmong students. As time goes on without completion of the 
degree, students become immersed in their work, acquire increasing 
financial responsibilities, and become discouraged. The result is hun- 
dreds, perhars thousands of partly finished doctorates, and a profession 
in which many of the practitioners have not had adequate academic 
training or tke discipline and experience of carrying on a solid piece of 
independent research. I would not argue that in all cases this is disas- 
trous or even undesirable. But the profession, collectively and indi- 
vidually, would be more productive and more competent if a greater 
proportion o: the practitioners had been persuaded, or had been able, 
to find a way to complete their graduate programs. 


Chapter 12 


THE GRADUATE DEPARTMENT OF ECONOMICS 


In this chapter, graduate education in economics will be considered 
from the point of view of the qualities and characteristics of the depart- 
ments in which it occurs. I shall raise issues and offer tentative 
suggestions regarding the staff, facilities, organization, and oppor- 
tunities afforded by graduate departments of economics. Whereas 
earlier chapters have dealt with various aspects of the educational 
process, this one will be concerned with the departments in which the 
process takes place. 

I approach this subject with extreme diffidence because I am fully 
conscious of the fact that there is by no means a necessary correlation 
between the physical characteristics of a department of economics and 
the quality of the education conducted therein. A large budget, a dis- 
tinguished staff, and the most complete facilities do not necessarily 
make a good department. While Mark Hopkins on the end of a log or 
Socrates conversing in the public square may rot represent the ideal 
educational situation for all purposes, yet excellent education can some- 
times be had with minimal staff and facilities. Nevertheless, my dis- 
cussions, observation, and thinking on the problem all have led to the 
conclusion that the nature of the department does make a difference 
and that substantial costs are involved in providing graduate education 
of high quality. 

A Graduate Department 


In all but a handful of universities undergraduate and graduate © 
instruction in economics are closely associated. The same staff and the 
same physical facilities are utilized for both purposes. This arrangement 
is advantageous in terms of cost. In addition, it offers the positive 
advantage of providing opportunities for graduate students to become 
apprentice teachers. In many institutions, however, there are problems 
involved in the relationship between the graduate and undergraduate 
phases of instruction in economics. In some, the emphasis is on under- 
graduate instruction and the graduate department is merely an inciden- 
tal appendage which supplies a few assistant teachers and occupies 
some marginal time oi the regular staff, In others, the emphasis is upon 
graduate instruction and research and the undergraduate part of the 
program is neglected. In some of these latter tne alumni have com- 
plained bitterly that the undergraduate student has become the for- 
gotten man of higher education. 
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This is not the place to consider these large issues. It is worth noting, 
however, that there are important differences between undergraduate 
and true graduate work—differences in content, in objectives, and in 
spirit. Graduate work exists for the purpose of training men to become 
scholars. The students are relatively mature persons who have chosen 
their careers and are ready to engage in serious specialized study. They 
need opportunity for independent creative work of a type that is con- 
genial to their interests and appropriate to their:maturity. They need 
to break awzy from undergraduate ways and attitudes. This clearly 
calls for a feirly distinct separation of the graduate from the under- 

‘graduate program. There is a real question as to whether adequate 
graduate instruction can be offered in institutions where it can be only 
an incidental appendage to an undergraduate program. 

Where graduate instruction is given, staff time should be specifically 
allocated to -his activity. There is need for the creation of an environ- 
ment, a stud2nt body, a set of courses, a set of practices, and perhaps 
some facilities which are uniquely graduate and which together can be 
identified as a graduate program. At some institutions now offering 
advanced dezrees (or planning to offer such degrees) these conditions 
do not prevail While these institutions may turn out many 
good students, there is a serious question if they are providing as 
good an environment as they should for the development of these 
students. 

Any institution offering graduate work should allot a distinguishable 
„and fairly cefinite amount of staff-time, courses, funds, and facilities 
to the graduate program. These things, together, might be thought of 
as the gradrate department of economics.’ Y do not mean to imply by 
this that th» graduate department should necessarily be organized as 
a separate zdministrative unit, or that its staff members devote them- 
selves exclusively to graduate work. I mean only that there should be 
an identifiadle graduate program sufficiently distinguishable from the 
undergraduate program to have its own institutional “personality” and 
its own esprit de corps. In the remainder of this chapter, I shall con- 
sider the question of what characteristics and qualities such a “grad- 
uate department" should have. 


Graduate Courses 


In general, courses for graduate students should be operated sepa- 
rately from those for undergraduates. While I should not wish to carry 


1 In most universities, the graduate and undergraduate parts of economics departments 
are at least coaceptually distinguishable in that the former is a part of the graduate college 
and tke latter a part of the liberal arts college. I am suggesting that they should be 


actually distinzuishable. ; 
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' this recommendation to the extreme of suggesting that graduate stu- 
dents should never be permitted to take undergraduate courses or 
undergraduate students graduate courses, yet on the whole it seems 
fairly clear that graduate work shouli involve a break with under- 
graduate standards, methods, objectives, and attitudes. One of the best 


. ways of making this break is to conduct separate classes of graduate | 


caliber. 

The mere provision of separate classes is, however, no guarantee 
that the desired kind and level of instruction will be achieved in gradu- 
ate courses. Many professors have reported that they thought the 
standards in graduate courses were lower than those in undergraduate 
courses. In undergraduate courses, there is a kind of impersonality, 
spirit of competition, and definiteness of subject matter which makes 
for rigor and objectivity in the evaluztion oi students, In graduete 
courses, small numbers, personal acquaintance with students, desire 
to maintain enrollments, and difficulty cf applying objective standards 
all militate against rigor and high standards. It 3s said that sometimes 
an “A” or “B” in an undergraduate course actually means a higher level 
of accomplishment than the same grade in a graduate course. Thus, 
the suggestion that graduate students should on the whole be taught 
separately is based on the assumption that the graduate courses would 
be more rigorous and demanding than corresponding undergraduate 
courses, 

A Ph.D. program of the type suggested here (conducted separately 
from the undergraduate program) would involve a substantial staff 
load. It would require the offering of no less than 16 graduate courses 
and seminars of semester length.? These would include perhaps three or 
four courses in economic theory, one in history of economic thought, 
two in economic history, two in statistics, and at least seven or eight 
in other fields. If any considerable range of choices were to be per- 
mitted, even more courses would be necessary. But the graduate staff 
load also includes research and the supervision oi theses. This part cf 
the load should be specifically included as part of the official duties of 
staff members. These activities should not be considered merely extra 
chores to occupy spare time. Many department heads and graduate 
deans with whom I discussed these matters feel that staff members 
should be allotted time for research and for supervision of theses as 
part of their official teachinz load. They feel that the active supervision 


of 5 or 6 theses should be considered the equivalent of one course. Al-. 


together, these calculations suggest that the provision of a genuine 
graduate program is a very expensive undertaking in terms of staff 
requirements. 


*Perhaps onlv 8 courses and seminars if only the master's degree is awarded. 
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Staff. 


The most important resource of any graduate department of e 
nomics is, of course, the staff. This raises the issue as to what ought 
be the characteristics of such a staff, both individually and collective 

The first question is this: Ought there to be certain minimal sta 
ards for eligibility of a staff member for graduate teaching in e 
nomics? Some universities try to set formal standards for admissior 
faculty members to status in the graduate college. These standards 
clude degrees, experience, publications, etc. I doubt the efficacy of th 
standards—at least when they are administered by committees dra 


from many fields. The standards tend to be expressed in terms 


degrees, experience, seniority, and number of publications rather tl 


ability to lead graduate students toward professional competer 


Urquestionably degrees and experience are desirable. But I doubt t 
this condition should be applied to every member of a graduate st 
I even question the frequently stated proposition that every mem 


. of a graduate staff should have had. research experience or should 


actively engaged in research. It seems to me that the.standards fo 
graduate staff should be applied. not to every individual but rather 
the entire staff viewed as a group organized to achieve certain p 
poses. Such a staff might well include individuals who would not m 
some of the more conventional academic standards. i 

As we look at the staff as a whole, however, we can say that it sho 
meet certain minimal standards. It should be composed largely 
persons of maturity, experience, scholarly accomplishment, and c 


: rently active research interests. It should also contain a suffici 


number of well-known and distinguished scholars to give the dep: 
ment status in the eyes of the profession-at-large. Without this 
cannot give its students confidence that they are studying with mer 
stature, it cannot give these students support in their later professio 
careers, and its degrees will be of inferior value in the labor market 


Diversity of Staff 

The staff should have diversity with respect to (1) substantive fic 
of specialization, (2) theoretical vs. empirical interests, (3) scient 
vs, policy interests, and (4) academic vs. practical experience, Isl 
comment briefly on each of these aspects of diversity. 

First, a sufficient number of substantive fields should be represen 
by staff members of graduate caliber to enable students to obt 
authoritative training in (1) the common core areas of econo 
theory, economic history, history of economic thought, and statist 
and (2) in at least three or fotr other major areas of economics.’ 


*Tf only the master’s degree is awarded, the number of areas outside the core neec 


ata minimum any ana ne ton 
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view of the importance of economic theory and the wide range of this 
field, it is possible that more than one staff member in this area would 
be essential It is not necessary or desirable, however, that every 
specialty within economics be represented. The attempt to do so may 
detract from rather than enhance the quality of the staff. Moreover, 
it is entirely legitimate for departments to concentrate more heavily in . 
those fields in which they are able to achieve distinction. But such 
specialization should not be achieved at the expense of inadequate 
coverage of the core fields and of a sufficient number oi other fields to 
permit breadth of training. In any case, good departments will be more 
than a collection of technicians and specialists. They will contain 
men of broad interests and philosophical predilections. 

Second, the staff should contain persons whose interests are primarily 
theoretical, some whose interests are primarily empirical, and others 
who combine these two approaches. Many existing departments have 

:not achieved balance in this respect. Some are composed almost ex- 
clusively of staff members interested in theory, others (fewer in 
number) are composed almost solely of men whose interests are pri- . 
marily empirical. I believe that in many departments steps should be 
taken, in their long-run planning, to correct these imbalances. 

Third, any graduate staff should include persons who are interested 
in the practical application of'econom?cs to problems of public and 
private policy, but at the same time should include persons who ap- 
proach economics from the point of view of pure science. I believe that 
considerable imbalance exists in many departments in this respect. 

Fourth, any graduate staff should contain persons who have had 
practical experience in government azd persons who have had prac- 
tical experience in- business, labor organizations, etc. While it is 
not necessary to include some staff members who have "carried a 
precinct or met a payroll," it is desirable to include persons who look at 
economics from the perspective of important practical affairs of which 
they have intimate knowledge. Fortunately, the number of academic 
economists who have had such experience is much larger today than it 
was a generation ago. This has been one cf the contributions to our pro- 
fession of the New Deal and of World War II. There is also an increas- 
ing tendency for academic economists to carry on part-time consulting 
and other professional activities in government and business while re- 
taining their university connections. Within limits this is wholesome. But 
it is a practice fraught with potential abuses. It has been reported that 
some staff members devote so much time to outside activities that they 
do not give adequate attention to their teaching and are unable to give 
time to students. Also, it is said that some staff members devote so 


“It would be desirable for all stzff members to be conversant with theory. 
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much of their energy to programmatic and ed koc research connected 
with their consulting functions that they no longer engage in funda- 
mental research designed to advance basic knowledge in the field. 
This problem is said to be even more serious because the heaviest de- 
mands from the outside are for the services of some of ‘our most 
distinguished and capable economists. It has even been said that whole 
departments are partially undermined by the outside pressures on their 
staff members. In my judgment this is a serious problem for the entire 
profession, While outside work is undoubtedly valuable, it should not 
become so great a preoccupation as to impair the educational and re- 
search programs of whole departments. The problem has become 
serious partly because the services of economists have been in great 
demand—and because academic economists have felt a responsibility 
to serve when they would help. A contributing factor has been the low 
salary scales in universities which have encouraged economists to take 
opportunities for extra income even when their intellectual interests 
might have dictated otherwise. These low academic salaries, which are 
oiten below the outside competitive market for economists, are ex- 
plained partly by the necessity of keeping salaries in line with those of 
professors in fields having fewer alternative opportunities. One wonders 
if universities might not be wise, from the long-run social point of. 
view, to pay salaries nearer to the competitive level for persons whose 
outside market value exceeds their academic salaries. At any rate, the 
o5jective is to build staffs in which there is reasonable contact with the 
outside world and thus to bring authentic knowledge of worldly issues 
to teaching and reséarch in economics. 

In the above discussion I do not mean to imply that diversity should 
take precedence over all other goals in building a graduate economics 
faculty. Excessive preoccupation with diversity would almost surely re- 
sult in mediocrity. In the interests of balancing up the team, more 
competent scholars would often be passed over in favor of second-rate 
men. Nevertheless, the need for diversity cannot be wholly ignored in 
staff policy. It is one important factor, though not the only one. 

In discussing diversity, one is tempted to add a fifth respect in which 
a graduate staff should be diversified, namely, ideological orientation. 
It can be argued (1) that the safest antidote to ideological bias is a 
staff which includes persons having a variety of viewpoints, and (2) 
that students should be under the tutelage of a group of able persons 
representing a wide range of ideological positions and should be free 
to develop their own views in an environment which is ideologically 
neutral. But there are grave dangers in too meticulous concern about : 
“balance” in this respect, especially when this involves weighing 
ideological considerations in the appointment of individual staff mem- 
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bers. It aul be intolerable if individual academic. appointments were 
made on the basis of applicants’ political views rather than on the 
basis of professional competence. Therefore, it would seem a sounder 
procedure to achieve ideological diversity as a by-product of diversity 
with respect to special field, methodological approach, experience, 
and educational origin rather than by scrutinizing each candidate's 
beliefs. If genuine diversity in all these other reSpects is achieved, the 
' probabilities are high that reasonable ideological diversity will also be 
achieved. 

In order to achieve a desirable degree of diversity in the respects 
mentioned, a graduate department should include a substantial num- 
ber (at least 6 or 8) staff members who devote substantial amounts 
of time to graduate teaching and related activities. The program 
should be arranged so that all, students actually have contact with as 
many of the staff members as possible. For this purpose the prevalence 
of year-long graduate courses with one professor should be examined 

"with a view to having each student study for shorter periods with a ` 
larger. number of staff members. This would help to prevent tendencies 
of students to become disciples of particular professors. Such a relation- ' 

. ship usually involves slavish acceptance by the student of the pro- 
fessor's ideas and prevents the student from achieving genuine intel- 
lectual independence. 

The requirement of diversity calls for the selection of staff from 

varied sources. There is no place for inbreeding on a graduate faculty 
of economics. Additional diversity can be obtained by occasionally em- 
ploying visiting professors who can be useful in introducing new ideas 
and approaches and also in bringing an outsider's evaluation of existing 
practices, 


Student Body 


A graduate student body oí small numbers presents certain ad- 
vantages. With small numbers, it is possible to achieve close personal 
relations between students and staff members, and to give individual 
attention to students. À small student body also contributes to friendli- 
ness and informality. But smallness in number of students can be 
overdone. There are important educational advantages, even apart from. 
considerations of cost, to be attained through larger numbers of stu- 
dents. Many professors feel that graduate enrollments of 10 or 20 or 30 
are small for the most effective work. Many feel that an optimum 
graduate enrollment would be perhaps 50 or more. 

There are many advantages of larger size: (1) graduate classes 
(separate from undergraduate classes) can be justified, (2) such classes 


“The number might be somewhat less if only the master's Cegree is awarded. 
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can have enough students (including at least a few very good ones) to 
permit active group discussion, inter-stimulation, and competition, (3) 
accurate evaluation of individual students is possible since student 
accomplishments can be rated in terms of averages and dispersions 
for large numbers, (4) a kind of impérsonal relationship between teach- 
ers and students can þe established that makes for objectivity in the 
judgment of students and eases the burden of failing them when it is 
necessary to do so, (5) larger numbers helps to create an environment 
in which students learn from each other through informal discussions 
outside the classroom, (6) with larger numbers there is less concern 
about maintaining or building enrollments and hence standards can 
be more rigorously maintained, and (7) a larger student body is” 
likely to be more diverse as to interests, background, geographic origin, 
etc., and therefcre more stimulating. These are important and persua- 

sive considerations, They point toward the conclusion that a graduate . 
program can seldom be conducted effectively with a handful of students 

and that there are genuine economies of scale to be had in terms not 

only of cost but of educational effectiveness, 

At the other extreme numbers can become too large unless staff and 
facilities can expand proportionately. With too many students, the evils 
of large classes and excessive impersonality begin to appear. And 
there may be disadvantages to very large size even if a high ratio of . 
staff and facilities to students is maintained? From many discussions 
with teachers and administrators, I have gathered that graduate classes 
and seminars of perhaps 5 to 15 students are considered optimal, and 
that classes which lie very. far outside these limits are not likely to 
meet the educational ideal. 

. Facilities 

. The minimal facilities for graduate work include an adequate library" 
and necessary equipment for statistical research. In Chapter 10, I 
suggested the desirability of a research environment in which various 
kinds of investigations are being actively pursued. This presupposes 
. scme clerical staff and facilities for collecting, tabulating, and analyz- 
ing data. Other facilities which are highly desirable include office space 
for students and common rooms where graduate students and faculty 
may fraternize. The làtter are found effective as a méans of stimulating 

extra-curricular discussion and. group morale. 

* In discussing the relative advantages of various sizes of graduate student bodies, it was 
assumed that admission standards and student requirements are held constant. If large 
enrollments are attained by lowering entrance and other Sle the above arguments 
do not apply. 


" See Robert B. Downs, “Leading American Library Collections,” The Library Quarterly, 
July 1942. ` , 
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A Note on Economies of Scale in Graduate Education 


As indicated earlier, graduate training is sometimes conducted as 
an incidental by-product of an undergraduate program: graduate stu- 
dents attend advanced undergraduate classes, carry on independent 
study, and write theses under the guidance of individual professors for 
whom the chore of supervision is considered an uncompensated addition 
to an already full teaching load. Under these conditions, graduate edu- 
cation is virtually without monetary cost. Indeed if it provides a supply 
of assistant teachers who receive less than the going rate for their 
services, it may actually show a profit. If, on the other hand, 2 separate 
graduate program of the type recommended is to be provided, the cost 
is substantial. 

In this section, I shall try to indicate the order of magnitude of the 
cost of a minimal graduate program and the relation of the graduate 
enrollment to this cost. In so doing, I shall make several arbitrary 
assumptions about the nature of the program and of the student body: 
(1) that the graduate program is minimal in scope and range of 
offerings, including only 16 one-semester graduate courses and seminars 
of which 8 are offered each semester; (2) that the standard teaching 
load for staff members is three courses; (3) that the average annual 
salary per staff member is $7,000; (4) that one-half the students are 
first-year students, all of whom are required to write-master’s theses, 


one-quarter are second-year students, and one-quarter are third-year | 


students all of whom are required to write doctoral dissertations; nd 
(5) that the supervision of five theses or dissertations is considered 
equal to one course in the teaching load of staff members. 

The fixed costs will include staff salaries for teaching courses and 
seminars and for conducting research, and the outlays for a library and 
other physical facilities. If 8 courses are offered each semester, this 
will require 2-24 staff members (full-time equivalent) at a cost of 
$18,700. On the assumption that a substantial amount of research 
should be in progress in a graduate department, I shall suppose that the 
equivalent of 2 full-time staff members will be assigned to research 
at a cost of $14,000. Library and other facility costs assignable to the 
graduate program I have set arbitrarily at $5,000 which is surely a very 
small figure. The total of these fixed costs is $37,700. 

The cost of thesis supervision is variable depending on enrollment. 
With the distribution of students by classes as assumed, one-fourth of 
them would be writing a doctoral dissertation each year and another 
one-fourth would be writing a master’s thesis each semester. At any 
given time, the number oi theses and dissertations in progress would 
be half the number of students. Since five theses or dissertations are 


— 
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considered equal to one course, 15 of them would require the equivalent 
of one full-time staff member at $7,000. ‘ 

With these hypothetical data, the relationship between enrollment 
and cost would be as shown in table 38. The right-hand column also 
shows the effect of enrollment on the number of students per class on 
the assumption that 8 graduate courses are offered each semester. 


TABLE 38.—HyeoTHETICAL RELATIONSHIP BETWEEN GRADUATE ENROLLMENT, 
Cost PER YEAR, AND SIZE OF CLASSES 








Total To tal Total Average ee í 
Enrollment fixed variable cost cost per students per 

cost cost student elüss 

10 $37,700 $ 2,333 $40,033 $4,003 1.3 
20 j 4,667 42,367 2,118 2.5 
30 7,000 44,700 1,490 3.8 
40 9,333 47,033 1,176 5.0 
50 11,667 49,367 987 6.3 
60 14,000 51,700 862 7.5 
70 16,333 54,033 : 772 8.8 
80 18,667 56,367 705 10.0 
90 21,000 58,700 652 10.3 
100 . 23,333 ^, 61,033. 610 12.5 
150 35,000 72,700 485 18.8 














In view of the large amount of. fixed cost (with constant variable 
cost) in the assumed program, average cost declines sharply as en- 
rollment increases; and in view of the assumption that the number of 
ccurses remains constant, the average size of classes increases as enroll- 
ment increases. Average classes do not exceed 10 students until the en- 
rcliment reaches 80. Therefore, assuming that classes averaging 10 
students each are not too large, it could be argued—both on educational 
and ünancial grounds—that a desirable enrollment might be 80 or more. 

The hypothetical case illustrated in table 38 is arbitrary and artifi- 
cial. Its only purpose is to illustrate the effect of enrollment on cost 
and on educational effectiveness. Nevertheless, it casts doubt on the 
desirability of offering graduate programs when enrollments are very 
small, or of instituting graduate programs when the prospects of ade- 
quate enrollments are slight. When true graduate programs are offered 
for small numbers of students, the cost is exorbitant and the educa- 
tional results not necessarily superior. 

One may ask: Why do so many departments go into the graduate 
business on a small scale? The answer, I think, lies basically in the 
feeling that there is prestige for the university, the department, and 
the staff in ‘the offering of graduste work, At some universities, depart- 
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ments have been urged to enter the graduate field by top administrators 
who bope to achieve greater standing for the entire institution in this 
way. Other institutions have entered the graduate field in a small . 
way because of a desire to serve students of the immediate area who 
may not be able to afford to attend a more distant graduate school. 

My general judgment on this subject, based on numerous con- 
versations and on the considerations presented above, is that the 
best environment for graduate work, other things equal, is one in which 
the number of students exceeds perhzps 40. In cases where only the 
master's degree is given, the minimum that would seem desirable would 
be perhaps 30 students. 

I have emphasized the disadvantages of small scale operation because 
that is the problem in most departments. At a few universities, espe- 
cially since the war, departments of economics have achieved very large 
graduate enrollments running up to several hundred. A great deal of 
adverse criticism has been directed toward these departments. It is 
likely that this criticism was partly justified. Classes have been large, 
faculty loads of thesis supervision have been heavy, students have 
encountered difficulty in getting personal attention from professors, 
many graduate classes have been taught by junior personnel, and facili- 
ties have not expanded to accommodate the increased load. At present, 
however, graduate enrollments in these institutions are apparently 
declining, and the problem may be disappearing. But if overcrowding in 
these few departments should persist, stricter limitation of enrollment 
might be desirable. 


Data on Staff, Enrollment, and Costs 


One of the questionnaires used in this study requested information 
on.graduate enrollments in economics and on the numbers and salaries 
of staff officially engaged in graduate instruction and/or research. 
Because of the difficulty of allocating staff-time between undergraduate 
and graduate activities, the data obtained were obviously very rough. 

Nevertheless, these data point to general conclusions regarding stu- 
dent-staff ratios and instructional costs for. graduate education in 
economics. Altogether, 37 departments, representing all sizes and types 
'of institutions, provided information. The most notable conclusion from 
these data, as shown in table 39, is the wide variability of graduate 
departments with respect to enrollments, size of staff, student-staff 
ratios, and costs per student. The differences. in scale of operation as 

- shown: by this table are not surprising, but the differences in cost seem 
so great as to suggest that some departments are wasteful in their 
expenditures on small numbers of students, and that others are devoting 
too little resources to graduate instruction. The limiting case of this 
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TABL? 39.—FREQUENCY DISTRIBUTION OF REPORTING GRADUATE DEPARTMENTS BY NUMBER 
or STAFF MEMBERS, STUDENT ENROLLMENTS, STUDENTS PER STAFF 
MEMBER, Starr Costs, AND Starr COSTS PER STUDENT* 


























Number of stai 
ee on ws members offi- ; 
cially engaged | Number cially engages | Number me e .| Namber 
ir graduate | ofdepart-e]| $5 graduate of depart- studentsan iof depart- 
Pe BERGH p instruction P residence 
irstruction ments or research ments 1951-52 ments 
aoe (full-time 
PES eue equivalents) 
0-3 3 1 4 0-9 4 
4-5 2 2 8 10-19 12 
6-7 9 3 6 20-29 6 
8-9 11 4 3- 30-39 4 
10-11 3 5 4 40-59 3 
12-14 4 6 5 60-79 4 
15 or more M 7-10 3 80 or more 4 
11 or mere 4 
Total 37 Total 37 Total 37 
Staff cost Staff cost 
RP Muse | RENE | unter | REM | ume 
(full-time ot depart- only (in 9: cepa and research |? OR D 
equivalent) ments hundreds cf ments (in hundreds mens 
dollars) of dollars) 
z 3 4 1-2 4 1-2 2 
4 5 3-4 9 3-4 6 
5 5 5-6 6 5-6 4 
6 7 7-8 2 7-8 2 
7-8 3 9-10 5 9-10 7 
9-10 4 11-15 4 11-15 6 
11-15 4 16-20 6 16-20 5 
16-20 3 ` 21-25 4 
20 oz more 2 26 or more 1 
Total 37 Total 36> Total 37 





* Schedule ITI: 37 institutions provided irformation on the subject out of 59 respondents. 
> No information from one respondent. 
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latter tendency is represented by several institutions (not included in 
table 39) at which graduate instruction is conducted without any staff 
or staff costs—in the sense that no separate graduate classes are 
-provided, no staff time is allotted to research, and the supervision of 
` theses is handled by staff members as an extra chore over and above 
their full undergraduate loads. 

There is wide diversity in the relation between student enrollment 
and staff costs per student. The several departments in any given en- 
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rollment class vary widely in size of staff and staff costs per student. 
For example, the staff in the four reporting institutions having enroll- 
ments between 30 and 39 students ranged from 2 to 12 persons (full- 
time equivalents). However, there is some correlation between en- 
rollment and cost, as shown by the average costs for departments in 
various enrollment brackets (see table 40). In general, those depart- 
ments with larger enrollments operate with higher student-staff ratios 
and with lower staff costs per student. That the differences in these 
averages are not greater is due to the fact that departments with small 
graduate enrollments tend to provide relatively less separate graduate 
instruction than departments with larger enrollments. Incidentally, the 


TABLE 40.—-RELATION OF STUDENT ENROLLMENT TO STUDENT-STAFF 
Ratios AND Costs FER STUDENT^ 














Average 
. ratio of Staff cost Staff cos: 
„Number of students P nud students per student: per student: 
1951-52 Rid i to staff instruction instruction 
mengs (full-time only and research 
equivalent) 
0-9 4 4.7 $1,393 $1,610 
10-19 12 5.1 1,021 1,459 
20-29 6 5.2 972 1,219 
30-39 4 5.6 602 875 . 
40-59 3 9.6 423 659 
60-79 4 10.4 340 568 
80 and over 4 8.0 563 905 
Total 37 
Average for the com- 
bined group 7.1 595 952 








a For source, see table 39, 


fact that the institutions with very large enrollments had a lower stu- 
dent-staff ratio and higher average cost per student than some of the 
middle-sized departments does not lead to the conclusion that graduate 
departments necessarily have a u-shaped cost curve. The relatively 
high cost for the large departments is explained by the fact that. these 
are distinguished departments with high salaries, heavy expenditures 
for research, and large and varied staffs. As shown in table 40, the aver- 
age staff cost per student for the 37 reporting institutions was $952. 

I do not wish to draw any firm conclusions from these data. Yet I 
think they do suggest an unevenness in the cost and quality of graduate 
work in economics offered in various institutions. They also indicate 
that graduate instruction is expensive, especially when conducted on a 
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smal scale. This, it seems to me, should give pause to those institutions 
which are contemplating entering the field, and also should raise ques- 
tions at other institutions regarding the desirability of leaving the 
field. But these are big issues in which many factors besides cost and 
eificiency are often decisive. 


Administrative Organization 


The discussion thus far has referred to the department of eco- 
nomics as though there were only one such department in each univer- 
' sity. This is, cf course, far from the actual situation at many institu- 
tions. It is perhaps more common for graduate training and research 
in economics and closely related fields to occur within each of several 
administrative units. Among these are: (1) the department of eco- | 
nomics, (2) the school of business, (3) the department of agricultural 
economics usually located in the college of agriculture, (4) the de- 
partment or school of home economics, (5) the college of law, (6) the 
institute of labor relations, (7) various area study groups such as the 
Russian institute or the institute for Latin American studies, (8) the 
institute of international relations, (9) the department of industrial 
management in the college of engineering, (10) the division of in- 
dustrial psychology in the department of psychology, and (11) other 
miscellaneous institutes, committees, commissions, task forces, etc., 
such as the institute of communications research, institute of public 
administration, division of social science research, or council on housing 
research. The purpose of this section is to consider the causes and 
consequences of this administrative fragmentation of economics. 

Historically, the process of fragmentation began 50 or more years 
ago with the widespread organization of schools of business. In recent 
years, however, the process has apparently speeded up as literally 
hundreds of special agencies having connections with economics haye 
been created. The resulting organization of the field is complex—some 
think chaotic. Economics, however, is not the only field in which this 
kind of fragmentation has occurred. Indeed, it is a widespread 
phenomenon, a marked characteristic of academic development in our 
time, 

The administrative fragmentation of the field of economics may be 
explained in terms of several objectives or forces. First, it has occurred 
as a result of the effort of universities to mobilize their resources to 
deal effectively with a wide variety of social issues, particularly those 
having inter-disciplinary aspects. Many of the schools and institutes 
have grown out of the attempt to achieve a workable administrative 
structure far fruitful interdisciplinary relationships. The labor relations 
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institutes have been notable examples of this; even the business schools 
have important interdisciplinary aspects. 

Second, the fragmentztion has occurred as a result of efforts to meet 
the demands for various kinds of specialized training in agricultural 
economics, business, lakor relations, international relations, housing, 
public administration, etc. While these instructional programs might 
have been carried on in conventional departmerits, it was thought that 
more practical or more realistic or more concentrated training might be 
given in a special admin:strative division. 

Third, the fragmentation has occurred as a way of seeking favorable 
public relations through creating special autonomous units which would 
establish and maintain contacts with special interest groups such as 
labor, agriculture, or business. An incidental purpose has been to 
emphasize work in areas having news value and popular appeal because 
of a direct relation to important issues of the day. 

Fourth, the creation oi these special units has occurred as a device 
for raising money. Apparently, it has been easier to obtain funds ior 
a special unit having an intriguing title and an assignment closely re- 
lated to current issues then to finance the same work in the traditional 
departments. The foundations have almost certainly contributed to the. 
fragmentation. A special situation has been the creation of separate 
departments of agricultural economics because of the availability of 
Federal funds for research and extension. The recent availability of 
Federal funds for contract research has also stimulated the further 
development of separate administrative units. 

Fifth, these special units have been created to give scope to the 
ambitions of energetic academic promoters or to reduce friction be- 
tween staff members with varying interests and points of view—espe- 
cially to separate those with theoretical interests from those with more 
“practical” or “programmatic” interests. This last has been a particu- 
larly important force in cavsing the separation of business schools from 
economics departments. 'T3ose economists whose interests have been 
relatively theoretical have often not been congenial colleagues for those 
of a more practical turn of mind. The former are sometimes considered 
visionary, impractical, and radical by the latter; and the latter are 
sometimes considered crass and mundane by the former. These atti- 
tudes are evident in many iastitutions. I regret to say that in some, the 
economic theorists are accused of intellectual snobbery, and as a result 
there are strong anti-theoretical attitudes on the part of persons in the 
applied fields. In some institutions, the pressure to organize separate 
divisions has resulted from an effort to relieve students of the require- 
ments (especially economic theory) of the economics department. This 
is one of the motives underlying the movement to offer a separate Ph.D. 
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in business administration and in agricultural economics. I have even 
heard the suggestion from a group of accountants that no student 
should be permitted to sit for the C.P.A. examinations unless he has 
been trained in a “school” of accountancy having a deai who reports 
directly to the president of the university. 

What are the consequences of this fragmentation from the point of 
view of graduate education in economics? In my judgment, many of the 
consequences are undesirable. Perhaps important ends have been at- 
tained through this administrative cutting up of economics but I 


` doubt if one of them has been improvement in the education of econ- 


omists or in the progress of the discipline. There are several principal 
consequences. First, the development of economics has been uneven— 
some fields such as agricultural economics, business, or labor, upon 
which large funds have been lavished, have been elaborated in great 
detail by an army of specialists, whereas other fields like consumer 
economics or economic history have been given relatively little sup- 
port. 

Second, various types of économiste; located in separate administra- 
tive units, have not been able to maintain as close communication with 
one another as would have been desirable. For example, the economics 
of the frm, as developed by economists, has been relatively out of 
touch with developments in the business or engineering schools; or the 
theory of wages has not always been informed by the knowledge of 
specialists in labor relations. Conversely, the students in business or 
labor relations have often lacked the benefit of developments in theory. 
It can be argued, of course, that administrative barriers can be sur- 
mounted by those who genuinely wish to keep up with developments 
throughout the field; I am convinced, however, that communication 
tends to be much closer when these barriers do not exist. 

Third, the training of economists tends to be more highly specialized 
and narrower when it occurs in separate administrative units than 
when it occurs in a more comprehensive unit. Students in business, 
agricultural economics, labor relations, etc., are likely to acquire less 
than optimal breadth—even for successful professional work in these 
fields. Similarly, students of general economics will often receive a 
narrower training in a department stripped of the applied fields than 
in a more inclusive department. 

Fourth, the specialized units tend to acquire close contacts with—and 
sometimes to be controlled by—the outside groups (especially business, 
agriculture, and labor) whose activities they are studying. This fosters 
ideological biases and leads to difficulties in maintaining academic 
freedom and scientific objectivity. Even the general economics depart- 
ment, when it has been divorced from the more practical aspects of 
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the field, probably tends to develop its own ideological biases. At - 
least, those in schools of business often charge economists with biases 
toward government planning, deficit spending, etc. Staff members of 
some business schools have reported to me that they advise their stu- 
dents not to take work ia the “radical” economics departments. 

Fifth, the specialized units tend to command a large share of the 
funds available for eccnomic research and thus starve the general 
economics department. There may also be a tendency among the 
institutes to engage in those kinds of research or other activities for 
which money can be raised without careful regard to the developm ent 
. of the entire field or to the progress of basic areas. 

Sixth, as a result of th2 setting up of many administrative units, the 
urgent problems close to great public issues of the day are handled in 
the specialized units, leeving only the more general and theoretical 
areas—which are less reiated to practical issues—for the department 
of economics, This means that the department tends to lose touch with 
the real world. At the same time the specialized units lose contact with 
the discipline and the contributions of theory, and tend to become 
"unintellectual"—to quote one business school dean. 

Seventh, the fragmenta-ion of the field, by dividing the student body 
into several separate groups, sometimes prevents any of the admin- 
istrative units from achieving the enrollments needed for efficient opera- 
tion, 

TThis is a strong indictment of the fragmentation which has become : 
. So widespread. Some of my critics think it an exaggerated indictment, 

as it may well be. It may be readily conceded that the problem does not 
exist in every university. In some institutions the fragmentation has 
been only skin deep—it ha3 affected form, not substance. In some cases 
useful results have been achieved through the creation of new ad- 
ministrative units. In some institutions, the several administrative 
subdivisions have worked out well-balanced programs and harmonious 
relationships. Nevertheless, I maintain that there is a serious problem. 

What is to be done about the administrative organization of eco- 
nomics? Perhaps nothing can be done. We may be at the mercy oi great © 
social and intellectual forces which are bringing about a revolution in the 
classification and relationship of various fields and sub-fields. Perhaps 
it is too much to expect that in a field as dynamic as economics we shal! 
ever be able to crystallize an organizational pattern. Yet I believe 
there are certain principles which ought to govern in this matter. The 
basic problem is one of the relationship among substantive areas which 
at one time were considered to fall wholly or partly within economics. 
But the problem appears elso in the relationship between the eco- 
nomics and other areas which have traditionally been assigned to other 
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fields, e.g:, sociology, political science, law, psychology, philosophy, etc. 

First, the integrity of the traditional field of economics should -be 
protected so far as practicable, and no parts of economics should be 
removed to other administrative units unless the reasons for doing 
so ete overwhelming. The burden of proof for so doing should be on 
those who propose the change, and adventitious circumstances or 
temporary expediency’should seldom govern. 

Second, in many cases, it will be possible to accomplish objectives 
by establishing ad hoc curricula or ad hoc research teams within depart- 
ments of economics or through interdepartmental cooperation—rather 
than by organizing new administrative units.*The problems have often 
been satisfactorily solved in this way. When, for purposes of public 
relations or money-raising, it seems desirable to create new adminis- 
trative units, they should whenever possible be placed within rather 
than outside departments of economics. 

Third, all economists in a university should be in communication with 
one another. This is facilitated by having their offices in close prox- 
imity, by their having a formal connection with the economics de- 
partment, and by providing seminars and discussion groups at which 
they can learn about each other's work. In this connection communica- 
tion is a two-way process. It is frequently reported that theoretical 
economists are more interested in outward rather than inward com- 
munication. Many staff members of business schools, labor relations 
institutes, and departments of agricultural economics complain that 
they have not been able to establish a two-way communication with the 
economists of the economics department. 

Fourth, at least the common core fields oi economic theory, eco- 
nomic history, and history of economic thought should be retained in 
the economics department which should do the teaching of these sub- 
jects for all students regardless of their administrative affiliation. 

Fifth, general economics departments should develop special courses 
for students whose major interest lies in fields related to economics but 
who are not to become primarily economists, for example, students of 
accounting, of industrial management, of industrial psychology, etc. To 

'expect these students to meet the same requirements as majors in 
economics is unreasonable. It can lead only to friction and to efforts to 
by-pass the department. Many cases have been reported to me of 
students, in various fields marginal to economics, who have been pre- 
vented from getting their Ph.D.’s because of unwillingness or inability 
to meet theory requirements designed for economics majors. Some 
departments have tried to meet this situation by holding the require- 
ment but altering the courses, thus diluting the training of their own 
economics majors. This, I feel, has been unwise. 
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Finally,-sixth, I believe that many of the organizational difficulties 
could be prevented or overcome if all of the social sciences and their 
related applied fields could be brought together into one large ad- 
ministrative unit having a flexible departmental structure. Such ar 
administrative unit, if under capable leadership, would facilitate com- 
munication among the staff-members within each discipline and also 
communication among staff-members of related disciplines. It would 
simplify the administrative problems involved in .developing inter- 
disciplinary programs. It would help to maintain closer and mutually 
helpful connections between basic and applied fields. It would help 
to break down the rigid administrative and intellectual lines that sepa- 
- rate various disciplines. 

But even when all of these things have been done, many of the 
organizational problems will remain. These are problems we must 
live with in an intellectual world which does not lend itself to neat 
compartmentalization.* 


Evaluation of Departments 


In any discussion of educational institutions, their staffs and their 
facilities, the question inevitably arises as to what devices might be 
employed to stimulate existing departments to improve, or to prevent 
unqualified departments from continuing in (or entering) the field. One 
answer to this is, of course, demand and supply. This is not a complete 
answer, because the incentives to the supply of graduate work are not 
always confined to the meeting of a demand. Moreover, the consumer is 
not always able to choose intelligently, and often is influenced by 
subsidies, by personal relationships, or by the convenience of remaining 
near home. 

A second answer is the pressure of opinion within the profession. 
It is sometimes held that inferior graduate work will be found out, and 
that those responsible will lose caste within the profession; conversely, 
that superior graduate work will be recognized and will bring pro- 
fessional status and honor to those responsible. It is true that public 
opinion does exert considerable pressure in this respect. Unfortunately’, 
however, communication within the profession is far from perfect, and 
there are some departments of economics which have so lost contact 
with the outside profession that they do not feel the pressure of pro- 
fessional opinion. 

* For a discussion of the subject of fragmentation with reference to political science, see 
American Political Science Association, Report of the Committee for the Advancement of 
Teaching, Goals for Political Science, New York, 1951, pp. 86-97. On administrative rela- 
tionships between departments of economics and schools of business, see Horace Taylor 


(editor), “The Teaching of Undergraduate Economics,” American Economic Review 
(supplement), Dec, 1950, pp. 121-24. 
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A third answer is accreditation by an outside agency. Several pro- 
fessional associations have entered this field, e.g., the American Chemi- 
cal Society and the American Association of Collegiate Schools of 
Business. Apparently accreditation has sometimes achieved significant 
results, its greatest benefit deriving from the fact that it requires the 
careful study of standards and represents an important educational 
experience for all concerned.? As anyone connected with higher educa- 
tion knows, however, accreditation is also subject to abuses—especially 
because the standards tend to be weighted with those criteria which 
` are objective (number of staff, degrees, dollars spent, administrative 
organization, etc.) rather than with those qualitative considerations 
which are all-important in education. Sometimes, accreditation has 
monopolistic overtones, and it tends to impose uniformity and to dis- 
courage experimentation, Formal accreditation by an outside agency 
is far from a panacea, and I am not prepared to recommend that the 
American Economic Association at this time enter the business of 
accreditation. 

I believe, however, that graduate departments should from time to 
time subject themselves and their programs to examination by qualified 
outside members of the profession. I believe that every graduate depart- : 
ment should arrange for such an examination by an outside visiting 
committee at least every five years. The report of the examinating 
committee should be confidential for use by the department and the 
general administration of the university. The examining committee 
should be appointed not by the department to be examined but by 
the president or graduate dean of its university, or by an outside agency 
such as the American Economic Association. The Association should 
stand ready to cooperate both in formulating standards for judging 
departments and in nominating ad koc committees for investigating 
departments. The expense of this work should be borne by the univer- 
sity whose department is under review. 

To carry out this recommendation, the Association should establish 
a standing committee the function of which would be to formulate 
standards ior graduate education, to encourage universities to place 
their departments under review, and to nominate ad hoc committees 
for the investigation of particular departments. 

?For a discussion favorable to accreditation, see Association of American Universities, 


“Report of the Special Committee on Accrediting Graduate Study," Journal of Proceedings 
and Addresses, 1945, pp. 39-70. . 


Chapter 13 


INSTRUCTIONAL METHODS 


This chapter is in no sense a comprehensive treatment oi instruc- 
tional methods. It presents several issues and offers a few suggestions 
regarding procedures in the teaching of students of economics at the 
graduate level. 

7 ndependent Study 


A major issue in graduate study concerns the degree of independ- 
ence with which the student pursues his work. At the one extreme, 
his entire graduate program would consist entirely of a series of for- 
mal courses (American undergraduate style) with systematic cover- 
age of fields, specific assignments, and frequent examinations. At the 
other extreme, the student would be entirely on his own, his only 
requirement being that of satisfying an examining committee at the 
conclusion of his studies (European style). In the latter case, he would 
be free to attend lectures and seminars and to benefit from the guid- 
ance of faculty members, but his work would be entirely independent 
and he would be judged only by his final performance and not by his 
day to day work.* In practice, American graduate education :alls be- 
.tween these extremes, but there are substantial differences among 
institutions with respect to the degree of independence of students. In 
most, despite protestations to the contrary, graduate education is 
closer to the American undergraduate pattern than to the European 
pattern. Considerable emphasis is placed upon systematic courses, 
course examinations, hours of credit, residence, and the other aspects 
of American college routine. The deviations from the undergraduate 
pattern include the seminars in which special topics or problems are 
treated, a limited amount of independent study or research, and the 
writing of theses and dissertations. The various comprehensive exami- 
nations are supplementary to the examinations given in courses and 
seminars. Moreover, the comprehensive examinations are often 

*Several valuable papers on the teaching of economics in various countries were pre- 
sented at a meeting sponsored by the International Economic Association at Palloires 


(Haute Savoie), France in August 1951. These papers were published in mimeographed 
form. 


* On the whole, I favor the use of course examinations and grades, as well as a compre- 
hensive examination, in judging students. The former provide independent judgments cf 
the student in a variety of situations and by a variety of professors acting independently. 
'The latter provides only a single collective judgment. However, I believe that the com- 
prehensive examinations should cover fields and not courses. 
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merely additional examinations over particular courses rather than 
examinations covering entire “fields”—as they purport to be. The ques- 
tions which this situation suggest are: Would graduate education be im- 
proved if it represented a sharper breaking away from undergraduate 
procedures? Would it be desirable to place less emphasis on formal 
systematic courses and to give STEBIeE scope to seminars, independent 
‘study, and research?” 

Uniortunately, I do not know the answer to this question. Most 
departments are led toward undergraduate methods by the fact that 
many students bring to graduate study an inadequate intellectual back- 
ground. It seems necessary to drill them ‘systematically on funda- - 
mentals before letting them spread their wings. Yet I have the uneasy 
feeling that our procedures delay rather than advance intellectual 
independence and maturity. Particularly, I feel that something might 
be done for the more gifted students to relieve them of going through 
the routine of earning “credits” and meeting various formal require- 
ments. 

A promising proposal in this direction, with which Professor Fried- 
man of the University of Chicago is experimenting, would be a “work- 
shop" for selected second-year graduate students. They would devote 
their entire time to this enterprise. Onlv those students would be 
eligible who had adequate preparation in theory, statistics, and money 
prior to entering graduate school, and who had completed rigorous 
graduate work in the “core” fields during the first graduate year. Then, 
during the second year, they would devote full time each semester or 
quarter to one problem in a selected field. They would work on this 
problem in close consultation with the indicated professor, and de- 
velop a report in publishable form (or as nearly so as possible). Then, 
in the third year, the student would proceed to his dissertation. The 
workshop proposal has the advantage of giving students the opportu- 
nity for independent and concentrated work. 

Another possible method of achieving more independence would be 
greater use of seminars. Unfortunately, it seems that seminars have 
a way of degenerating into straight courses—so a sharp break with 
customary practice may be necessary to achieve the desired result. 
Still another device is to permit superior students to engage in inde- 
pendent study for “credit” under the guidance of one or more pro- 
fessors. 

Creative Activity 

A closely related problem concerns the balance between (a) active 
and creative work of students (solving problems, original writing, dis- 
cussing issues) and (b) passive and absorptive pursuits (reading and 
listening to lectures). A possible criticism of much graduate work is 
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that it consists too largely of the latter. While no one would argue that 
reading and listening are unnecessary, there is a real question as to 
whether the reading and listening that is done for its own sake and 
without problems to solve or questions to answer is as useful or mean- 
ingful as that which is directed toward specific problems and questions. 
An increase in the amount of creative work done by students would 
doubtless improve graduate education. This, incidentally, provides a’ 
strong argument for the retention of the master’s thesis or its equiv- 
alent. Some attention also might be given to planning the topics and 
schedules of the papers and problems a student will do for his various 
courses, This would maké it possible to space deadlines conveniently, 
and to provide for the inclusion of various kinds of topics, e.g., empiri- 
cal, theoretical, public policy, etc. 

Another type of creative activity is discussion not only in the class- 
room but outside. Apparently a serious lack in many departments, as 
reported by both students and faculty, is the dearth of facilities and 
the absence of traditions conducive to vigorous discussion, Common 
rooms, student offices, graduate dormitories, student clubs, and 
gatherings of students at faculty homes are all helpful in this regard. 
Universities located in small towns have an advantage in that a campus 
student life is possible. A requirement for.student discussion is an 
intellectual spirit which apparently requires leadership and the inter- 
action of vigorous personalities. Without this, even the most favor- 
able physical surroundings will not create an atmosphere of fruitful 
discussion.? 

A topic closely related to dependent and creative student work is 
the use of the problem or case method in instruction. So far as I 
know no one proposes that graduate education in economics ke con- 
ducted entirely by the case method. There are many who recognize 
the merits of this method for certain purposes and several experi- 
ments along this line are under way. The experience of the Harvard 
Graduate School of Business is well known, Also the several graduate 
schools of public administration have developed and used case ma- 
terials with apparent success. In dealing with problems of public 
policy, the use of cases would undoubtedly be helpful in the teaching 
of economics at the graduate level—especially as a way of dealing with 
public policy issues. The use of cases is of great utility in bringing 
economic principles into touch with reality, in illustrating the com- 
plexity of the real world, in showing the strength and limitations of 
economics, in demonstrating its relations to other areas, and in stimu- 

? On the general subject of independent study, creative activity, etc., see Horace Taylor 


(editor), “The Teaching of Unde-graduate Economics,” American Economic “Review 
(supplement), Dec. 1950, pp. 150-1, 154-5, 
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lating interest in the field. Those who have experimented with the case 
method in economics advise the use of a. few selected cases intensively 
analyzed rather than many superficially studied. However, it must 
be recognized that the difference between a “case” and an “illustra- 
tion" is only one of degree; many teáchers have been using the case 
method without so describing it or considering that they were depart- 
ing from conventionaf teaching methods. Indeed much of economic his- 
tory is, or could be, the study of cases. Yet something new and useful 
has been added when particular episodes in public policy formation are 
investigated carefully with the object in mind of “solving” the problem. 

The great difficulty in using the case mtthod of instruction is to 
find suitable materials for the presentation of cases to students. To 
meet this problem, the law colleges, the Harvard School of Business, 
and the Schools of Public Administration have been forced to devote 
enormous energies to the development.of case materials. To do the 
same for economics would require a similar major effort. Could the 
American Economic Association provide leadership in the development 
of case materials? I am inclined to think so. I suggest, therefore, that 
a committee on the case method of instruction be appointed to consider 
needs, to inventory present resources, and to plan methods of augment- 
ing these resources. The experience of the public administration group 
under the leadership of Dr. Harold Stein would be Craeg useful 
in this respect.* i 


Incentives and Rewards jor Distinguished Scholarship 


‘Graduate students probably do not need, and might resent, attempts 
to apply the elaborate system of awards, prizes, honorary member- 
ships, etc., which are used to spur undergraduate students on to greater 
accomplishment. However, something useful might be done to honor 
or reward those graduate studenis who have done distinguished work. 
The David A. Wells Prize at Harvard is an example of -a well-known 
award of this type. It would be possible for many graduate depart- 
ments of economics to do more than they now do to provide special 
incentives for exceptional work. Possible devices would be to publish 
outstanding theses and dissertations, to. award prizes for outstanding 
scholarship, or to. provide special honorary fellowships. The American 
Economic Association might enter this field by offering prizes for the 
best theses or dissertations, or by- publishing them completely or in 
abstract form. 

Standardized ‘Examinations 


a ` 
At present, most departments provide`comprehensive examinations 


*See Harold Stein (editor), Public Administration and Policy Development: A Case 
Bock, New York, 1952, 
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in written and/or oral form. The written examinations rely largely 
on broad general questions requiring fairly lengthy discussion, and 
the oral examinations are usually informal and relatively unplanned. 
There is reason to suppose that these examination procedures are not 
always as rigorous or as objective as might be wished. The difficulty 
of achieving good examination procedures is especially difficult in the 
departments having small numbers of students: This is true for two 
reasons: (1) the close personal relations of students and professors 
makes objective judgmert difficult and it makes the failing of a student, 
when necessary, a most painful experience; and (2) it is difficult to 
develop comparative startdards when the number of students is very 
small. Even in larger departments, the question arises as to how their 
standards and the quality of their students compare with those in other 
universities. n 

There are two possible solutions to this problem. One would be to 
employ outside examiners. Many professors favor this plan. It is com- 
mon in Europe, and is used by several liberal arts colleges in the 
United States. It presents, however, serious administrative and financial 
difficulties, especially when the number of students to be examined is 
small* A second possible solution would be the use of standardized 
examinations which would be given to students in many universities. 
Such examinations could be provided, for each of the principal fields, 
at the master's and the Ph.D. level. The papers from all universities 
would be judged by one committee, and the grades or scores reported 
on a confidential basis to each of the participating departments. The 
examination might be of the “essay” type or it might combine essay 
and objective questions. 

While no department would wish to rely entirely upon an outside 
standardized examination in judging its candidates, such a procedure 
would help both in judging the ability of students and in measuring 
the effectiveness of the department in selecting and educating stu- 
dents. The disadvantages of the outside examination are that it might 
lead to standardization, and that it might tend to divert the educational 
process from those areas which the professors consider important to 
those subjects which are likely to be covered on the examination. The 
influence of these factors is seen clearly, for example, in the education 
of accountants which is often gearéd to the objective-of passing the 
C.P.A. examination, Outside examinations for economists, I think, 
ought never occupy a position analogous to that of the C.P.A. examina- 
tions. They should be thought of as advisory and as supplementary 
to existing examination procedures. If conducted in this way, they 


* About half of the professors queried on this proposal were favorable and half opposed. 
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might exert a helpful influence toward clarifying objectives and toward 
raising the quality of graduate education in economics. : 

If such standardized examinations were to be given, who should 
administer them? This task might be carried on under the aegis of the 
American Economic Association possibly with the cooperation of a 
professional agency such as the Educational Testing Service.-I recom- 
mend that the Association explore the possibility of developing a 
program tor conducting nation-wide examinations for Emus students 
: in economics. 


Miscellaneous Suggestions 


In my visit to graduate departments of economics, I observed or 
heard about several educational devices which seem to work well and 
which might be employed more widely. These included the following: 


(1) Mimeographing and distributing seminar papers in advance of 
their presentation. 

(2) Publication of seminar papers, together with student critiques, 
after the papers have been presented, discussed, and revised. 

(3) Organization of small groups of students for review prior to 

| comprehensive examinations. 

(4) Examination of students on a list of important books as part 
of the comprehensive examinations. 

(3) Publication of examination questions for prior years. 

(6) Reading of written comprehensive examinations, for each field, 
by several professors each of whom does not know the judgment 
of any of the others. 

(7) Reading of written coti Nette examinations without the 
student names appearing on the papers. 

(8) A paid graduate student assistant to handle student relations, 
including social functions, use of common rooms, discussion 
groups, etc. 

(9) Credit given for proficiency examinations in lieu of certain 
courses—especially for superior students. 


Chapter 14 
GRADUATE STUDY IN ECONOMICS: A NATIONAL VIEW 


The precise number of universities in the United States and Canada 
which offer graduate work in economics is difficult to ascertain because 
the number fluctuates from year to year, and it is difficult to classify 
some institutions which theoretically offer graduate work but seldom 
or never actually award any advanced degrees. During the two years 
1949-50 and 1950-51, 126 U. S. institutions actually awarded one or 
more master's degrees in ecohomics.! And during the post-war years 
1945-6 through 1950-1, 67 institutions in the United States and Canada 
actually awarded one or more Ph.D.’s (see table 41). On the basis of - 
these figures, one would guess that there are zbout 135 institutions in 
the United States and Canada which offer and sometimes give graduate 
work in economics. Of these, perhaps 70 award beth the master’s degree 
and the Ph.D., and 65 give only the master's cegree. 


Enrollment and Number of Degrees 


In 1951-52 these institutions had a combined graduate enrollment in 
economics of roughly 3,000 students.” During recent years they have 
awarded about 800 master’s degrees in economics per year? and from 
200 to 400 Ph.D.’s.* 

No data are available on the trend in the number of master’s degrees 
awarded, but figures are available on the number of Ph.D.’s awarded 
over the period 1925-26 through 1950-51. These data are presented 
in table 43, and comparisons are made with the number of doctorates 
awarded in all fields. These figures show a generally rising trend in 


*The number awarding master’s degrees in 1950-51 was- 102 (see table 42) and in 
1949-50, 113. Some institutions awarded master's degrees in onlv one of these years, hence 
the figure 126 exceeds either of these numbers. See U. S. Office of Education, Earned De- 
grees Conferred by Higher Educational Institutions, 1949-30. Data for 1950-£1 were 
kindly made available to me by Mr. Robert C. Storey of th: Office of Education. 

* This estimate is based on enrollment figures supplied by 37 institutions. The total was 
estimated by adjusting the reported figures on the basis oi ratio of advanced degrees 
awarded by all institutions to the number awarded by the reporting institutions. 

* According to the U, S. Office of Education the following aumbers of master's degrees 
in economics were awarded (cf., table 42). 


1946-47 693 
1948-49 863 
1949-50 921 
1950-51 807 


* See table 43. 
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TABLE 41.—DocroRAL DISSERTATIONS IN ECONOMICS ACCEPTED BY 


AMERICAN UNIVERSITIES, 1925-26 to 1950-51* 





University 


American 
Boston 
Brockings 
Brown 
Bryn Mawr 


California (Berkeley) 


California (Los Angeles) 


Catholic 
Chicago 
Cincinnati 


Claremont 
Clark 
"Colorado 
Columbia 
Cornell 


Duze 
Duquesne 
Fletcher School 
Florida 
Fordham 


George Peabody 
George Washington 
Georgetown 
Harvard 

Tllinois 


Indiana 

Iowa 

Iowa State 
Johns Hopkins 
Kensas 


Kentucky 
Laval 
Louisiana 
Loycla 
McGill 


Maryland 
Massachusetts. 


1925-26 to 1934-35 | 1935-36 to 1944-45 


Number 


Percent | Number 


Fercent 





"1945-46 to 1950-51 


1.5 12 
= 6 
3.4 =e 
0.2 9 
0.1 2 
5.1 57 ° 
0.6 19 
6.3 75 
= 1 
0.3 7 
0.2 2 
9.6 150 
7.0 94 
0.4 16 
0.4 It 
EN 1 
0.2 5 
0.2 1 
0.6 4 
0.3 = 

10.5 121 
6.8 13 
0.2 1 
2.3 ° 35 
= 10 
2.6 17 
0.2 25 
= 1 
- 1 
ies 9 
= 3 

"9.2 uL 
0.2 








Number | Percent 
12 0.8 
3 0.2 
2 0.1 
40 2.7 
1 0.1 
13 0.9 
95 6.3 
1 0.1 
2 0.1 
7 0.5 
4 0.3 

132 8.8 
68 ' 4.5 
14 0.9 

2 0.1 
10 0.7 
1 0.17 
6 0.4 
3 0.2 

257 17.1 
66 4.4 
17 1.1 
46 3.1 
27 1.8 

6 0.4 
- 3 0.2 
8 0.5 
1 0.1 
6 0.4 
2 0.1 
2 0.1 
5. 0.3 
5 0.3 








* Source: C. S. Marsh (editor), American Colleges and Universities, American Council on 
Education, Washington, 1936; Doctoral Dissertations Accepted by American Universities, H. W. 
Wilson Co., New York, annual. Similar data on “Candidates preparing doctoral theses cover- 
ing the period 1904-50” are presented in L. A. Froman, “Graduate Studentsin Economics,” 
American Economic Review, Sept. 1952, p. 603, and Dec. 1942, p. 818. Because of rounding, 
percentage totais do not necessarilv eaual 100. 
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TABLE 41 (Continued) 


1925-26 to 1934-35 | 1935-36 to 194445 | 1945-46 to 1950-51 


























University | - | 

Number | Percent | Number | Percent | Number | Percent 
M.LT. — — — — 21 1.4 
Michigan 32 2.7 36 2.8 33 2.2 

Michigan State 2 0.2 — — 7 0.5 * 
Minnesota 35 3.0 51 3.9 48 3.2 
Missouri 4 0.3 3 0.2 8 0.5 
Nebraska 2 0.2 7 0.5 2 0.1 
New School _ — — — 8 0.5 
New York 9 0.8 56 4.3 46 3.1 
North Caroling 8 0.7 25 1.9 9 0.6 
Northwestern 29 2.5 39 3.0 23 1.5 
Notre Dame 2 0.2 1 0.1 — — 
Ohio State 25 2.1 51 3.9 47 3.1 
Oregon State — — — — 2 0.1 
Pennsylvania 76 6.5 25 1.9 42 2.8 
Penn State 1, 0.1 3 0.2 5 0.3 
Pittsburgh 2 0.2 21 1.6 17 1.1 
Princeton , 23 |: 2.0 23 1.8 16 1.1 
Purdue — — 7 0.5 25 1.7 
Radcliffe 16 1.4 11 0.8 21 1.4 
Rutgers 1 0.1. — — 2 0.1 
St. Louis 2 0.2 6 0.5 13 0.9 
. Southern Califcrnia 3 0.3 17 1.3 20 1.3 
Stanford f 35 3.1 18 1.4 15 1.0 
Syracuse 3 0.3 1 0.1 5 0.3 
Temple — — 5 0.4 3 0.2 
Texas T 0.6 22 1.7 34 2.3 
Toronto, — — 2 0.2 6 0.4 
Vanderbilt 3 0.2 7 0.5 6 0.4 
Virginia 21 1.8 24 1.8 25 1.7 
Washington (St. Louis) — — 9 0.7 3 0.2 
Washington (Seattle) 4 0.3 5 0.4 2 0.1 
Washington State — — — — 1 0.1 
Wisconsin 99 8.5 91 7.0 92 6.1 
Yale 31 2.7 18 1.4 24 1.6 
Other — — — — 3 0.2 
Total 1,166 | 100.0 |1,317 | 100.0 (| 1,501 | 100.0 





" 


number of doctorates in.economics with year to year variations appar- 
ently correlated with national income. Doctorates in economics as a per- 
centage of the total for all fields were apparently higher in the late 
1920's than since. 


GRADUATE STUDY IN ECONOMICS: A NATIONAL VIEW 211 


TABLE 42.—Master’s DEGREES IN Economics CONFERRED, 1950-513 














' University Number| Percent University Number| Percent 
Alabama 2 0.2 ([[|Michigan 29 3.6 
American 10 1.2  ||Michigan State 8 1.0 
Arizona 4 0.5  |{Minnesota 36 4.5 
Arkansas .4 0.5  j|Mississippi 4 0.5 
Baylor 10 1.2 Missouri 12 1.5 
Boston College 10 . 1.2 Montana 3 0.4 
Boston Universitv 12 1.5 Mt. Holyoke 2 0.2 
Brooklyn 1 0.1 Nebraska 12 1.5 
Brown ` 6 0.7  |[New Hampshire 2 0.2 
Bucknell 2 0.2 New Mexico 2 0.2 
Buffalo 1 0.1 New School 15 1.9 
California {all campuses) 30 3.7 New York 35 4.3 
Carnegie Tech. 1 0.1 Notre Dame 10 1.2 
Chicago 45 5.6 North Carolina 10 1.2 
Cincinnati 9 1.1 |/North Texas . 5 0.6 
Clark 3 0.4 = ||Ohio State 9 1.1 
Cclorado 3 0.4  |JOhio U. 2 0.2 - 
Columbia 64 7.9  |Oklahomz 2 0.2 
Connecticut 7 0.9  jiOklahoma A. & M. 1 0.1 
Cornell 3 0.4  llOregon 3 0.4 
Denver. 6 0.7  |Pennsylvania 21 ‘2.6 
Drake 7 0.9 Penn State 9 o1 
Duke 10 1.2  |Pittsburgh 26 3.2 
Florida 5 0.6  ||Prairie 1 0.1 
Florida State 3 0.4  ||Princeton 7 0.9 
George Peabody 2 0.2 Purdue 4 0.5 
Georgetown 1 0.1  |Rutgers 8 1.0 
George Washington 9 1.1 Sam Houston 1 0.1. 
Houston 4 0.5 |t. Louis 9 1.1. 
Idaho i 0.1 South Carolina 3 0.4 
Illinois 2.6  ||South Dakota 1 ' 0.1 
Indiana 1.7 South Dakota State 3 0.4 
Iowa 0.7 Southern California 8 1.0 
Iowa State 2.4 Southern Illinois 2 0.2 
Johns Hopkins 0.5 Southern Methodist i 0.1 
Kansas 0.6  ||Stanford 13 1.6 
Kansas State 0.7 Stetson ^3 0.4 
Kansas City 0.1 "Tennessee 2 0.2 
Kentucky 0.4 ‘Texas 15 1.8 
Louisiana 1.1 . |[Texas A and M 1 0.1 
Marquette 0.2. j|Texas College 3 0.4 
Maryland 0.4  |/Texas State 1 0.1 
Massachusetts 0.2 Tulane 1 0.1 
M.I.T. 0.4  |Utah 1 0.1 
Miami (Florida) 0.7 Utah State 1 0.1 
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' TABLE 42 (Continued) 





University Number | Percent University ~ Number | Percent 
Vanderbilt 6 0.7 Western Reserve 2 0.2 
Virginia 8 1.0 William and Mary 1 0.1 
Washington (St. Louis) 2 0.2 Wisconsin 35 4.3 
Washington (Seattle) 10 1.2 : 

Washington State 2 0.2 Wyoming 1 0.2 
Yale 6 0.7 

Wayne 5 0.6 — 

West Virginia 3 0.4 "Total 807 100.0 








' ^ Source: U. S. Office of Education. These data were kindly made available tc me in ad- 
vance of publication by Mr. Robert C. Storey, Head, Technical Services Unit. Because of 
rounding, percentage total does not equal 100. 


Concentration of Graduate Enrollments 


As shown in tables 44 and 45 the universities offering graduate work 
give widely varying numbers of degrees. More than a third awarded 
fewer than one doctorate per year on the average, since the war, and 
only six awarded 10 or more doctorates per year. About a third of the 
universities awarded one or two master’s degrees (in 1950-51) and 


TABLE 43.—DocrORAL DISSERTATIONS ACCEPTED BY AMERICAN UNIVERSITIES, 











1925-26 to 1950-51» 
Number Number 
Number | Total ie Number | Total Sonic 
Year ineco- | inall as per- Year in eco- | in all as per- 
nomics | fields | cent age of nomics | fields centage of 
total ` total 

1925-26 89 1368 6.5 1938-39 150 2928 5.2 
1926-27 101 1504 6.7 1939-40 141 3088 4.6 
1927-28 103 1548 6.6 1940-41 176 3526 5.0 
1928-29 120 1912 6.3 1941-42 181 3243 5.6 
1029-30 143 2078 6.8 1942-43 114 2689 4.2 
1930-31 138 2183 6.3 1943-44 97 2117 4.6 
1931-32 127 2368 5.4 1944-45 71 1576 4.5 
1932-33 134 2462 5.4 1945-46 103 1708 6.1 
1933-34 109 2620 4.1 1946-47 167 2587 6.4 
1934-35 103 2649 4.0 1947-48 203 3609 5.6 
1935-36 117 2683 4.4 1948-49 237 4853 4.9 
1936-37 127 2707 4.7 1949-50 392 6510 6.0 
1937-38 143 2768 5.2 1950-51 399 7417 5.3 


a Source: C. S, Marsh (editor), American Colleges and Universities, American Council on 
Education, Washington, 1936; Doctoral Dissertations Accepted by American Universities, H. W. 
Wilson Co., New York, annual. 
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TABLE 44.—FREQUENCY DISTRIBUTION OF UNIVERSITIES BY AVERAGE NUMBER OF 
DOCTORAL DISSERTATIONS ACCEPTED, 1945-46 To 1950-515 











Average number of 





doctoral dissertations Number of 
accepted per year universities 
0-0.4 i4 
0.5-0.9. 11 
0.1-1.4 10 
1.5-2.4 6 
3-4 u 
5-6 3 
7-9 . 6 
10-14 2 
15-19 2 
20-29 1 
30-39 5 = 
40-49 ; 1 
50 and over — 


Total . 67 
* See table 41 for basic data. 


TABLE 45.—FREQUENCY DISTRIBUTION OF UNIVERSITIES BY NUMBER 
or MASTER’S DEGREES AWARDED, 1950-51 


Number of master’s _ Number of 
degrees awarded à universities 


1-2 33 
3-4 20 
5-6 11 
7-9 13 
10-14 12 
15-19 3 
20-29 4 
.30-39 4 
40-49 1 
50 and over 1 


Total 102 








a See table 42 for basic data. 


only 10 awarded more.than 20. This suggests that a large part of the 
graduate work of the country is concentrated in a few institutions. 
Table 46 lists the 10 leading universities in number of Ph.D’s and 
master's degrees awarded and indicates the percentage of degrees 
granted by each. As shown in the table about 60 percent of all doctor- 
ates and 43 percent of all master's degrees are awarded by 10 insti- 
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tutions.? The remaining 40 percent of the doctorates are divided among 
57 other institutions and the remaining 57 percent of the master’s 
degrees are divided among more than 100 other institutions. 

These data on the distribution of graduate degrees among institu- 
tions raise the question cf whether graduate study is quantitatively too 
concentrated within a few institutions—or whether it is too widely 
dispersed among many institutions, or both. I have already considered 
economies of scale with reference to graduate education (Chapter 13). 
My tentative conclusion was that it is probably too dispersed—that 
better and more efficien: education would be possible if the student 
population could be drawn together into a somewhat smaller number 

. of institutions. 


TABLE 46.—LEADING INSTITUTIONS IN NUMBER OF ADVANCED 
DEGREES AWARDED IN ECONOMICS 











Ph.D. Master's degree 
f Percentage of Percentage of 
Ph.D.’s awarded all master’s * 
Rank Institution 1945-46 Rank Institution degrees awarded 
through 1949-50 and 
1350-51» 1950-51» 
1 | Harvard 17.1 1 | Columbia? 7.6 
2 | Columbia* 8.8 2 | Wisconsin? 4.7 
3 | Chicago" 6.3 3 | Chicago? 4.4 
4 | Wisconsin? 6.1 4 | New York* 4.3 
5 | Cornell 4.5 5 | Michigan 4.3 
6 | Illinois 4.4 6 | Pennsylvania 4.3 
7 | Minnesota? -3.2 7 | California 
8 | Towa 3.1 (all campuses) 4.1 
9 | New Yorke 3.1 8 | Minnesota? j 3.8 
10 | Ohio State 3.1 9 | Pittsburgh 2.8 
— 10 | Illinois 3.5 
Total 59.7 i oo 
42.8 











* See Table 1. Data refer to doctoral dissertations accepted. 
b Basic data from U. S. Office o? Education. 
* Among the first ten for both Fh.D.’s and master's degrees. 


I queried graduate professors on this point. With reference to doc- 
toral students, the most frequent answer was that the distribution of 
students is too highly concentrated and that too many institutions are 
offering graduate work, With reference to the master’s degree, there 
was less concern over the distribution of students. 

5 Six institutions are among the leading ten, for both the Ph.D. and the Master’s degree 
(Columbia, Chicago, Wisconsin, Illinois, Minnesota, and New York). Apparently the con- 
centration has not been so great for the post-war period as it was in pre-war years. 


Whereas the top 10 institutions in the period 1945-46 to 1950-51 produced 60 percent of , 
the doctorates, the ten leaders in 1938-39 to 1941-42 produced 66 percent of the doctorates. 
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In conversations on this subject, it was sometimes pointed out that 
excessive concentration of graduate students within a few universities 
might on the whole be disadvantageous in that it would reduce the 
amount of diversity in types of programs offered and in points of view 
represented. Hence it was thought desirable to maintain considerable 
freedom of entry into,the field of graduate education in economics, and 
not to move toward some sort of accreditation precedure which might 

limit the number of institutions too rigidly. Moreover, it was pointed 
- out that size alone is no guarantee of quality, and that in fact some of 
our most distinguished graduate departments are very small—some 
by deliberate choice. Nevertheless, my general judgment is that too 
many institutions are offering graduate work and competing for the 
relatively small flow of students. Ample diversity could still be main- 
tained if the number of institutions were substantially diminished. In 
point of fact, very little diversity is obtained merely through large 
numbers because most of the smaller institutions are very conservative 
and follow consistently the patterns of the larger ones. Today, most , 
of the experimentation and flexibility is to be found in the large and 
well-known institutions. 

My principal conclusion would be a word of caution to institutions 
which are considering entry into the graduate field, a suggestion to 
those already in the field marginally to consider whether withdrawal 
might not be wise. The conclusion stems in part from considerations 
of costs as presented in Chapter 12. 


TABLE 47.—TYPES or INSTITUTIONS FROM WHICH BACHELOR’s DEGREES WERE 
OBTAINED BY GRADUATE STUDENTS IN ECONOMICS 




















Former graduate 
Graduate students who 
students in received ad- 
residence vanced degrees 
1951-52 in 1939-40 or 
1949-50» 
Private universities, members of Association of Ameri- 
can Universities 16% 18% 
State universities or colleges, members of AAU 21 25 
Private universities, not members 15 11 
State universities or colleges, not members 9 15 
Private liberal arts colleges 16 17 
Municipal colleges or universities | 4 4 
Other 14 i 3 
Unknown f : (08 7 
"Total 100 | 100 


a Schedule IX: 140 respondents. 
b Schedule X- 218 recnondente 
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TABLE 48.—MIGRATION OF GRADUATE STUDENTS IN ECONOMICS: COMPARISON OF 
INSTITUTIONS Or BACHELORS, Master’s, AND DOCTORATE 














Former 
Candidates graduate 
7 preparing Graduste students 
; doctoral students | who received 
disserta- sin residence, | advanced 
tions, 1951-52 degrees in 
19518 1939-40 cr 
i 1949--50° 
All three different ! 14% 12% 1195 
Bachelor's and doctorate different! no masters 10 1 6 
All three the same 13 9 19 
Bachelor's and doctorate same; nc master’s 4 — 2 
Bachelor's and master’s same; doctorate different 14 9 10 
Master's and doctorate same; bachz2lor’s different 30 . 21 26 
Bachelor's and doctorate same; master's different 1 1 1 
Bachelor’s and master’s different; no doctorate — 27 9 
Bachelor's and master's same; no doctorate — 13 9 
Unknown 14 T 7 
Total 100 100 100 


® Source: “Forty-Eighth List of Doctoral Dissertations,” American Economic Review, Sept. 
1951, pp. 786-828. Tabulations included students whose theses were in preparation or had 
been completed and accepted. 

b Schedule IX: 140 respondents. 

* Schedule X: 218 respondents. 


At the other extreme, there are a few institutions (probably not 
more than 2 or 3) at which the number of students possibly exceeds 
the optimum. Such institutions might well consider limiting their 
enrollments. It is possible that general enrollment trends and the taper- 
ing off of G.I. benefits will accomplish the result without specific action. 


The Flow of Students 


As shown in table 47, graduate students in economics apparently took 
their bachelor's degrees in many types of institutions, though the 
great majority did their undergraduate work in larger “universities” 
rather than smaller “colleges.”* As they proceeded to graduate study, 
a substantial number stayed at the same institution for the master’s 
degree and some stayed on for the doctorate, but a majority moved 
to another institution at some point in their graduate careers. Table 48 
shows the institutional history of three groups of graduate students, and 
indicates the considerable tendency toward moving from one institution 


* Cf. L. A. Froman, "Graduate Stidents in Economics," American Economic Review, 
Sept. 1952, p. 607. 
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to another. Table 49 presents data on the geographic movement of 
graduate students during their graduate careers. This table indicates 
that a third to a half of the students took their graduate work in the 
same geographic region as their homes but that a majority took their 
graduate work elsewhere. 

When students were asked how they happened to select their gradu- 
ate institutions, a large minority mentioned such practical matters as 
geographic proximity to home, finances, and evening school. Another 


TABLE 49.— MIGRATION OF GRADUATE STUDENTS IN ECONOMICS: COMPARISON OF GEOGRAPHIC 
REGIONS oF Home Town, UNDERGRADUATE COLLEGE, AND 
INSTITUTION GRANTING HIGHEST DEGREE^ 














Former graduate 
7 Graduate students who 
students in received ad- 
residence vanced degrees 
1951-52» in 1939-40 or 
1949-502 
Allin same region ^" 31% 45% 
Allin different region 12 ^6 
Home town and undergraduate college same; highest : 
degree different 36 -26 
Home town and highest degree same; undergraduate 
college different 6 3 
Undergraduate college and highest degree same; home 
town different . 11 9 
Unknown 4 11 
"Total 100 100 


a Geographic region refers to the standard regions used by the U. S. Census. Home town 
was defined as “home town at the time you finished secondary school.” 

» Schedule IX: 140 respondents. 

e Schedule X: 218 respondents. 


large group mentioned the high standing of the institution or depart- 
ment. Surprisingly few mentioned desire to study with particular pro- 
fessors or type of work offered. 

In general, professors believe that diversity of graduate student 
population with reference to geographic origin and institution of 
bachelor’s degree is desirable. They also believe that it is good for stu- 
dents to have experience at more than one institution during their 
academic careers. A substantial number would prefer wider diversity 
as to geographic and institutional origins of their own student bodies. 
When questioned on what could be done to increase diversity, many 
mentioned greater financial aid with which to attract students and 
nearly as many mentioned departmental improvement. , 
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Specialization and Cooperation 


As I traveled about the country visiting graduate departments of 
economics, I was impressed with the lack of specialization and coopera- 
tion among institutions. The great majority of institutions are offering 
a fairly standardized program with broad coverage of many fields. 
Little effort is made by institutions to differentiate their offerings or 
to take advantage of their special resources. This is all to the good, to 
the extent that basic training in fundamentals is essential in the educa- 
tion of all economists. Yet one might have thought that particular 
institutions would attempt to develop distinction in special fields, for 
example, government and business, international economics, or labor 
relations. But one finds remarkably little of this specialization. 

Similarly, one finds impressively little cooperation among institutions 
—even among those located near each other. For example, there is 
apparently little tendency to encourage one's students to take spe- 
cialized work at other institutions—even wken the quality of such 
work may be superior. There is little exchange of faculty or participa- 
tion in the seminars of other universities. - 

There are notable exceptions to these generalizations, one of the most 
interesting being the cooperative graduate program offered by the 
group of colleges in Claremont, California. Yet the lack of specializa- 
tion and cooperation is almost everywhere more impressive than its 
presence. 

I do not have any clear recommendation as to what might be done 
about duplication, lack of specialization, and lack of cooperation. The 
Hotelling principle that competitors tend to converge toward the 
“middle” of the market may be at work here. At least it seems that 
each institution- might examine its own resources and potentialities 
carefully, and attempt to direct its activities toward those areas in 
which it can make the greatest contribution to the nation’s facilities for 
training economists. It is not necessary that every institution try to do 
‘everything. 


Facilities in Washington and New York 


The suggestion has been made frequently that a liaison agency is 
needed in Washington to represent and serve the graduate departments 

of economics throughout the country. This agency might perform a 
variety of functions. The following are some of those which have been 
suggested. 

First, the agency might maintain contact with the many students who 
are employed in Washington prior to completing their graduate work, 
and encourage and assist them in completing their graduate studies. 
Washington has become notable for the number of economists em- 
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ployed there who have completed all their graduate work “except the 
dissertation.” Presumably, then, the functions of the agency might range 
from "encouragement" or assistance to actual supervision of the writ- 
ing of dissertations. In the latter case, it would serve as representative 
_of the universities of original jurisdiction—the latter actually awarding 
the degrees. 

Second, the agency might offer seminars or courses which could 
be taken by students with or without credit in their home universities. 

Third, it might assist candidates by opening up sources of data or 
research information in Washington, or by offering advice or assistance 
in the carrying out of research projects. e 

Fourth, the agency might provide research associateships for young 
economists—either for graduate students or University staff members. 

Fifth, the agency might assist in organizing and administering a 
program for in-service training of graduate students who are employed 
in the Federal government. 

Sixth, it might provide an ongoing research program which students 
could observe. 

If all of these things were done, the agency would indeed be a busy 
place. But any one or more of these things would be useful, and the 
more the better. The main purpose of the agency, from the point of 
view of academic departments of economics, would be to provide oppor- 
tunities for students to gain experience in Washington and to en- 
courage and assist those students who are employed in Washington to 
complete their graduate studies. 

The question is: what agency might perform these functions? Many 
have suggested the Brookings Institution. From the point of view of its 
history, location, and facilities it would be ideal. I have discussed the 
matter with Dr. Robert D. Calkins, the new President of the Brookings 
Institution who tells me that he is interested in exploring the possible 
usefulness of this organization in the training of economists (though he 
is in no sense committed to any of the proposed functions listed above). 
I believe that the profession, perhaps represented by the American 
Economic Association, should attempt to promote the development of 
such facilities in Washington. 

It is also conceivable that’similar facilities could be provided in New 
York, for example, by the National Bureau of Economic Research. 
That institution already maintains close relationships with many uni- 
versities and already offers research associateships and fellowships to , 
young economists.’ 


“Adult” Education for Economists 


Finally, I shall consider the question of whether the economic pro- 
fession offers adequate facilities for its members to “keep up" with 


* 


220 THE AMERICAN ECONOMIC REVIEW 


current developments in the field. Tae principal facilities now em- 
ployed are professional journals, professional meetings, and contact 
. With colleagues. The latter is not available to many economists who are 
' in smaller colleges or in positions in business and government where 
> the number of professional colleagues is small. Professional meetings, 
as now conducted, are criticized by many as not helpful for educational 
purposes—though most consider them useful om other grounds. And 
there is a surprising amount of complaint directed toward the 
journals, which are charged with being too esoteric and theoretical. 

I do not wish to be associated with these criticisms; yet I feel that 
more and better facilitiesecould be provided. The following are some . 
suggestions: 

1. That sabbatical leaves should be available for all economists in- 

cluding those in small colleges, in government, and in business. 
It would be extremely helpful if economists in government and 
business could have extended pericds of time off to reflect and to 
reacquaint themselves with contemporary thought in economics. 

2. That a few leading universities might provide short courses or 

extended conferences intended primarily ior the teaching of eco- 
' nomics in smaller colleges. 

3. That the American Economic Asscciation might supplement the 
annual meeting by sponsoring smaller and more extended con- 
ferences on specialized subjects. A model of such conferences 
would be those sponsored by the International Economic Associa- 
tion, by the National Bureau of Economic Research, or by the So- 
cial Science Research Council. 


Appendix 
DESCRIPTION OF QUESTIONNAIRES 


Twelve separate quéstionnaires were utilized in the study. In the text 
of the report frequent references are made to those questionnaires by 
schedule numbers. The purpose of this appendix is to provide a brief 
description of each of these schedules. 

Schedule I was sent to chairmen of POEET of economics in 
institutions where there was some doubt as to whether graduate work 
is offered. Its purpose was to ascertain whether graduate work is 
offered and the number of degrees awarded during 1945-46 to 1950-51. 
Number mailed, 108; number returned, 61. 

Schedule II was sent to the chairmen of all departments of economics 
offering both the master’s degree and the Ph.D., and also of all other 

.departments which granted 4 or more master’s degrees (but no 
doctorates) in economics during the two years 1949-50 and 1950-51. 
Its purpose was to obtain data on practices and policies in the selec- 
tion and training of first-year graduate students in economics. The 
specific topics covered were: 

admission 

elimination of unfit students 

residence requirements 

credit and grade requirements 

foreign language requirements 

courses of study 

minor fields 

thesis 

examinations 

flexibility 

superior students 

advisory system 

placement 

plans for revision of program 

research 
Number mailed, 94; number returned, 68. 

Schedule III was sent to the same department chairmen as Schedule 
II. Its purpose was to obtain statistical data on staff, enrollments of 
first-year graduate students, financial assistance to students, and mail- 
ing lists of present and former first-year students. Number mailed, 
94; number returned, 59. s 
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Schedule IV was sert to staff members (other than department 
chairmen) who are engaged at least part-time in graduate instruction in 
economics in the institutions to which Schedules II and III were sent. 
Its purpose was to obtain opinions and judgments regarding present 
practices in the selection and training of first-year graduate students 
in economics. Specific topics covered were the same as those listed 
above for Schedule II. Number mailed, 99; number returned, 61. 

Schedule V was sent :o chairmen of all departments of economics 
which granted 3 or more Ph.D.’s in economics during the years 1945-46 
to 1950-51. Its purpose was to obtain information on the practices and 
policies in the selection aad training of candidates for the Ph.D. in eco- 
nomics. Its general purpose and coverage was similar to that of Sched- 
ule II. Number mailed, £3; number returned, 27. 

Schedule VI was sent zo the same department chairmen as Schedule 
V. Its purpose was to obtain statistical data, relative to the training 
of Ph.D. candidates, similar to that obtained in Schedule III on 
master's candidates. Number mailed, 53; number returned, 32. 

Schedule VII was sert to staff members (other than department 
chairmen) who are engaged at least part-time in graduate instruction 
` in economics in the institutions to which Schedules V and VI are sent. 
Its purpose was to obtain opinions and judgments regarding present . 
practices in the selection and training of candidates for the Ph.D. 
Specific topics covered were the same es those listed above for Sched- 
ule II. Number mailed, 72; number returned, 59.- 

Schedule VIII was adcressed to persons serving as economists in a 
wide variety of large bus:ness firms. The list to which it was sent was 
constructed with the advice of several active business economists: 
Walter E. Hoadley, Jr., Wesley Lindow, Roy L. Reierson, and John 
Wills. The purpose of tue questionnaire was to obtain information 
about the work of business economists, and to get their opinions and 
judgments regarding the training of economists for positions in private 
business. Number mailed, 103; number returned, 49. 

Schedule IX was sent to graduate students in residence during 
1951-52. Names and addresses of these graduate students were pro- 
vided by department chairmen who responded to Schedules III and VI. 
A questionnaire was sen{ to every third graduate student so listed. 
The purpose of the questionnaire was to provide personal data (age, 
geographic origin, prior education, employment, career plans) and 
opinions regarding graduzte study. Number mailed, 361; number re- 
turned, 140. 

Schedule X was sent to persons who received advanced degrees in 
economics in 1939-40 or 2949-50. Names and addresses of these per- 
sons were supplied by department chairmen who responded to Sched- 
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ules III and VI. A questionnaire was sent to every third person so 
listed. In addition, questionnaires were sent to all other persons who 
received the Ph.D. in 1939-40 or 1949-50 and who are members of the 
American Economic Association. The purpose of this schedule was 
similar to that of Schedule IX. Number mailed, 528; number returned, 
218. 

Schedule XI was sent to the chairmen of departments of economics in 
institutions which do zot give graduate work and which have enroll- 
ments of 2,000 or more as shown in the World's Almanac. 'The purpose 
of this schedule was to obtain the opinions of these academic employers 
of economists regarding graduate education. Number mailed, 203; 
-number returned, 89. 

Schedule XII was sent to a small list of leading supervisors of econ- 
omists in various agencies of the Federal Government. Its purpose was 
to obtain opinions of these persons regarding the training of economists. 
Number mailed, 48; number returned, 22. 
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OLIVER MITCHELL’ WENTWORTH SPRAGUE 
Thirty y- -ninth President of Ine American Economic Association, 1937 


Oliver M. W. Sprague ‘was bor: in : Somerville, ‘Massachusetts, April 
22, 1873. He diéd in Boston on May 24. 1953. 

He attended St. Johrisbury Academy, in Vermont before entering Har- 
vard College. From Harvard he received his B.A. degree, summa cum 
laude, in 1894, his A.M. in:1895, and his Ph.D. in 1897. (He was awarded 

` Litt.D. degree by Columbia in 1938.)" After a year of study in England, 
he returned to Harvard as an.assistant in economics. He seived as in- 
structor 1900-04 and as assistant: professor 1904-05, became professor of 
economics at the Imperial "University in Japat in. 1905; returned to the 
newly established Harvard Graduate School-of Business Administration 
in 1908; ànd: was appointed: Edmund Cogswell Converse professor in 
1913, which post he. occupied until’ 1941, when he became professor 
emeritus. : 

From 1980-38, Proféssor Sprague was- granted ives to serve as eco- 
nomic adviser to the Bank of England, and.in the early months of the 
New Deal, he served as financial arid exécutive: assistant to the Secretary 
of the United States Treasury. At other times he was adviser'to the Reichs- 
bank, the Bank of France, the Bank for International Settlements, and the 
League of Nations. 

As a member of the Gold Eos dad d ihe League di Nations and in 
his subsequent advisory role, Professor Sprague participated in final efforts 
to rhdintain the gold standard. He split with the New Deal in November, 
1933, óvér.the best means of promoting economic recovery. 

Professor Sprague’s-advice was also sought by private organizations. 
At the time of his death, he was director of the National Shawmut Bank 
cf Boston and a member of the advisory board of the Massachusetts In- 
vestors Trust. Until shortly before his death he was also an adviser to the 
General Motors Corporation on foreign exchange problems. 

When Professor Sprague served as President of the American Economic 
Association, lie started an innovation in program planning for the annual 
meetings. With the exception of one session devoted to Marxian econom- 
ics, the whole program (joint with the American Statistical Association ) 
was centered on the general topic of savings and investment, the leitmotiv 
being expréssed in the title of his presidental address, “The Recovery 
Problem in the United States.” 

Professor Sprague was à former president of the Harvard chapter of 
Phi Beta Kappa, a member of the American Academy of Arts and Sciences, 
and of the American Philosophical Society. He was the author ‘of History 
of Crises Under the National Banking System (1910), Banking Reform in 
the United States (1911), Theory and History y of Banking (1929), and 
Recovery and Common Sense (1934). 


No. 39 of a series of past presidents of the Association. 
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MATHEMATICAL, OR "LINEAR," PROGRAMMING: 
A NONMATHEMATICAL EXPOSITION. 


By RoBER7 DORFMAN* 


This paper is intended to set forth the leading ideas of mathematical 
programming' purged of the algebraic apparatus which has impeded 
their general acceptance and appreciation. This will be done by concen- 
trating. on the graphical representation of the method. While it is not 
possible, in general, to portray mathematical programming problems in: 
two-dimensional graphs, the conclusions which we shall draw from the 
graphs will be of general validity and, of course, the graphic representa- 
tion of multidimensional problems has a time-honored place in eco- 
. nomics. 

The central formal problem of economics is the problem of allocating 
scarce resources so as to maximize the attainment of some predeter- 
mined objective. The standard formulation of this problem—the so- 
called marginal analysis—has led to conclusions of great importance 
for the understanding of many questions oí social and economic policy. 
But it is a fact of common knowledge that this mode of analysis has not 
recommended itself to men of affairs for the practical solution of their 
economic and business problems. Mathematical programming is based 
on a xestatement of this same formal problem in a form which is de- 
signed to be useful in making practical decisions in business and eco- 
nomic affairs. That mathematical programming is nothing but a refor- 
mulation of the standard economic problem and its solution is the main 
thesis of this exposition. 

The motivating idea of mathematical programming is the idea of a 


* The author is associate professor of economics at the University of California, Berkeley. 
*The terminology of the techniques which we are discussing is in an unsatisfactory 
state. Most frequently they are called “linear programming" although the relationships 
involved are not always linear. Sometimes they are called "activities analysis," but this is 
not a very suggestive name. The distinguishing feature of the techniques is that they are 
concerned witk programming rather than with analysis; and, at any rate, “activities analy- 
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“process” or “activity.” A process is a specific method for performing 
an economic task. For example, the manufacture of soap by a specified 
formula is a process. So also is the weaving of a specific quality of 
cotton gray goods on a specific type of loom. The conventional produc- 
tion function can be thovght of as the formula relating the inputs and 
outputs of all the processes by which a given task can be accomplished. 

For some tasks, e.g., soap production, there are an infinite number of 
processes available. For others, e.g., weaving, only a finite number of 
processes exist. In some cases, a plant or industry may have only a 
single process available. , / 

In terms of processes, choices in the productive sphere are simply 
decisions as to which processes are to be used and the extent to which 
each is to be employed. Economists are accustomed to thinking ir. terms 
of decisions as to the quantities of various productive factors to be 
employed. But an industry or firm cannot substitute Factor A fcr Fac-, 
tor B unless it does some of its work in a different way, that is, unless 
it substitutes a process which uses A in relatively high proportions 
for one which uses B. Inputs, therefore, cannot be changed without a 
change in the way of doing things, and often a fundamental change. 
Mathematical programming focusses on this aspect of economic choice. . 

The objective of mathematical programming is to determine the 
optimal levels of productive processes in given circumstances. This 
requires a restatement of productive relationships in terms of processes 
and a reconsideration of the effect of factor scarcities on production 
choices. As a prelude to this theoretical discussion, however, it will be 
helpful to consider a simplified production problem from a common- 
sense point of view. 


I. An Example of Mathematical Programming 


Let us consider an hypothetical automobile company equipped for 
the production of both automobiles and trucks. This company, then, . 
can perform two economic tasks, and we assume that it has a single 
process for accomplishing each. These two tasks, the manufacture of 
automobiles and that of trucks, compete for the use of the firm's facili- 
ties. Let us assume that the company's plant is organized into four 
departments: (1) sheet metal stamping, (2) engine assembly, (3) 
automobile final assembly, and (4) truck final assembly—raw mate- 
rials, labor, and all other components being available in virtually un- 
limited amounts at constant prices in the open market. 

The capacity of each department of the plant is, of course, limited. 
We assume that the metal stamping department can turn out sufficient 
stampings for 25,000 automobiles or 35,000 trucks'per month. We can 
then calculate the combinations of automobile and truck stampings 
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whica this department can produce. Since the.department can accom- 
modate 23,000 automobiles per month, each automobile requires 
1/25,000 or 0.004 per cent of monthly capacity. Similarly each truck 
requires 0.00286 per cent of monthly capacity. If, for example, 15,000 
automobiles were manufactured they would require 60 per cent of 
metal stamping capacity and the remaining 40 per cent would be suffi- 
cient to produce stampings for 14,000 trucks. Then 15,000 automobiles 
and 14,000 trucks could be produced by this department at full opera- 
tion, This is, of course, not the only combination of automobiles and 
trucks which could.be produced by the stamping department at full 
operation. In Figure 1, the line labeled “Metal Stamping” represents all 
` suca combinations. 
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FicunE 1. CHOICES OP=n TO AN AUTOMOBILE FRM 


Similarly we assume that the engine assembly department has 
monthly capacity for 33,333 automobile engines or 16,667 truck 
engines or, again, some combination of fewer automobile and truck 
engines. The combinations which would absorb the full capacity of the 
engine assembly department are shown by the “Engine Assembly” line 
in Figure 1. We assume also that the automobile assembly department 
can accommodate 22,500 automobiles per month and the truck assembly 
department 15,000 trucks. These limitations are also represented in 
Figure 1. 

We regard this set of assumptions as defining two processes: ‘the 


: 
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production of dinie and the production of trucks. The process 
of producing an automobile yields, as an output, one automcbile and 
absorbs, as inputs, 0.004 per cent of metal stamping capacity, 0.003 
per cent of engine assembly capacity, and 0.00444 per cent of autcmo- 
bile assembly capacity. Similarly the process of producing a truck 
yields, as an output, one truck and absorbs, as inputs, 0.00286 Der cent 
of metal stamping capacity, 0.006 per cent of engine assembly capacity, 
and 0.00667 per cent of truck assembly capacity. 

The economic choice facing this firm is the selection of the rumbers 
of automobiles and trucks to be produced each month, subjec: to the 
restriction that no more than 100 per cent of the capacity of any depart- 
ment can be used. Or, in more technical phraseology, the choice con- 
sists in deciding at what level to employ each of the two available 
processes. Clearly, if automobiles alone are produced, at most 22,500 
units per month can be made, automobile assembly being the efective 
limitation. If only trucks are produced, a maximum of 15,000.units per 
month can be made because of the limitation on truck assembly. Which 
of these alternatives should be adopted, or. whether some combination 
of trucks and automobiles should be produced depends on the relative 
profitability of manufacturing trucks and automobiles. Let us assume, 
to be concrete, that the sales value of an automobile is $300 greater 
than the total cost of purchased materials, labor, and other direc: costs 
attributable to its manufacture. And, similarly, that the sale value of a 
truck is $250 more than the direct cost of manufacturing it. Then the 
net revenue of the plant for any month is 300 times the number of auto- 
mobiles produced plus 250 times the number of trucks. For example, 
15,000 automobiles and 6,000 trucks would yield a net revenue of 
$6,000,000. There are many combinations of automobiles and trucks 
which would yield this same net revenue; 10,000 automobiles and 
12,000 trucks is another one. In terms of Figure 1, all combinations 


: with a net revenue of $6,000,000 lie on a straight line, to be specific, 


the line labelled $6,000,000 in the figure. 

A line analogous to the one which we have just described corresponds 
to each possible net revenue. All these lines are parallel, since their 
slope depends only on the relative profitability of the two activities. 
'The greater the net revenue, of course, the higher the line. A few of the 
net revenue lines are shown in the figure by the dashed parallel lines. 

Each conceivable number of automobiles and trucks produced cor- 
responds to a point on the diagram, and through each point there 
passes one member of the family of net revenue lines. Net revenue is 
maximized when the point corresponding to the number of automobiles 
and trucks produced lies on the highest possible net revenue line. Now 
the effect of the capacity restrictions is to limit the range of choice to 
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outputs which correspond to points lying inside the area bounded by 
the axes and by the broken Ene ABCDE. Since net revenue increases 
as points move out from the crigin, only points which lie on the broken 
line need be considered. Bezinning then with Point A and moving 
along the broken line we see that the boundary of the accessible region 
intersects higher and higher net revenue lines until point C is reached. 
From there on, the boundary slides down the scale of net revenue lines. 
Point C therefore corresponds to the highest attainable net revenue. At 
point C the output is 20,370 automobiles and 6,481 trucks, yielding a 
net revenue of $7,731 A81 per month. 

The reader has very likely noticed that this diagram i is by no means 
novel." The broken line, ABCDE, tells the maximum number of auto- 
mobiles which can be produced in conjunction with any given number 
of trucks. It is therefore, apart from its angularity, a production oppor- 
tunity curve or transforma-ion curve of the sort made familiar by 
Irving Fisher, and the slope of the curve at any point where it has a 
slope is the ratio of substitution in production between automobiles 
and trucks. The novel feature is that the production opportunity curve 
shown here has no defined slope at five points and that one of these five 
is the critical point. The dashed lines in the diagram are equivalent to 
conventional price lines. 

The standard theory of production teaches that profits are maxi- 
mized at a point where a price line is tangent to the production oppor- 
tunity curve. But, as we have just noted, there are five points where our 
production opportunity curve has no tangent. The tangency criterion . 
therefore fails. Instead we find that profits are maximized at a corner 
where the slope of the price line is neither less than the slope of the 
opportunity curve to the left of the corner nor greater than the slope 
of the opportunity curve to zhe right. 

Diagrammatically, then, mathematical programming uses angles 
where standard economics uses curves. In economic terms, where does 
the novelty lie? In standard economic analysis we visualize production 
relationships in which, if there are two products, one may be substi- 
tuted for the other with gradually increasing difficulty. In mathemati- 
cal programming we visualize a regime of production in which, for. any 
output, certain factors will be effectively limiting but other factors will 
be in ample supply. Thus, in Figure 1, the factors which effectively . 
limit production at each point can be identified by noticing on which 
limitation lines the point lies. The rate of substitution between products 
is determined by the limiting factors alone and changes only when the 
designation of the limiting factors changes. In the diagram a change in 
the designation of the limiting factors is represented by turning a 
corner on the production opportunity curve. 
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We shall come back to this example later, for we have not exhausted 
its significance. But now we are in a position to develop with more 
generality some of the concepts used in mathematical programming. 


II. The Model of Production in Mathematical Programming 


A classical problem in economics is the optimal utilization of two 
factors of production, conveniently called capital and labor. In the 
usual analysis, the problem is formulated by conceiving of the two 
factors as cooperating with each other in accordance with a production 
function which states the maximum quantity of a product which can be 
obtained by the use of stated quantities of the two factors, One con- 
venient means of representing such a production function is an “iso- 
quant diagram,” as in Figure 2. In this familiar figure, quantities of 
labor are plotted along the horizontal axis and quantities oi capital 
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FIGURE 2. AN IsoQUANT DIAGRAM 


along the vertical. Each of the arcs in the body of the diagram corre- 
sponds to a definite quantity of output, higher arcs corresponding to 
greater quantities. 

If the prices per unit of capital and labor are known, the combina- 
tions of labor and capital which can be purchased for a fixed total 
expenditure can be shown by a sloping straight line like CC’ in the 
figure, the slope depending only on the relative prices. Two interpreta- 
tions follow immediately. First, the minimum unit cost of producing the 
output represented by any isoquant can be achieved by using the com- 
. bination of labor and capital which corresponds to the point where that 
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isoquant is tangent to a price line. Second, the greatest output attain- 
abl with any given expenditure is represented by the isoquant which is 
tangent to the price line corresponding to that expenditure. 

‘This diagram and its analysis rest upon the assumption that the two 
fectors are continuously substitutable for each other in such wise that 
if -he amount of labor emplcyed be reduced by a small amount it will 
be possible to maintain the quantity of output by a small increase in 
the amount of capital employed. Moreover, this analysis assumes that 
each successive unit decrement in the amount of labor will require a 
slizhtly larger increment in the amount of capital if output is to remain 
coastant. Otherwise the isoquants will not dose the necessary shape. 

All this is familiar. We call it to mind only because we are about to 
develop an analogous diagram which is fundamental to mathematical 
programming. First, however, let us see why a new diagram and a new 
' approach are felt to be necessary. 

The model of production which we have just briefly sketched very 
lixely is valid for some kinds of production. But for most manufactur- 
irg industries, and indeed all production where elaborate machinery is 
used, it is open to serious objection. It is characteristic of most modern 
machinery that each kind of machine operates efficiently only over a 
` narrow range of speeds and that the quantities of labor, power, mate- 
rals and other factors which cooperate with the machine are dictated 
rather inflexibly by the machine's built-in characteristics, Furthermore, 
et any time there is available only a small number of different kinds 
cf machinery for accomplishing a given task. A few examples may 
make these considerations more concrete. Earth may be moved by hand 
shovels, by steam or diesel shovels, or by bulldozers. Power shovels and 
bulldozers are built in only a small variety of models, each with inher- 
ent characteristics as to frel consumption per hour, number of opera- 
zors and assistants required, cubic feet of earth moved per hour, etc. 
Printing type may be set by using hand-fonts, linotype machines or - 
monotype machines. Again, each machine is available in only a few, 
models and each has its own pace of operation, power and space re- 
quirements, and other essentially unalterable characteristics. A mo- 
ment’s refiection will bring to mind dozens of other illustrations: print- 
ing presses, power looms, railroad and highway haulage, statistical and 
accounting calculation, metallic ore reduction, metal fabrication, etc. 
For many economic tasks the number of processes available is finite, 
and each process can be regarded as inflexible with regard to the ratios 
among factor inputs and process outputs. Factors cannot be substituted 
for each other except by changing the levels at which entire technical 
processes are used, because each process uses factors in fixed character- 
istic ratios. In mathematical programming, accordingly, process substi- 
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tution plays a róle analogous to that of factor substitution in conven- 
tional analysis. 

We now develop an apparatus for the analysis of process substitu- 
tion. For convenience we shall limit our discussion to processes which 
consume two factors, to be called capital and labor, and produce a 
single output. Figure 3 represents such a process. As in Figure 2, the 
horizontal axis is scaled in units of labor and the vertical axis in units 
of capital. The process is represented by the ray, OA, which is scaled 
in units of output. To each output there corresponds a labor require- 
ment found by locating the appropriate mark on the process ray and 
reading straight down. The capital requirement is found in the same 
manner by reading straight across from the mark on the process line. 
Similarly, to each amount of labor there corresponds a quantity of out- 
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Ficure 3. A Proczss 


put, found by reading straight up, and a quantity of capital, found by 
reading straight across from the output mark. 

It should be noted that the quantity of capital in this diagram is the 
quantity used in a process rather than the quantity owned by an eco- 
nomic unit; it is capital-service rather than capital itself. Thus, though 
more or less labor may be combined with a given machine—by using 
it more or fewer hours—the ratio of capital to labor inputs, that is, the 
ratio of machine-hours to labor hours—is regarded as technologically 
fixed. 

Figure 3 incorporates two important assumptions. The fact that the 
line OA is straight implies that the ratio between the capital input and 
the labor input is the same for all levels of output and is given, indeed, 
by the slope of the line. The fact that the marks on the output line are 
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eveuly spaced indicates that there are neither economies nor disecono- 
mies of scale in the use of the process, i.e., that there will be strict pro- 
por-ionality between the quartity of output and the quality of either 
input. These assumptions are justified rather simply on the basis of the 
not-on of a process. If a process can be used once, it can be used twice 
or.as many times as, the supplies of factors permit) Two linotype 
machines with equally skilled operators can turn out just twice as much 
type per hour as one. Two identical mills can turn out just twice as 
maay yards oi cotton per month as one. So long as factors are availa- 
ble, a process can be duplicated. Whether it will be economical to do so 
is, 5f course, another matter. 

(f there is only one process available for a given task there is not 
much scope for economic choice. Frequently, however, there will be 
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TicunE 4. Two Processes 


several processes. Figure 4 represents a situation in which two proce- 
dures are available, Process A indicated by the line OA and Process B 
indicated by OB. We have already seen how to interpret points on the 
lines OA and OB. The scales by which output is measured on the two 
rays are not necessarily the same. The scale on each ray reflects the 
productivity of the factors when used in the process represented by 
chat ray and has no connsction with the output scale on any other 
process ray. Now suppose that points L and M. represent production of 
the same output by the tw» processes. Then LM, the straight line be- 
tween them, will represent an isoquant and each point on this line will 
correspond to a combinaticn of Processes A and B which produces the 
same output as OL units cf Process A or OM units of Process B. 
To see this, consider ary point P on the line LM and draw a line 
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through P parallel to OB. Let L’ be the point where this line intersects 
OA. Finally mark the point M’ on OB such that OM’ = L’P. Now 
consider the production plan which consists of using Process A at level 
OL’ and Process B at level OM’ It is easy to show that this produc- 
tion plan uses OU units of labor, where U is the labor coordinate of 
point P, and OV units of capital, where V is the capital coordinate of 
point P.? 

Since the coordinates of point P correspond to the quantities of fac- 
tors consumed by OL’ units of Process A and OM’ units of Process B, 
we interpret P as representing the combined production plan made up 
of the specified levels of the two processes. This interpreta-ion implies 
an important economic assumption, namely, that if the two processes 
are used simultaneously they will neither interfere with nor enhance 
each other so that the inputs and outputs resulting from simultaneous 
use of two processes at any levels can be found by adding the inputs 
and outputs of the individual processes. 

In order to show that P lies on the isoquant through points L and M. 
it remains only to show that the sum of the outputs corresponding to 
points L’ and M’ is the same as the output corresponding to point L or 
point M. This follows at once from the facts that the output corres- 
ponding to any point on a process ray is directly proportional to the 
length of the ray up to that point and that the triangles LL’F and LOM 
in Figure 4 are similar.* Thus if we have two process lines like OA and 

' OB and find points L and M on them which represent producing the 
same output by means of the two processes then the line segment con- 
necting the two equal-output points will be an isoquant. 

We can now draw the mathematical programming ana_og of the 
familiar isoquant diagram. Figure 5 is such a diagram with fcur process 
lines shown. Point M represents a particular output by use of Process 
A and points L, K, J represent that same output by means of Processes 
B, C, D, respectively. The succession of line segments connecting these 

? An alternative construction would be to draw a line through point P parallel to CA. 
It would intersect OB at M’. Then we could lay off OL’ equal to M'P on OA. This 


would lead to exactly the same results as the construction used in the text. The situation 
is analogous to the “parallelogram of forces" in physics. i 

? Proof: Process A at level OL’ uses OQ’ units of labor, Process B at level OM’ uses 
OS’ units of labor, together they use OQ’ + OS’ units of labor. But, by zonstruction, 
L’P is equal and parallel to OM’. So Q'U = OS’. Therefore, OQ’ + OS’ = OQ’ + QU 
= OU units of labor. The argument with respect to capital is similar. 

*Proof: Let Output (X) denote the output corresponding to any point X, on the 
diagram. Then Output (M')/Output (M) = OM’/OM and Output (L')/Output (L) = 
OL'/OL. By assumption: Output (L) = Output (M). So Output (M')/Ou-:put (L) = 
OM"/OM. Adding, we have: 

Output (M^) + Output (L) OM’ OL LP OL’ ze LL Or 


Output (L) ^ OM OL OM OL OL OL. 
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four points is the isoquant for that same output. It is easy to see that 
any other succession of line segments respectively parallel to those of 
M_XJ is also an isoquant. Three such are shown in the figure, It is. 
instructive to compare Figure 5 with Figure 2 and note the strong 
resemblance in appearance as well as in interpretation. 
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Ficure 5. Four PROCESSES 


We may draw price lines on Figure 5, just as on the conventional 
End of isoquant diagram. The dashed lines XX’ and YY’ represent 
tivo possible price lines. Consider XX’ first. As- that line is drawn, the 
maximum output for a given expenditure can be obtained by use of 
Process C alone, and, conversely, the minimum cost for a given output 
is also obtained by using Process C alone. Thus, for the relative price 
regime represented by XX’, Process C is optimal. The price line YY’ 
is drawn parallel to the isoquant segment JK. In this case Process C is 
still optimal, but Process D is also optimal and so is any combination 
of the two. 

It is evident from considering these two price lines, and as many 
athers as the reader wishes to visualize, that an optimal production 
program can always be achieved by means of a single process, which 
process depending, of course, on the slope of the price line. It should 
be noted, however, that the conventional tangency criterion is no longer 
£pplicable. 

We found in Figure. 5 that an optimal economic plan need never use 
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more than a single process for each of its outputs.? That conclusion is - 
valid for the situation depicted, which assumed that the services of the ` 
two factors could be procured in any amounts desired at constant rela- 
tive prices. This assumption is not applicable to many economic prob- 
lems, nor is it used much in mathematical programming. We must now, 
therefore, take factor supply conditions into account. 


TII. Factor Supplies and Costs 


In mathematical programming it is usual to divide all factors of pro- 
duction into two classes: unlimited factors, which are available in any 
amount desired at constant unit cost, aud limited or scarce factors, 
which are obtainable at constant unit cost up to a fixed maximum quan- 
tity and thereafter not at all. YThe automobile example illustrates this 
classification. There the four types of capacity were treated as fixed 
factors available at zero. variable cost; all other factors were grouped 
under direct costs which were considerec as constant per unit of output. 

The automobile example showed that ‘this classification of factors 
is'adequate for expressing the maximization problem of a firm dealing 
in competitive markets. In the last section we saw that when all fac- 
tors are unlimited, this formulation can be used to find a minimum 
average cost point. 

Both of these applications invoked restrictive assumptions and, 
furthermore, assumptions which conflict with those conventionally 
made in studying resource allocation. In conventional analysis we con- 
ceive that as the level of production of a firm, industry or economy 
rises, average unit costs rise also after some point. The increase in 
average costs is attributable in part to the working of the law of varia 
ble proportions, which operates when the inputs of some but not all 
factors of production are increased. As far as the consequences of in- 
creasing some but not all inputs are concerned, the contrast between 
mathematical programming and the marginal analysis is more verbal 
than substantive. A reference to Figure 4 will show how such changes 
are handled in mathematical programming. Point J in Figure 4 repre- 
sents the production of a certain output by the use of Process A alone. 
If it is desired to increase output without increasing the use of capital, 
this can be done by moving to the right along the dotted line JK, since 
this line cuts successively higher isoquants. Such a movement would 
correspond to using increasingly more of Process B and increasingly 


ë Recall, however, that we have not taken joint production into account nor have we 
considered the effects of considerations from the demand side. 

* Cf. J. M. Cassels, “On the Law of Variable Proportions," in W. Fellner and B. F. 
Haley, eds, Readings im the Theory of Income Distribution (Philadelphia, 1946), pp. 
103-18. 
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less of Process A and thus, indirectly, to substituting labor for capital. 
If, further, we assume tkat unit cost of production is lower for Process 
A than for Process B this movement would also correspond to increas- 
inz average cost of production. Thus both marginal analysis and math- 
ematical programming lead to the same conclusion when factor propor- 
tions are changed: if the change starts from a minimum cost point the 
substitution will lead "to gradually increasing unit costs. 

3ut changing input proportions is only one part of the story seod: 
ing to the conventional type of analysis. If output is to be increased, 
any of three things may happen. First, it may be possible to increase 
the consumption of all inputs without incurring a change in their unit 
prices. In this case both mathematical programming and marginal 
analysis agree that output will be expanded without changing the ratios 
among the input quantities and average cost of production. will not 
increase.’ Second, it may not be possible to increase the use of some of 
tke inputs. This is the case we have just analyzed. According to both 
modes of analysis the input ratios will change in this case and average 
unit costs will increase. T'he only difference between the two approaches 
is that if average cost is to be plotted against output, the marginal 
analyst wil show a picture with a smoothly rising curve while the 
mzthematical programmer will show a broken line made up of increas- 
irglv steep line segments. Third, it may be possible to increase the 
quantities of all inputs but only at the penalty of increasing unit prices 
or some kind of diseconomies of scale. This third case occurs in the 
marginal analysis, indeed it is the case which gives long-run cost curves 
their familiar shape, but mathematical programming has no counter- 
part for it. 

The essential substantive difference we have arrived at is that the 
marginal analysis conceives of pecuniary and technical diseconomies 
associated with changes in scale while mathematical programming does 
not. There are many important economic problems in which factor 
prices and productivities do not change in response to changes in scale 
or in which such variations can be disregarded. Most investigations of 
industrial capacity, for example, are of this nature. In such studies we 
seek the maximum output of an industry, regarding its inventory of 
physical equipment as given and assuming that the auxiliary factors 
needed to cooperate with the equipment can be obtained in the quanti- 

'Cf. F. H. Knight, Risk, Uncertainty and Profit (Boston,.1921), p. 98. 


: *Even within the framework of the marginal analysis the concept of diseconomies of 
scele has been challenged on both theoretical and empirical grounds, For examples of em- 
pirical criticism see Committee on Price Determination, Conference on Price Research, 
Cost Behavior and Price Polico (New York, 1943). The most searching theoretical criticism 
is in Piero Sraffa, “The Laws of Returns under Competitive Conditions,” Econ. Jour., Dec. 
1926, XXXVI, 535-50, 
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ties dictated by the characteristics of the equipment. Manpower re- 
quirement studies are of the same nature. In such studies we take both 
output and equipment as given and calculate the manpower needed to 
operate the equipment at the level which will yield the desi-ed output. 
Studies of full employmént output fall into the same format. In such 
studies we determine in advance the quantity of each factor which is to 
be regarded as full employment of that factor. Then we calculate the 
optimum output obtainable by the use of the 7actors in those quantities. 

These illustrations should suffice to show that the assumptions made 
in mathematical programming can comprehend a wide variety of im- 
portant economic problems. The most useful applications of mathe- 
matical programming are probably to problems of the tyoes just 
described, that is, to problems concerned with finding optimum 
production plans using specified quantities of some or all of the re- 
sources involved. 


IV. Analysis of Production with Limited Factors ^ 


The diagrams which we have developed are readily adaptable to the 
analysis of the consequences of limits on -he factor supplies. Such 
limits are, of course, the heart of Figure 1 where the four principal 
lines represent limitations on the process levels which result rom limits 
on the four factor quantities considered. But Figure 1 cannot be used 
when more than two processes have to be considered. For such prob- 
lems diagrams like Figures 3, 4, and 5 have to be used. 

Figure 6 reproduces the situation portrayed in Figure 5 with some 
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Ficore 6. Four Processes, WITE LIMITATIONS 
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additional data to be explained below. Let OF represent the maximum 
amount of capital which can be used and thus show a factor limitation. 
The horizontal line through F divides the diagram into two sections: all 
points above the line correspond to programs which require more capi- 
tal than is available; points on and below the line represent programs . 
which do not have exgessive capital requirements. This horizontal line 
will be called the capital limitation line. Points on or below it are called 
“feasible,” points above it are called “infeasible.” 

The economic unit portrayed i in Figure 6 has the choice of operating l 
at any feasible point. If maximum output is jts objective, it will choose 
a point which lies on the highest possible isoquant, 7.e., the highest iso- 
quant which touches the capital limitation line. This is ‘the one labelled 
J’K’L’M’, and the highest possible output is attained by using Process 
A Uf 

Of course, maximum output may not be the objective. The objective 
may be, for example, to maximize the excess of the value of output over 
labor costs. We shall refer to such an excess as a “net value.” The same. 
kind of diagram can be.used to solve for a net value provided that the 
value of each unit of output is independent of the number of units pro- 
duced? and that the cost of each unit of labor is similarly constant. If 
these provisos are met, each point on a process'ray will correspond to a 
‘certain physical output but also to a certain value of output, cost of 
labor, and net value of output. Further, along any process ray the net 
value of output will equal the physical output times the net value per 
unit and. will therefore be proportional to the physical output. We may 
thus use a diagram similar to Figure 6 except that we think of net value 
instead of physical output as measured along the process rays and we 
show isovalue line instead of isoquants. This has been done on Figure 7, 
in which the maximum net value attainable is the one which corres- 
ponds to the isovalue contour through point P, and is attained by using 
Process C. 

It should be noted in both Figures 6 and 7 that the optimal program 
consisted of a single process, that shifts in the quantity of capital avail- 
able would not affect the designation of the optimal process though they 
would change its level, and that the price lines, which were crucial in 
Figure 5; played no rôle. 

The next complication, and the last one we shall be able to consider, 
is to assume that both factors are in limited supply. This situation is 
ara a eie © by-edding the vertical tine through point G to. 
represent a labor limitation. The available quantity of labor is shown, 
of course, by the length OG. Then the points inside the rectangle 


* This is a particularly uncomfortable assumption. We use it here to explain the method 
in its least complicated form. 
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OF HG represent programs which can be implemented in the sense that 
they do not require more than the available supplies of either factor. 
This is the rectangle of feasible programs. The greatest achievable out- 
put is the one which corresponds to the highest isoquant which touches 


the rectangle of feasible programs. This is the isoquant J"K"L"M", . 
and furthermore, since the maximum isoquant touches the rectangle at : 


H,H represents the program by which the maximum output can be 
produced. 


AMOUNT OF CAPITAL 
^ 





AMOUNT OF LABOR 
FIGURE 7. Four Processes WITH IsovaLve LINES 


This solution differs from the previous ones in that the solution-point 
does not lie on any process ray but between the rays for Processes A 
and B. We have already seen that a point like H represents using 
Process A at level ON and Process B at level NH. 

Two remarks are relevant to this solution. First: with the factor 
limitation lines as drawn, the maximum output requires two processes. 
If the factor limitation lines had been drawn so that they intersected 
exactly on one of the process rays, only one process would have been 
required. If the factor limitation lines had crossed to the left of Process 
D or to the right of Process A, the maximizing production plan would 
require only one process. But, no matter how the limitation lines be 
drawn, at most two processes are required to maximize output. We are 
led to an important generalization: maximum output may always be 
obtained by using a number of processes which does not exceed the 
number of factors in limited supply, if this number is greater than zero. 
The conclusions we drew from Figures 6 and 7 both conform to this 
rule, and it is one of the basic theorems of mathematical programming. 

Second: although at most two processes are required to obtain the 
maximum output, which two depends on the location of the factor 
limits. As shown, the processes used for maximum output were Proces- 
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Ficure 8. AJToMoBILE EXAMPLE, OPTIMAL PLAN 


ses A and B. If somewhat more capital, represented by the amount OF’, 
were available, the maximizing processes would have been Processes 
C and D. If two factors are limited, it is the ratio between their sup- 
plies rather than the absolute supplies of either which determines the 
processes in the optimum program. This contrasts with the case in 
which only ole factor is limited. Just as the considerations which deter- 
mine the optimum set of processes are more complicated when two fac- 
tors are limited than when only one is, so with three or more limited 
factors the optimum conditions become more complicated still and 
Soon pass the reach of intuition. This, indeed, is the raison d'étre of 
the formidable apparatus of mathematical programming. 

We can make these considerations more concrete by applying them’ 
to the automobile example. Referring to Figure 1, (p. 799), we note 
that the optimum production point, C, lay on the limitation lines for 
engine assembly and metal stamping, but well below the limits for auto- 
mobile and truck assembly. The limitations on automobile and truck 
assembly capacity are, taerefore, ineffective and can be disregarded. 

(The situation in terms of the two effectively limiting types of capacity 
is shown in Figure 8. 

In Figure 8 the ray Pa represents the process of producing automo- 
biles and Pr the process of producing trucks. These two processes can 
be operated at any combination of levels which does not require the use 
of more than 100 per cen: of either metal stamping or engine assembly 


~ 
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capacity. Thus the rectangle in the diagram is the region of feasible 
production programs. The optimal production program is tae one in the 
feasible region which corresponds to the highest possible nat revenue.??- 
Thus it will be helpful to construct isorevenue lines, as we did in Fig- 
ure 7. To do this, consider automobile production first, Each point on ` 
Pa corresponds to the production of a certain number of automobiles per 
month. Suppose, for example, that the scale is such that point L repre- ` 
sents the production of 3,333 automobiles per month. It will be recalled 
that each automobile yields a net revenue of $300. Therefore, 3,333 
automobiles yield a revenue of $1,000,000. Point L, then, corresponds to 
a net revenue of $1,000,000 as well as to an output of 3,333 automobiles 
per month. Since (see page 799), 3,333 automobiles require 1374 per 
cent of metal stamping capacity and 10 per cent of engine assembly 
capacity, the coordinates of the $1,000,000 net revenue point on Pa 
are established at once. By a similar argument, the poirt whose co- 
ordinates are 2624 per cent of metal stamping capacity and 20 per cent 
of engine capacity is the $2,000,000 net revenue point on Pa. In the 

' same manner, the whole ray can be drawn and scaled oif in terms of net 
revenue, and so can Pz, the process ray for truck production. The dia- 
gram is completed by connecting the $4,000,000 points on the two proc- 
ess lines in order to show the direction of the isorevenue lines. 

The optimum program is at point C, where the two capacity limits 
intersect, because C lies on the highest isorevenue line which touches 
the feasible region. Through point C we have drawn a line parallel to 
the truck production line and meeting the automobile prcduction line . 
at D. By our previous argument, the length OD represents the net reve- : 
nue from automobile production in the optimal program ard the length 
DC represents the net revenue from trucks. If these lengths be scaled . 
off, the result, of course, will be the same as the solution found previ- 
ously. 


V. Imputation of Factor Values 


We have just noted that the major field of application of mathe- 
matical programming is to problems where the supply of one or more 
factors of production is absolutely limited. Such scarcities are the 
genesis of value in ordinary analysis, and they genera:e values in 
mathematical programming too. In fact, in ordinary analysis the deter- 
mination of outputs and the determination of prices are but two aspects 
of the same problem, the optimal allocation of scarce resources. The 
, same is true in mathematical programming. 

x Since the objective of the firm is, by assumption, to maximize revenue rather than 


physical output, we may consider automobile and truck production as two alternative 
processes for producing revenue instead of as two processes with disparaie outputs. 
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Heretofore we have encountered prices only as data for determining 
the direct costs of processes and the net value of output. But of course 
the limiting factors of production also have value although we have not 
assigned prices to them up to now. In this section we shall see that the 
solution of a mathematical programming problem implicitly assigns 
values to the limiting factors cf production. Furthermore, the implicit 
pricing problem can be solved directly and, when so solved, constitutes 
a solution to the optimal allocation problem. 

Consider the automoLile example and ask: how much is a unit (1 
per cent) of each of tke types of capacity worth to the firm? The 
approach to this questicn is similar in spirit to the familiar marginal 
analysis. With respect tc each type of capacity we calculate how much 
the maximum revenue would increase if one more unit were added, or 
how much revenue would decrease if one unit were taken away. Since 
there is a surplus of automobile assembly capacity, neither the addition 
nor the subtraction of one unit of this type would affect the optimum 
program or the maximum net revenue. Hence the value of this type of 
capacity is nil. The analvsis and result for truck assembly are the same. 

We find, then, that these two types of capacity are free goods. This 
does not imply that an automobile assembly line is not worth having, 
any more than, to take a classic example, the fact that air is a free good 
means that it can be dispensed with. It means that it would not be 
worth while to increase this type of capacity at any positive price and 
that some units of these types could be disposed of without loss. 

The valuation of the other types of capacity is not so trivial. In 
Figure 9 possible values per per cent of engine assembly capacity are 
scaled along the horizontal axis and values per per cent of metal stamp- 
ing capacity are scaled zlong the vertical axis. Now consider any possi- 
ble pair of values, say engine assembly capacity worth $20,000 per 
unit and metal stamping worth $40,000. This is represented by point A 
on the figure. Applying these values to the data on pages 798-99, the val- 
ues of capacity required for producing an automobile is found to be: 
(0.004 X $40,000) + (0.003 X $20,000) = $220 which is well under 
the value of producing an automobile, or $300." In the same way, if 
engine assembly capacity is worth $60,000 per per cent of capacity and ` 
metal stamping capacity is valued at $30,000 per unit (point B), the 
cost of scarce resources required to produce an automobile will be 
exactly equal to the value of the product. This is clearly not the only 
combination of resource values which will precisely absorb the value of 
output when the resources are used to produce automobiles. The auto- 
mobile production line in the figure, which passes through point B, is 


4 These unit values are also marginal values since costs of production are constant. 
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the locus of all such value combinations. A similar line has been drawn 
for truck production to represent those combinations of resource values 
_for which the total value of resources used in producing trucks is equal 
to the value of output. The intersection of these two lines is obviously 
the only pair of resource values for which the marginal resource cost 
of producing an additional automobile is equal to the net value of an 
automobile and the same is true with Tespect to trucks. The pair can 
be found by plotting or, with more precision, by algebra. It is found 
that 1 per cent of engine assembly capacity is worth $9,259 and 1 per 
cent of metal stamping capacity is worth $68,056. 

To each pair of values: “for the two types of capacity, there corres- 
ponds a value for the entire plant. Thus to the pair of values repre- 
sented by point A there corresponds the plant value of (100 x $20,000) 
+ (100 X $40,000) = $6,000,000. This is not the only pair of resource 
values which give an aggregate plant value of $6,000,000. Indeed, ny 
pair of resource values on the dotted line through A corresponds to the 
same aggregate plant value. (By this stage, Figure 9 should become. 
strongly reminiscent of Figure 1, page 799.) We have drawn a number 
of dotted lines parallel to the one just described, each corresponding 
to a specific aggregate plant value. The dotted line wkich passes 
through the intersection of the two production lines is of particular 
interest. By measurement or otherwise zhis line can be found to corres- 
pond to a plant value of $7,731,500 which, we recall, was found to be 
the maximum attainable net revenue. 

Let us consider the implications of assigning values to the two limit- 
ing factors from a slightly different angle. We have seen that as scon 
as unit values have been assigned to the factors an aggregate value i is 
assigned to the plant. We can make the aggregate plant value as low 
as we please, simply by assigning sufficiently low values to zhe various ` 
factors. But if the values assigned are too low, we have the unsatisfac- 
tory consequence that some of the processes will give rise to unimputed 
surpluses. We may, therefore, seek the lowest aggregate plant value | 
which can be assigned and still have no process yield an unimputed 
surplus. In the automobile case, that value is $7,731,50C. In the course 
of finding the lowest acceptable plant value we find specific unit values 
to be assigned to each of the resources. 

. In this example there are two processes and four limited resources. It 
turns out that only two of the resources were effectivly limiting, the 
others being in relatively ample supply. In general, the cha-acteristics 
of the solution to a programming prob:em depend on the relationship 
between the number of limited resources and the number 0? processes 
taken into consideration. If, as in the present instance, the number of 
limited resources exceeds the number of processes it will usually turn. 
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out that some of the resources will have imputed values of zero and 
that the number of resources with positive imputed values will be equal 
to the number of processes.” If the number of limited resources equals 
the number of processes all resources will have positive imputed values. 
If, finally, the number of processes exceeds the number of limited re- 
sources, some cf the processes will not be used in the optimal program. 
This situation, which ‘is the usual one, was illustrated.in Figure 6. In 
this case the total imputed value of resources absorbed will equal net 
revenue for some processes and will exceed it for others. The number of 
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FIGURE 9. AUTOMOBILE EXAMPLE, IMPLICIT VALUES 


processes for which the imputed value of resources absorbed equals the 

net revenue will be just equal to the number of limited resources and 

the processes for which the equality holds are the ones which will 

appear at positive levels in the optimal program. In brief, the deter- 

mination of the minimum acceptable plant value amounts to the same 

thing as the determination of the optimal production program. The ' 
programming problem and the valuation problem are not only closely 

related, they are basically the same. 

This can be seen graphically by comparing Figures 1 and 9. Each 
figure contains: two axes and two diagonal boundary lines. But the 
boundary lines in Figure 9 refer to the same processes as the axes in 
Figure 1, and the axes in Figure 9 refer to the same resources as the 


“We say “usually” in this sentence because in some special circumstances the number of 
resources with positive imputed values.may exceed the number of processes. 
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diagonal boundary lines in Figure 1. Furthermore, in using Figure 1 we 
sought the net revenue corresponding to the highest dashed line touched 
by the boundary; in using Figure 9 we sough: the aggregate value cor- 
responding to the lowest dashed line which has any points on or outside 
the boundary; and the two results turred out to be the same. Formally 
stated, these two figures and the problems thev epresent are duals of 
each other. 

The dualism feature is a very useful property in the solution of 
mathematical programming problems. The simplest way to see this is 
to note that when confronting a mathematical programming problem 
we have the choice of solving the problem or its dual, whichever is 

easier. Either way we can get the same results. We can use th:s feature 
now to generalize our discussion somewhat. Up to now when dealing 
with more than two processes we have had to use relatively complicated 


UNIT VALUE OF CAPITAU (6) 
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FicunE 10. THE VALUATION PROBLEM, FOUR Processes 


diagrams like Figure 6 because straightforward diagrams like Figure 1 
did not contain enough axes to represent the levels of the processes. 
Now we can use diagrams modeled on Figure 9 to depict problems with 
any number of processes so long as they do not involve more than two 
scarce factors. (Figure 10 illustrates a diagram for four processes and is, 
indeed, derived from Figure 6. In Figure 10 “ine A represents all pairs 
of factor values such that Process A vrould yield neither a profit nor a 
loss. Lines B, C, and D are similarly interpreted. The dashed line T 
is a locus along which the aggregate value of the labor and capital avail- 
able to the firm (or industry) is constant. Its position is not relevant 
to the analysis; its slope, which is simply the ratio of the quantity of 
available labor to that of capital, is all that is significant. The broken 
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line JELMN divides the graph into two regions. All points on or above 
it represent pairs of resource values such that no process gives rise to an 
unimputed surplus. Let us call this the acceptable region. For each point 
below that broken line there is at least one process which does have 
an unimputed surplus. This is the unacceptable region. We then seek 
for that point in the acceptable region which corresponds to the lowest 
aggregate plant value. This point will, of course, give the set of resource 
values which makes the accounting profit of the firm as great as pos- 
sible without giving rise to any unimputed income. The point which 
meets these requirements is K, and a dotted Jine parallel to T has been 
drawn through it to indicate the minimum acceptable aggregate plant 
value. 

At point K Processes A and E yield zero profits, and Processes C and 
D vield losses. Hence Processes A and B are the ones which should be 
used, exactly as we found in Figure 6. To be sure, this diagram does not 
tell the levels at which A and B should be used, any more than Figure 
6 tells the valuations to be placed on the two resources. But finding the 
levels after the processes have been selected is a comparatively trivial 
matter. All that is necessary is to find the levels which will fully utilize 
the resources which are not free goods. This may be done algebraically 
or by means of a diagram like Figure 8. 


VI. Applications 


In the first section we asserted that the principal motivation of 
mathematical programming was the need for a method of analysis which 
lent itself to the practical solution of the day-to-day problems of busi- 
ness and the economy in general. Immediately aiter making that claim 
we introduced a highly artificial problem followed by a rather extended 
discussion of abstract and formal relationships. The time has now come 
to indicate the basis for saying that mathematical programming is a 
practical method of analysis. 

The essential simplification achieved in mathematical programming 
is the replacement of the notion of the production function by the 
notion of the process. The process is a highly observable unit of activity 
and the empirical constants which characterize it can be estimated 
without elaborate analysis. Furthermore in many industries the struc- 
‘ture of production corresponds to operating a succession of processes, 
as we have conceived them. Many industrial decisions, like shutting 
down a bank oi machines or operating an extra shift, correspond natu- 
rally to our concept of choosing the level of operation of a process. In 
brief, mathematical programming is modelled after the actual structure 
of production in the hope that thereby it will involve only observable 
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constants and directly controllable variables. 

Has this hope been justified? The literature already contains a report 
of a successful application to petroleum refining? I have made a 
similar application which, perhaps, will bear description. The applica- 
tion was to a moderate-sized refinery which produces premium and 
regular grades of automotive gasoline. The esseptial operation studied 
was blending. In blending, ten chemically distinct kinds of semirefined 
oil, called blending stocks, are mixed together. The result is a saleable 
gasoline whose characteristics are approximately the weighted average 
of the characteristics of the blending stocks. For example, if 500 gallons 
of a stock with octane rating of 80 are blended with 1,000 gallons of 
a stock with octane rating of 86 the result will be 500 + 1,000 = 1,500 
gallons of product with octane rating of (14 X 80) + (24 X 86) = 84. 

The significant aspect of gasoline blending for our present purposes 
is that the major characteristics of the blend—its knock rating, its vapor 
pressure, its sulphur content, etc.—can be expressed as linear functions 
of the quantities of the various blending stocks used. So also can the 
cost of the blend if each of the blending stocks has a definite price per 
gallon. Thus the problem of finding the minimum cost blend which will 
meet given quality specifications is a problem in mathematical program- 
ming. 

Furthermore, in this refinery the quantities of some of the blending 
stocks are definitely limited by contracts and by refining capacity. The 
problem then arises: what are the most profitable quantities of output of 
regular and premium gasoline, and how much of each blending stock 
should be used for each final product. 'This problem is analogous to the 
artificial automobile example, with the added complication of the 
quality specifications. The problem is too complicated for graphic 
analysis but was solved easily by arithmeticzl procedures. As far as is 
known, mathematical programming provides the only way for solving 
such problems. Charnes and Cooper have recently published the solu- 
tion to a similar problem which arose in the operations of a metal- 
working firm.** 

An entirely different kind of problem, also amenable to mathemat- 
ical programming, arises in newsprint production. Freight is a major 
element in the cost of newsprint. One large newsprint company has six 
mills, widely scattered in Canada, and some two hundred customers, 
widely scattered in the United States. Its problem is to decide how much 


* A. Charnes, W. W. Cooper and B. Mellon, “Blending Aviation Gasclines," Econometrica 
Apr. 1952, XX, 135-59. 

"A, Charnes, W. W. Cooper, and Donalé Farr and Staff, “Linear Programming and 
Profit Preference Scheduling for a Manufacturing Firm," Jour. Operations Research 
Society of America, May 1953, I, 114-29, 
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newsprint to ship from each mill to each customer so as, first, to meet the 
contract requirements of each customer, second, to stay within the 

capacity limits of each mill, and third, to keep the aggregate freight 
bill as small as possible. This problem involves 1,200 variables (6 mills 
.X 200 customers), in contrast to the two or four variable problems we 
have been discussing. In the final solution most of these variables will 
turn out to be zero—the question is which ones. This problem is solved 
by mathematical programming and, though formidable, is not really 
as formidable as the count of variables might indicate. 

These few illustrations should suffice to indicate that mathematical 
programming is a practical tool for business planning. They show, also, 
that it is a flexible tool because both examples deviated from the format 
of the example used in our exposition. The petroleum application had 
the added feature of quality specification. In the newsprint application 
there were limits on the quantity of output as well as on the quantities 
of the inputs. Nevertheless mathematical programming handled them 
both easily. 

On the other hand, it should be noted that both of these were small- 
scale applications, dealing with a single phase of the operation of a 
single firm. I believe that this has been true of all successful applica- 
tions to date. Mathematical programmers are still a long way from solv- 
ing the broad planning problem of entire industries or an entire econ- 
omy. But many such broad problems are only enlarged versions of 
problems which have been met and solved in the context of the single 
firm. It is no longer premature to say that mathematical programming 
has proved its worth as a practical tool for finding net economic 
programs. 


VII. Conclusion 


Our objective has been only <o introduce the basic notions of math- 
ematical programming and to invest them with plausibility and mean- 
ing. The reader who would learn to solve a programming problem— 
even the simplest—will have to look elsewhere,** though this paper may 
serve as a useful background. 

Although methods of solution have been omitted from this exposition, 
we must emphasize that these -nethods are fundamental to the whole 
concept of mathematical programming. Some eighty years ago Walras 
conceived of production in very much the same manner as mathematical 


* The standard reference is T. C. Koopmans, ed., Activity Analysis of Production and 
Allocation (New York, 1951). Less advenced treatments may be found in A. Charnes, W. 
W. Cooper, and A. Henderson, An Introduction to Linear Programming (New York, 1953); 
and my own Application of Linear Programming to the Theory of the Firm (Berkeley, 
1951), 
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programmers, and more recently A. Wald and J. von Neumann used 
this view of production and methods closely allied to those of math- 
ematical programming to analyze the conditions of generzl economic 
equilibrium.'* These developments, however, must be regarded merely 
as precursors of mathematical programming. Programming had no, 
independent existence as a mode of economic analysis until 1947 when 
G. B. Dantzig announced the “simpiex method” of solution which 
made practical application feasible.!* The existence of a method whereby 


economic optima could be explicitly calculated stimulated research into. 


the economic interpretation of mathematical programming and led also 
to the development of alternative methods of solution, The fact that 
economic and business problems when formulated in terms of-math- 
ematical programming can be solved numerically is the basis of the 
importance of the method. The omission of methods of solution from 
this discussion should not, therefore, be taken to indicate that they are 
of secondary interest. ` 

We have considered only a few of the concepts used in mathematical 
programming and have dealt with only a single type of programming 
problem. The few notions we have considered, however, aze the basic 
ones; all the rest of mathematical programming is elaboration and ex- 
tension of them. It seems advisable to mention two directions of elab- 
oration, for they remove or weaken two of the most restrictive assump- 
tions which have here been imposed. 

The first of these extensions is the introduction of time into the 
analysis. The present treatment has dealt with a single production period 
in isolation. But in many cases, successive production periods are inter- 
related. This is so, for example, in the case of a vertically integrated 


firm where the operation of some processes in one period is limited by : 


the levels of operation in the preceding period of the processes which 


supply their raw materials. Efficient methods for analyzing such “dy- - 


namic" problems are being investigated, particularly by George Dant- 
zig. Although the present discussion has been static, the method of 
‘analysis can be applied to problems with a time dimension. 


?' Walras’ formulation is in Éléments d'économie politique pure ou théorie de la richesse 
sociale, 2d ed. (Lausanne, 1889), 20° Legon. The contributions of. A, Weld and J. von 
Neumann appeared originally in Ergebnisse eines mathematischen Kollogquiurzs, Nos. 6, 7, 8. 

' Wald's least technical paper appeared in Zeitschrift fir Nationalökonomie, VII (1936) and 
has been translated as “On some Systems of Equations of Mathematicel Economics,” 
Econometrica, Oct. 1951, XIX, 368-403. Von Neumann's basic paper appezred in transla- 
tion as “A Model of General Economic Equilibrium,” Rev. Econ, Stud., 194:-46, XIII, 1-9. 

"G, B. Dantzig, “Maximization of a Linear Function of Variables Subject to Linear 
Inequalities,” 'T. C. Koopmans, ed., op. cit., pp. 339-47. 

9*4 Note on a Dynamic Leontief Model with Substitution" (abstract), Econometrica, 
Jan. 1953, X XI, 179. ' : 
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The scond of these extensions is the allowance for changes in the 
* prices of factors and final products. In our discussion we regarded all 
` prices as ‘unalterable and independent of the actions of the economic 
unit under consideration. Constant prices are, undeniably, a great con- 
venience to the analyst, but the method can transcend this assumption 
when necessary. The general mathematical theory of dealing with 
variable prices has been investigated"? and practical methods of solution . 
have béen developed for problems where the demand and supply curves 
are linear. The assumption of constant prices, perhaps the most re- 
strictive assumption we have made, is adopted for convenience rather 
than from necessity. 

Mathematical programming has been developed as a tool for economic 
and business planning and not primarily for the descriptive, and there- 
fore predictive, purposes which gave rise to the marginal analysis. 
Nevertheless it does have predictive implications. In so far as firms 
operate under the conditions assumed in mathematical programming it 
would te unreasonable to assume that they acted as if they operated 
under the conditions assumed by the marginal analysis. Consider, for 
example, the automobile firm portrayed in Figure 1. How would it' 
respond if the price of automobiles were to fall, say by $50 a unit? In 
that case the net revenue per automobile would be $250, the same as 
the net revenue per truck. Diagrammatically, the result would be to 
rotate iae lines of equal revenue until their slope was 45 degrees. After 
this rotation, point C would still be optimum and this change in prices 
would cause no change in optimum output. Mathematical programming 
gives rise, thus, to a kinked supply curve. 

On the other hand, suppose that the price of automobiles were to 
rise by $50. Diagrammatically this price change would decrease the 
steepness of the equal revenue lines until they were just parallel to the 
metal stamping line. The firm would then be in a position like that 
illustrated by the YY’ line in Figure 5. The production plans cor- 
responding to points on the line segment DC in Figure 1 would all yield 
the same net revenue and all would be optimal. If the prices of automo- 
biles were to rise by more than $50 or if a $50 increase in the price of 
automobiles were accompanied by any decrease in the price of trucks, 
- the point of optimal production would jump abruptly from point C to 
-point D. 

Thus mathematical programming indicates that firms whose choices - 


® See H. W. Kuhn and A. W. Tucker, “Non-Linear Programming,” in J. Neyman, ed., 
Proceedings of the Second Berkeley Symposium on Mathematical Statistics and Probability 
(Berkeley, 1951), pp. 481-92. 

2I reported one solution of this problem to a seminar at the Massachusetts Institute of 
Technology in September 1952, Other solutions may bé known. 
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are limited to distinct processes will respond discontinuously to price 
variations: they will be insensitive to price changes over a certain range 
` and will change their levels of output sharply as soon as that range is 
passed. This theoretical deduction surely has real counterparts. 

The relationship between mathematical programming and welfare 
economics is especially close. Welfare economics studies the optimal 
organization -of economic effort; so does mathematical programming. 
This relationship has been investigated especially by Koopmans and 
Samuelson.” The finding, generally stated, is that the equilibrium posi- 
tion of a perfectly competitive economy is the same as the optimal 
solution to the mathematical programming problem embodying the 
same data. 

Mathematical programming is closely allied mathematically to the 

methods of input-output analysis or interindustry analysis developed 
birdy by W. W. Leontief.” The two methods were developed inde- 
pendently, however, and it is important to distinguish them concept- 
ually. Input-output analysis finds its application almost exclusively 
in the study of general economic equilibrium. It conceives of an econ- 
omy as divided into a number of industrial sectors each of which is 
analogous to a process as the term is used in mathematical program- 
ming. It then takes either of two forms. In “open models” an input- 
output analysis starts with some specified final demand for he products 
of each of the sectors and calculates the level at which each of the 
sector-processes must operate in order to meet this schedule of final 
demands. In “closed models" fina] demand does not appear but atten- 
tion is concentrated on the fact that the inputs required by each sector- 
process must be supplied as outputs by some other sector-processes. 
Input-output analysis then calculates a mutually compatible set of out- 
put levels for the various sectors. By contrast with mathematical pro- 
gramming the conditions imposed in input-output analysis ere sufficient 
to determine the levels of the processes and there is no scope for finding 
an optimal solution or a set of “best” levels. To be sure, input-output 
analysis can be regarded as a special case of mathematical program- 
ming in which the number of products is equal to the number of proc- 
esses. On the other hand, the limitations on the supplies of resources 


which play so important a rôle in mathematical programming are not ., 


dealt with explicitly in input-output analysis. On the whole it seems 


"T. C. Koopmans, “Analysis of Production as an Efficient Combiration of Activities,” 


in T. C. Koopmans, ed., of. cit., pp. 33-97; P. A. Samuelson, “Market Mechanisms and 
Maximization" (a paper prepared for the Rand Corp., 1949). 

? W, W. Leontief, The Structure of American Economy 1919-1939, znd. ed. (New York, 
1951). 
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best to regard these two techniques as allied but distinct methods of 
analysis addressed to different problems. 

Mathematical programming, then, is of significance for economic 
thinking and theory as well as for business and economic planning. We 
have been able only to allude to this significance. Indeed, apart from 
the exploration of welfare implications, very little thought has been 
given to the consequentes for economics of mathematical programming 
because most effort has been devoted to solving the numerous practical 
problems to which it gives rise. The outlook is for fruitful researches 
into both the implications and applications of mathematical program- 

ming. 


_ VERTICAL EQUILIBRIUM UN DER. PURE 
f QUALITY COMTE TEEON, 


By LAWRENCE ABBOTT* E 


The customary approach to equilibrium analysis is through the con- 
struction of a “pure” model consisting of a simplified market situation 
- in which competing sellers offer products whose quality is uniform and , 
unchanging, so that equilibrating adjustments are restricted to changes 
in price and output. The usefulness of such a model lies in żhe fact that, 
by ruling out both quality variability and imperfect substitution, the 
analyst is able to abstract completely from the quality element in ex- 
change, and can therefore obtain the clearest possible p:cture of the 
price variable. 

. This so-called “purely competitive" situation, however, is not the only 

pure type of competitive market. Another “pure” and “competitive” 

model precisely the reverse of the one just described may be set up, in 

which the price of all competing goods in the market is uniform and- 
unchanging, while quality is freely variable, so that adjustments are 

restricted to changes in product quality—with, of course, correspond- 

ing changes in output. To distinguish such a situation from its more . 
familiar counterpart, we shall find it convenient to label it pure quality 

competition. The term pure price competition can then be used to de- 

scribe the opposite ("purely competitive") situation, in wLich the price 

variable operates in isolation. 

This second “pure” model is, of course, neither new nor unfamiliar. 
Chamberlin's path-breaking analysis of "product equilibrium" in The 
Theory of Monopolistic Competition employed this very model. But 
despite the highly suggestive character of that analysis, the study of 
quality competition as an equilibrating process has remained a neglected , 
area of economic theory.” 


` 


* The author is associate professor of economics at Union College. : 

* Analyses of spatial competition by Hotelling, Smithies and others have thrown some 
light on the subject, but are restricted to only one aspect of quality competition. A recent 
‘analysis of product competition in the broaccasting industry by Peter O, Steiner, employ- 
ing a different technique in dealing with the same general problem, offers .nteresting possi- 
bilities for analysis of quality competition; yet Steiner's model likewise treats quality vari- 
ability in only a limited way, since variation is confined to choice between "types" of 
radio programs (quiz show, comedy program, etc.), within each of which quality variation 
is implicitly assumed to be nil or of no effect on listener preference ("Program Patterns ` 


d 
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Yet tlie limiting case oí “pure quality competition” is surely of great 
importance. Markets, which approximate it—characterized by price : 
rigidity or stickiness and. by products which are not fixed in quality— 
form ‘a substantial fraction of today's economy. Analysis of “pure 
quality competition" i is also important because it provides an analytical 
device of great usefulness in the study of free markets in general. By 
stilling the movements ‘of price, we are enabled to observe with greater 
clarity ‘the kinds of behavior and adjustment other than price and 
output changes which are found in markets where both products and 
prices are free to vary. These kinds of behavior are especially signifi- 
cant in the many markets in which prices, althbugh not completely rigid, 
move sluggishly. 

This paper is an attempt to provide a theoretical framework in which ' 
this important but neglected aspect of competition can be usefully 
studied. Its specific objective is to determine the conditions of equi- 
librium with respect to one aspect of quality only in a hypothetical 


“single-fixed-price market in which quality is freely variable. Its scope is 


therefore severely limited. Nevertheless, it is hoped that the analysis 
will throw some light on the kinds of behavior and market structures 
that quality competition tends to produce, and may pave the way for 
the:construction of more comprehensive theoretical models. 


I. Definitions of Terms 


The word quality will be used in its broadest sense, to describe any 
or all of the various qualitative characteristics of a physical product or 


. Service, or combination of the two, offered for sale. “Quality” thus 


includes materials, design, style, location of a retail outlet—in short, 
any and every qualitative attribute, Quality is therefore a multidimen- 
sional variable—a compound of numerous elements (e.g., in a necktie: 
size, shape, type of construction, pattern, color scheme, material, tex- 
ture, durability, resistance to wrinkling, color fastness), each of which 
is variable, 

Quality competition will refer to producers! independent actions re- 
garding the quality of their respective products, prompted by the 
desire to improve their positions, when such products are variable in 
quality and are offered in the same market, 

The market is defined as embracing those products which are com- 








and Preferences, and the Workability of Competition in Radio Broadcasting," Quart. 
Jour. Econ., May 1952, LXVI, 194-223). Another recent theoretical study of greater com- 
prehensiveness is Hans Brems’ Product Equilibrium under Monopolistic Competition 
(Cambridge, 1951), but this work contains no thoroughgoing analysis of the equilibrium 
positions of firms in markets where quality alone is variable. 
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í petitive in the sense of being substitutable alternatives, each capable of 
serving some given purpose, or, let us say, performing some given 
function, or rendering some given service, or enabling its possessor to 
engage in some given activity. In other words, products will bé con- : 
sidered to belong within the same market or industry if they can be 
regarded as variable means to some definable common end.? \ 

For our purposes it will be convenient to distinguish three kinds of 
quality variability: 

1. Vertical—the kind of quality change or comparison which may 
properly be described in terms of “higher” or “lower.” Two things dis- 
tinguish this kind: (a) tht “superior” of any two qualities is considered 
preferable by virtually all buyers, and (b) it entails greater cost. There- 
fore an upward (or downward) vertical change in quality unaccom- 

panied by a change in price gives the buyer more (or less) for his money 
than before. 

Vertical differences in quality frequently consist of differences in 
the quantity of some desired ingredient or attribute: the metallic content — . 
of an ore, the tensile strength of steel wire, the mileage in an automobile . 
tire. The simplest kind of vertical variation is a change in the size of the 
unit. With vertical differences it is appropriate to speak of one qual- 
ity being “better” or of higher “grade” than another, of “cheap” 
versus “good” quality, and of “improvement” or “deterioration” of 
quality. 

2. Horizontal—those differences about which there is no clear-cut 
agreement. Two things distinguish this type: (a) different people will 
rank dissimilar qualities in different orders, and (b) cost differences, if 
any, are purely incidental. The existence of this category depends on 
the fact that people differ in their circumstances, values. and tastes. 
With differences of this sort we may properly speak of one quality 
being “more suitable” or “more appealing” than another, but such a 
statement is meaningful only if made with reference to a particular 
buyer or group of buyers. The most obvious examples of horizontal dif- 
ferences are those that involve aesthetic considerations: color, texture, 
shape, styling: Unlike vertical quality, horizontal quality is of a sort 
that can become excessive (e.g., the stiffness of the springs of a mat- 


? While this may not be a wholly rigorous definition of a market's boundaries, it seems 
acceptable enough ior our purposes, especially if employed with an admixture of common 
sense. We may think of the toilet soap market, for example, as including only those 
products which can be used in a bathroom to cleanse the skin. Similarly, the furnace or 
space-heating-equipment market is limited to those products which xeep buildings warm 
in winter. Ruby T. Norris presents this concept oi an industry in The Theory oj Consumers 
Demand (New Haven, 1941), pp. 78-79. See also James S. Duesenberry, !ncome, Saving, 
qnd the Theory of Consumer Behavior (Cambridge, Mass., 1949), p. 20, 
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tress, or the hardness of a soft-boiled egg). Horizontal ditferencés ph i 


as a rule, nonmeasurable.* 

3. Innovational—the introduction of a novel quality which is judged 
superior by most or all buyers, and which either costs no more to 
produce or is well worth whatever additional cost is involved, so that 
the older quality must eventually become obsolete. This kind of quality 
change. associated with innovation and progress, leads to “improved” 
rather than “higher” quality. A new idea having universal or near- 
universal appeal (e.g., the three-passenger front seat) or a technical 
improvement in design (e.g., steel-shafted golf clubs) lie in this cate- 
gory. Here the superiority is not due to better materials or workman- 
ship, nor does the change alter the grade or price class to which a 
product belongs, but rather creates quality differences and improvement 
within each grade. Innovational change in quality, if considéred an 
improvement, eventually makes obsolete the previously accepted qual- 


ity, whereas differences in vertical quality, being accompanied by cost - 


and price differences, show no tendency to be eliminated. 
Actual quality changes do not always fit neatly into one or another 
of these three categories. A change may be a hybrid, such as innova- 


tional-horizontal, or may contain elements of all three, or may be in- 


novational with respect to some horizontal qualities but not with respect 
to others. The above classification is simply an analytical device, im- 
perfect yet highly useful for detailed analysis of quality competition. 


II. The Principal Assumptions 


In analyzing quality equilibrium, simplifying assumptions are of 
course needed. Moreover, it seems desirable to reduce the complexity 
of our task by restricting our scrutiny for the present to one aspect of 
quality variation. In the model here developed three apo tant simpli- 
fications will be made: 

(1) Innovational variation will be ruled out. Although this exclusion 
is made with some reluctance, since quality adjustments in the real 


* The fact that some qualities are neither "better" nor "worse" than others, but merely 
better suited to some people’s wants (and less suited to others’) seems so self-evident that 
the statement presented above may be deemed superfluous. Yet the idea needs emphasizing 
since economists have so frequently written as if all significant quality differences were of 
the vertical type. See for example Marshall, Principles of Economics, 8th ed. (London, 
1920), pp. 100, 113; Stephen Enke, “Profit Maximization under Monopolistic Competition," 
Am. Econ. Rev., June 1941, XXXI, p. 322; M. W. Reder, Studies in the Theory oj Weljare 
Economics (New York, 1947), p. 74. . 

The related idea that quality differences always involve cost differences has also been 
expressed from time to time. See E. H. Chamberlin, The Theory of Monopolistic Competi- 


tion, 5th ed. (Cambridge, Mass., 1946), p. 96; Joan Robinson, The Economics of Imperfect , 


Competition (London, 1933), P. 90 n. 
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world are to a large extent innovaticnal in character, to attempt to 

incorporate innovational changes in & model concerned with quality 

equilibrium would raise enormous analytical difficulties. Human in- 
genuity is capable of devising countless variations of products. Progress 

in science and technology opens up ever new opportunities for further 

variation. Even in an economy in whick people's wants remain constant, 

the number of moves and countermoves needeG dor the achievement of 

quality equilibrium would seem to be indefinitely great. To make our 

analysis manageable, we must impose conditions under which equi- 
librium is conceptually attainable within a reasonably short period. 

- The assumption that nd innovationa: variation in quality occurs does 

not rule out all pioneer quality changes; two sorts rernain possible, A 

new quality may be selected “in between” the qualities of two variants 

already in existence. (If bicycles of 24-inch and 26-inch wheels are 

already being produced, producers are free to offer a 25-inch bicycle.) 

And in the typical case in which a product's quality is compounded of 
numerous variable elements, existing quality elements raay be put 
together in new combinations.* 

(2) Since it' seems advisable for the sake of brevity to confine this 
essay in model-building to one kind of quality adjustment, the conse- 
quences of korizontal variability wil! be assumed rather than deduced 
from other assumptions." Accordingly, the model constructed below will 
show only the equilibrating vertical quality adjustments made in a one- 
fixed-price market. The following set of assumptions about horizontal 
quality differences and adjustments will be made: (a) Each firm's 
product differs horizontally from every other and attracts its own 
‘group of buyers. (b) Buyers’ preferences and producers' choices of : 
horizontal quality are such that, in the absence of vertical quality 
differences, the demand for every variety is the same, and therefore all 
firms have equal outputs. (c) When firms enter or leave the industry, 
horizontal quality adjustments take place in such a way thet the above 
condition continues to hold. 

(3) Vertical variability will be restricted to a single dimension, and 
conceived to be of such a character that the possible varieties can,be ar- 
ranged in order, in an “array” or “spectrum.” More specifically, it will 
be assumed that vertical quality is variable in only one respect, is 
continuously variable, and is such that for every level of quzlity there is 

* See. Norris, op. cit., p. 187: "In most commcdity clusters, by taking thought one can 
perceive numerous rearrangements of existing qualitative differences, which are not offered.” 


"In a more comprehensive study of pure quality competition it would certainly be de- 
sirable to deduce the step-by-step process of horizontal adaptation and the position of 
horizontal equilibrium under various hypothetical conditions, in order that firms’ behavior 
with regard to horizontal variability be explained rather than merely assumed. 
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a different, and only one, corresponding cost function. 

This restriction enables us to depict quality levels graphically by 
drawing their corresponding cost curves. In reality, of course, product 
quality is likely to consist of numerous variable components, both hori- 
zontal and vertical; in fact, it is the multidimensional character of 
quality that makes choice between quality alternatives so much more 
difficult than choice between price alternatives. But when a product is 
verticzIly variable in several respects, the level of quality is conceivable 
only as some kind of average of the levels of the various vertical quality 
components, and the relationship between cost and vertical quality is 
obscure. The above simplification removes* this difficulty. 

Assumptions are also needed with regard to the way in which vertical 
quality variation affects demand. Two situations must be distinguished: 
one, ir: which vertical quality changes are made by all firms in unison; 
and the other, in which one firm raises or lowers quality while the rest 
‘of the firms leave quality unaltered. 

Let us consider first market demand as a function of quality height 
when vertical quality changes are made simultaneously by all firms. 
Unless demand is totally inelastic, a rise in vertical quality in a fixed- 
price market—like a fall in price in a fixed-quality market—will affect 
the amount demanded to some degree. Buyers will purchase more. Yet 
the statement just made is ambiguous; does it mean that they will buy 
more units of the product? or merely that they will purchase enough to 
bring them more satisfaction? This question does not arise in the theory 
of price, since when products remain unchanged in quality an increase 
in satisfaction can be obtained only by an increase in the number of: 
units consumed. But when quality is vertically variable, this is no 
longer true. 

Suppose a situation in which mining companies are supplying ore to 
a copper-refining firm, and now offer a higher-grade ore at the same 
price. Will the refining firm increase its purchases? If the demand for 
refined copper is not totally inelastic, the firm will certainly buy a large 
enough quantity to give it a greater volume of refined copper, but it is 
altogether possible that a smaller volume of the superior ore will yield 
the increased volume of copper desired, in which case the firm's 
purchases of ore will actually be reduced. A similar pattern of response 
is possible in cases where the desired ingredient is not a physical sub- 
stance like copper, but a psychic quantity or a measurable service, such 
as mileage in an automobile tire. In all such cases it is necessary to dis- 
tinguish between.the volume of satisfaction desired by the buyer and 
the number of units desired. 

To obtain the sharpest picture of buyers’ response to a vertical 
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change in quality, let us consider the kind of vertical variation in which ' 
an upward ckange increases the amount of satisfaction obtainable from 

a product, in the opinion of all buyers, without there being any acccm- 

panying decrease in its satisfactoriness in some other respect. Ordinarily 

a cost-raising quality change involves both a quantitative element (the 

giving of “more” of something which is invariably preferred in larger 

rather than smaller amounts) and a qualitative element (the provision 
of some other quality or qualities which are preferred in some optimum 

amount, and can be deficient or excessive). Thus it is ordinarily a 

mixture, an alloy. But the proportions of the amalgam are vzriable, and 

we can conceive of a limifing case in which only the quantitative ele- 

ment is present—when the change consists simply of an aiteration of 

the size of the unit, all sizes being equally convenient or economical, or 

of the amount of some desired ingredient contained in it, buyers being 

wholly indifferent to any concomitant variation in the amounts of ot3er 

ingredients present. 

If we restrict our analysis to this “purest” kind of vertical variation, 
the pattern of response of consumers to vertical changes can be stated 
without difficulty. Clearly it must be exactly what their pattern of 
response- would be to price changes in terms of a fixed unit. In any 
market demand schedule which embraces the gamut between the pro- 
hibitive price and the zero price, there is at least one point or range of 
output (and price or prices) at which the price elasticity of demand is 
unity; at smaller outputs (higher prices) the elasticity is greater than 
one, while at larger outputs (lower prices) it is less than one. Similarly, 
in a fixed-price market in which the.unit is of variable size there must be 
some range of small sizes in which an increase in the unit's size causes 
a rise in physical volume demanded which is more than proportional to 
the increase—in other words, it causes a rise in the number of units 
demanded; beyond this there must be a size, or series or range of sizes, 
in which an increase raises the physical volume demanded proportion- 
ally, so that the number of units demanded remains unchanged; znd 
beyond that must lie another range in which, though the physical vol- 
' ume rises further, the number of units demanded declines as the unit 

grows in size until finally, at the satiation point, the decline in units 
demanded is proportional to the increase in the unit's size. 

We need not, however, include the entire gamut of demand in our 
analysis. Just as, in price analysis, profit-maximizing or money-revenue- 


* Even changes in the size of the unit involve more than a simple quantitztive change if 
the product is packaged. Imagine, for instance, tomato juice being made avai'able to house- 
wives in cans of various sizes ranging between one ounce and one ton, all selling at the 
same price (resale being prohibited). Surely the "best buy" would be some size smaller 
than the biggest. 
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maximizing firms would never be concerned with prices in that lower 
range in which the elasticity of demand is unity or less than unity, so, 
in vercical quality analysis, we can safely ignore the corresponcing 
upper range of vertical quality, since cost-raising quality improvement 
would not be advantageous to firms in a fixed-price market unless it 
induced an increase in the number of units sold. In what follows, there- 

fore, we need be concerned only with that range of outputs in which a 
rise in quality results in a rise in sales, and vice versa. We shall assume 
(4) that output demanded is an increasing function of the height of a 
product's quality, and that all buyers, no matter what their horizontal 
preferences are, behave similarly in response to a given degree of qual- 
ity improvement. 

If all firms should raise (or lower) quality in unison, there would be 
no reason to expect any firm to gain (or lose) more or less than its pro- 
portionate share of the total increase (or decrease) in market demand. 
On the other hand, if one firm should make its product vertically 
superior to rival products, it could be expected to attract buyers prev- 
iously attached to those rival products—and vice versa. We may reas- 
onably assume, therefore, that (5) when vertical quality changes are 
made 'facross the board" each firm continues to maintain its former 
share of the market; when one firm alters quality while others do not, 
its shaze of the market changes in the same direction. 

This raises the question as to whether vertical quality differerces 
would be allowed to persist in a one-price market. Though this is 
obviously a question of considerable theoretical interest, the temptation 
to explore it will be resisted. It will simply be assumed that (6) every 
change in vertical quality made by a firm will be matched, either im- 
mediately or eventually, by all other firms. (This could be true either 
because whenever one firm is prompted to alter quality vertically, 
others are similarly prompted for the same reason, or alternatively, 
because other firms feel forced to follow suit in order to retain their 
shares of the market.) 

This assumption further narrows our field of inquiry. It may be de- 
fended on the ground that it is in keeping with the conclusion generally 
reached in monopolistic competition theory that when sellers of difer- 
entiated products have identical costs, every variety must sell at the 
same price in equilibrium. 

- A few other assumptions are needed to keep the analysis manageatle: 
(7) Ezch firm offers only one variety of the product. (8) Decisions of 
rival firms in matters of quality are made independently. There is no 
collusion. (9) Buyers act rationally and respond promptly ànd correctly 
to every change in the quality alternatives made available to them. 
(This condition bars producers from being able to exploit consurner 


834 THE AMERICAN ECCNOMIC REVIEW 


ignorance, apathy, and gullibility.) (10) All horizontal qualities cost 
the same to produce. (11) At any given output rate, cost varies with 
quality height; and at any given quality height, cost varies with output, 
in such a way that all average cost curves are U-shaped. (12) Cost func 
tions do not caange; technology is constant. 


III. Short-Run Equilibrium 


We are now ready to build a theoretical model of a market conform- 
ing to our definition of pure qualitv competition, and to study the 
equilibrating vertical quality adjustments made and the position of 
vertical equilibrium reached under certain assumed conditions. 

The assumptions stated above will be used without modification 
throughout tke analysis. Three additional assumptions are made at the 
start, then later modified: (13a) Firms seek to maximize profits. (14a) 
Every change in vertical quality is immediately matched by all other 
firms, and each firm acts on the expectation that this will be so. (In 
other words, we are assuming here that the already-assumed “eventual” 
elimination o2 vertical differences occurs so quickly, and that this fact 
is so well recognized, that no firm considers it worth while to seek the 
temporary benefits of a newly created differential.) (15a) The number 
of firms is fixed at ten." 

Let costs—which are similar for every firm—be as shown in Figure 1. 
Each of the curves labeled AC depicts the average cost of producing 
a.certain level of quality, designated by the subscript. Since vertical 
quality is continuously variable, the family of cost curves drawn rep- 
resents only a few of the possible heights of quality. 

Let OP represent the fixed price, and ACs the cost curve applicable 
to the vertical quality currently being offered. Let the market demend 
for this quali-y at this price be such that every firm's demanded output 
(one-tenth of the market demand) is OM. We thus start our analysis 
with each firm earning only normal profits—the position that would 
be attained if vertical quality were held fixed and the number of firms 
allowed to vary until excess profits or losses were eliminated. Let firms 
now be free to vary quality vertically. Our problem is: what variation 
will occur? 

In order to investigate this question, we need further information 
about demand: namely, the change in quantity demanded associated 
with each change in the level of quality. This information can be as- 
sembled in the form of a schedule, aad plotted as a curve; but it will 


*Use of numbers rather than algebraic symbols to designate the number of sellers is 
solely for convenience in exposition, and is not to be regarded as diminishing the model's 
generality. If the reader prefers, x can be substituted for 10, % + J for 11, etc. 
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not be the familiar kind of demand curve showing quantity demanded 
as a function of price. Instead, it will show quantity demanded as a 
function of quality height, or, more precisely, of the cost uniquely 
associated with that height of quality at that rate of output. 

Let us imagine the vertical quality to be varied while price is left 
unchanged, and note with respect to each quality height the output 
demanded, and also the unit cost of supplying that output. For each 
quality selected a point on our diagram can be found, the x distance of 
which represents the quantity demanded (the number of firms being 
what it is) and the y distance the unit cost of supplying that quantity. 
'The locus of points so obtained is the desired curve. 

'This curve is sufficiently unconventional to warrant some further 
comments as to its character. It is, in a sense, a demand curve; for it 
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FIGURE 1 


shows, for each height of quality selected (represented by the cost of 
supplying that quality), the quantity demanded. But it differs from the 
ordinary demand curve in that it does not give the demand price but 
rather the demand cost at each rate of output—that is the cost which 
the firm must incur in order to induce the purchase of that output, price 
being held at a predetermined level. 

Its usefulness lies in the fact that it reveals the various options actu- 
ally open to producers in a fixed-price market. In a “purely competi- 
tive" market the conventional average cost curve indicates genuine 

options. There each producer is at liberty to market as large or as small 
an output as he pleases; the cost curve and price line are useful in that 
together they reveal the consequences of each possible decision, and so 
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show which options are less desirable than others. But in a fixed-price 
market in which products differ horizontally in quality the conventional 
average cost curve does not contain options actually open to producers. 
All but one of the cost-output combinations on the curve are unattain- 
able as long as the buyers’ demand functions, the price, and the number 
of firms remain as they are. The producer is not free to unload on the 
market any output he chooses of a given level 5f quality; only if he 
varies vértical quality to the extent necessary to induce buyers to 
purchase the output he has in mind does that output become a genuine 
option. And then it is the cost of producing tat quality which is the 
relevant cost in weighing the desirability of adjusting output to that 
rate, Hence the curve just described, relating demanded output to the 
cost of supplying that output, serves precisely the same purpose in a 
fixed-price market which the conventional cost curve serves in a fixed- 
quality market. 

Since it reveals the cost of each of the actual options open to pro- 
ducers, this curve will be termed the cost of options curve, or, more 
briefly, the options curve. 

Referring back to Figure 1, suppose that if quality AC» is selected, 
each firm's share of the resulting market will be OJ; if AC; is selected, 
demanded output will be OK; if ACs is selected, OL; and if AC; is 
selected, ON. The curve O, drawn in conformity with these supposi- 
tions, shows the possible choices open to the firm. 

What shape should an options curve have? If average cost curves . 
"were horizontal lines, the options curve would climb continuously 
upward, showing an increase in unit cost associated witn each rise in 
quality. But since average cost curves are assumed to be U-shaped, a 
complication arises: vertical variation influences cost in two different 
ways. On the one hand it alters the cost associated with any given out- 
put—that is, it shifts the average cost curve bodily. Its effect along this 
channel is always the same: a rise in quality means a rise in the cost 
function, and vice versa. But vertical quality change also alters the 
actual rate of output (except when the elasticity of demand is unity), 
so that the unit cost becomes different from what it would have been if 
output had not been affected. In other words, it causes a movement 
along the curve. And its effect along this channel is not always the 
same. Up to a point a rise in quality brings an increase in sales that 
makes possible economies resulting in a lower unit cost compared with 
the cost of the same quality produced at the lesser rate; but this effect 
gradually diminishes in force as output is increased until there finally 
comes a point where diseconomies arise that raise the unit cost of 
producing a given quality. Thus for a while the two influences pull 
against each other; and it is likely that at very low rates of output the 
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added cost of producing a higher quality will be more than offset by 
the reduced cost of producing on a larger scale. At such rates unit cost 
falls as quality is raised, and the options curve has a negative slope. 
But eventually the two influences reinforce each other, and unit cost 
must certainly change in the same direction as quality; the options 
curve then becomes positively sloped, and continues so until that height 
of quality is reached'at which quality raising no longer raises output, 
when the curve becomes vertical. At still higher quality levels it bends 
backward. 

If a family of U-shaped cost curves were drawn one directly above 
the other, it would be geometrically possible to draw an options curve 
which bent more and more in a counterclockwise direction until it 
showed unit cost falling once more as quality rose to very high levels. 
But this would be an improbable situation. It should be expected that 
when quality rises the average cost curve not only rises but shrinks 
toward the left, In the limiting case in which changes in vertical quality 
are merely changes in an accounting unit, the minimum-cost output 
rate must vary inversely with the sizé of the unit. In that case the locus 
of minimum points of the family of average cost curves would be a 
rectangular hyperbola, and no decline in output short of an actual 
decline in physical volume would keep the options curve from rising. 

Since quality reduction is not advantageous unless it reduces unit 
cost, and quality raising is not advantageous unless it increases demand, 
we can confine our analysis to that range of vertical variation in which 
both unit cost and output vary positively with quality, thus ignoring 
the negatively sloped portions of the options curve. 

It must be borne in mind that the position and shape of the options 
curve vary with the number of firms in the industry. This is because 
the firm’s demanded output at each quality level varies with the number 
of firms, whereas its average cost curve relevant to each quality remains 
fixed. ‘Therefore the firm’s options curve shrinks upward and toward the 
left as new firms enter the industry. This complication will be dealt 
with shortly, when the number of firms is permitted to vary. 

Now let us apply the options curve concept to the problem in hand. 
Under the assumed demand conditions it would not pay the firm to 
raise quality. At any output Jarger than OM, cost is higher than price. 
Quality reduction would be profitable, however. Any one of the four 
levels ACz, ACs, ACs, and ACs would be an improvement. What level 
will be most profitable? The answer is found by drawing a marginal 
cost of options curve, showing for each rate of output the increment in 
total cost necessitated by a rise in quality sufficient to expand salable 
output by one unit. The point at which the marginal-cost-of-options 
_ curve intersects the price line denotes the output (and the quality 
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associated with it) that maximizes profit. This is shown in Figure 1, 
the marginal curve being labeled MCO. It can be seen that every firm . 
will select OK of quality ACs. With a change to this new level super- 
normal profits are earned. 


IV. Long-Run Equilibrium 


* 

We now relax assumption 15a, substituting 15b: The number of 
firms is allowed to vary. Profits invite entry. When an eleventh firm 
enters, each firm's demand shrinks to one-eleventh of the market de- 
mand. Its output, let us say, is now in the neighborhood cf OJ; the 
firm is in disequilibrium once more. The options curve drawn in Fig- 
ure 1 no longer holds. In order to determine the equilibrating adjust- 
ment needed, a new curve must be plotted, appropriate to an eleven-firm 
industry. In fact, we need at this point to visualize a whole family of 
options curves, one for each of the possible number of firms. 

` How should such a family be drawn? If we think of the options curve 
as composed of points, each of which lies on some AC curve associated , 
with some level of quality, a new firm's entry causes these points to 
slide clockwise along their respective AC curves sufficiently so that 
each point is the same fraction of its former distance from the vertical . 
axis. For each number of sellers these points lie differently end a sep- 
arate options curve can be drawn. 

None of the curves will intersect another; for when the number of 
firms increases, each point of the newly formed curve must lie some- 
where to the left of the corresponding point (ż.e., the point representing 
the same height of quality) on the old one. And since the AC curves 
are concave from above, and descend more steeply than the options 
curve, and rise less steeply, each point on the options curve near its 
right extremity will move downward and to the left when a new firm 
enters, but the slope of its path will be less steep than the slope of the 
options curve at that point, while each point near the left extremity 
will move upward and to the left, and the slope of its path will be 
steeper than the slope of the options curve at that point. Therefore any 
new options curve formed by the entry of an additional firm must lie 
wholly within the area bounded by the former options curve. 

The curves will also converge as we follow them upward to the left, 


* Tt does not necessarily shrink to ten-elevenths of its former demand. A somewhat smaller 
shrinkage is to be expected, since there is an offsetting factor. Entry of a new firm causes 
products to be “spaced closer together” horizontally, which may be presume to reduce 
their horizontal unsatisfactoriness on the average, and thus to increase the market demand. 
But so long as market demand grows less than sufficiently to offset completely the shrink- 
age in the firm's percentage of the market, the irm’s demand will become smal’er. This 
must now be assumed to be the case. ] 
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since taey cannot cross the y axis but must continually approach it. 
And they will also converge as we follow them upward to the right, 
since each curve in the family must approach the limiting output at 
which the product must be given away free (or its size made infinitely 
great if the price remains fixed) and this limit must also be the y axis, 
i.e., an infinitely small number of units. 

The family of optións curves appropriate to our model is shown in 
Figure 2. In this diagram Oe corresponds to the O of Figure 1, and 
MCO.» to MCO, the subscript 10 indicating a ten-firm industry. 

The new output rate is shown in Figure 2 by the intersection of 
AC, and the new options curve On. It will be profitable for each firm 
to move to the right along On (2.e., raise quality) until it reaches an 











Ficure 2 


output at which its new marginal-cost-of-options curve (not shown) 
intersects the price line. As Ou has been drawn, excess profits will 
continue to be earned. These will attract further entry, which will cause 
a further shrinkage in output per firm, which will induce firms to adjust 
quality upward still more; and this process must continue until excess 
profits are eliminated. Curve Oi; is drawn to illustrate the final equi- 
librium position. With twelve firms in the industry OH is the equilib- 
rium rate of output, and AC; the equilibrium height of quality. Thus we 
see that long-run equilibrium is reached when the options curve shifts 


" 
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upward and to the left (as new firms enter) until it becomes tangent to 
the price line, 

This is the maximum number of firms (and varieties) possible in the 
industry. If a thirteenth firm entered, there would be no possible way 
by which firms could avoid losses. 


V. Alternative Equilibrium Sitdations 


Different equilibrium positions are reached if assumptions (13a) and 
(14a) are altered. Suppose, instead of (14a), we assume (14b): Each 
firm expects the vertical quality of all rival varieties to remain un- 
altered although actually, since all firms are faced with similar condi- 
tions and behave similarly, all firms make identical decisions as to 
vertical quality. Now the firm’s actions are based on the belief that any 
given cheapening of quality results in a greater loss of sales than before, 
and any given quality betterment in a greater gain in sales. The options 
curve concept can be retained, but new curves would have to be drawn, 
indicating, for each industry-wide level of quality and for each number 
of sellers, the sales volume which the firm would secure by each vertical 
change if other firms kept quality unaltered. 

This is a more complex situation. For each number of sellers in the 
industry, a family of options curves is needed, each of which intersects 
the “industry-wide options curve” (the curve shown in Figure 1) at 
the point at which the quality of the firm’s product is the same as that 
of the rest of the industry. Let us imagine, in the situation depicted in 
Figure 1, that one firm varies quality while all other firms adhere to 
quality ACs. How should the options curve appropriate to this supposi- 
tion be drawn? It would intersect the price line where the ACs curve 
intersects it, but it would be a flatter curve—it would intersect the ACs 
curve, for example, further to the left, and the AC; curve further to the 
right—and would be tilted more to the right, so that its minimum point 
would lie further to the right. 

Provided that the newly drawn curve were not so tilted as to be 
tangent to the price line, it would show the profitability of the firm’s 
reducing quality to some lesser extent—to ACs, say. Since all other 
firms likewise reduce quality to ACs, the firm finds that its output has 
not shrunk as much as had been anticipated; their action has shifted 
the firm’s options curve downward and toward the right so that it inter- 
sects the ACs curve at the point where the industry-wide options curve 
. in Figure 1 intersects it. Further quality reduction is now worth while. 
By a succession of such adjustments the industry. reaches its short-run 
equilibrium, with some excess profits being earned, and entry of new 
firms invited. 


>, 
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The process of reaching long-run equilibrium involves similar adjust- 
ments. These need not be described here in detail. It is sufficient to point 
out that because of the tiltedness of the options curves (as compared 
to the industry-wide curves shown in Figure 2), tangency to the price 
line will be achieved before the number of firms is increased to twelve 
so that in the final equilibrium quality will be higher than ACs and the 
number of firms fewer than twelve. 

Now let us replace the profit-maximizing assumption (13a) with 
(13b): Firms desire no more (and no less) than an average return on 
investment, but always prefer a larger to a smaller volume of sales. 
Their objective is thus output maximization, subject to the condition 
that average cost does not exceed price.? In this case, contraction of 
output through quality reduction for the sake of temporary profit will 
be avoided. Expansion of output through quality raising is also undesir- 
able so long as the number of firms remains unchanged, since it entails 
losses. But if we suppose that each firm believes that a rise in quality 
will force some competitor out of the market, and is willing to pay a 
temporary price for eventual gains in sales, quality raising will occur. 

If firms, producing OM of AC; in a ten-firm industry (see Figure 2) 
raise quality to the level at which their new cost curve intersects the 
price iine at, say, an output of OQ, and if the market demand should 
be nine times this output when quality is at that height, sales would 
temporarily fall short of OQ and losses would be incurred until one 
firm left the industry; then the remaining nine would earn the “normal” 
rate cf return once more, and on an increased volume of sales. This 
process would continue either until the minimum point on an average 
cost curve were reached, or, if that point could not be reached in an 
industry of more than one firm, until the number of firms were reduced 
to one. According to Figure 1, a seven-firm industry could produce 
quality AC: at the minimum average cost rate, OR. Here equilibrium 
is reached. This is the maximum height of quality that can be produced 
and.sold at price OP without incurring losses. 

If firms sought to maximize output, yet were unwilling to undergo 
temporary losses for the sake of growth, no firm would follow this 
aggressive policy, but would adjust quality to the height at which the 
unit cost of producing the quality demanded equaled the price. Thus 
OM would be one of several possible long-run equilibrium positions. 


° This assumption emphasizes the empire-building aspirations rather than the monetary 
appetites of business leaders. The writer will not take the space to defend its realism here. 
For justification, see J. A. Schumpeter, Theory of Economic Development (Cambridge, 
Mass., 1934), p. 93; R. A. Gordon, Business Leadership in the Large Corporation (Wash- 
ington, 1945), pp. 305- 12; J. M. Clark, "Toward a Concept of Workable Competition,” 
Am. Econ. Rev., June 1940, XXX, 247. 
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Which position was actually reached would depend on the number of 
firms that happened to be in the industry. 

By varying our assumptions we have found several alternative sets 
‘of conditions of long-run equilibrium: (1) that in which the number 
of varieties (among those numbers capable of being produced at a 
cost equal to price) is maximized, quality height being adjusted to the 
level necessary to achieve this maximization; (29 that in which quality 
height (among those heights capable o£ being produced at a cost equal 
to price) is maximized, the number of varieties being whatever number 
makes possible this maximization; and (3) various intermediate posi- 
tions, in which vertical qtiality is higher than in the first case though 
less than in the second, while the number of varieties is greater than 





FIGURE 3 


in the second case though less than in the first. We have located a range 
of equilibrium positions. 

That there is a range rather than a single position is not due to the 
fact that competitive adjustments are forced to take the form of quality 
changes rather than price changes. The equivalent of each of these 
positions can be shown on a conventional diagram of a firm selling a 
differentiated product of fixed vertical quality in a monopolistically 


competitive market. l l 
Equivalent to the case of concurrent quality changes is the case of 
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concurrent pricing, which, when employed by profit-maximizing firms, 
maximizes joint profits. Each firm adjusts its price on the basis of a 
demand curve which is 1/mth the industry demand curve, # being the 
number of firms. In Figure 3 such a demand curve is shown as Duo. If 
firms ‘have been producing for a market in which price has been fixed 
at OP and are now free to alter the price, they can gain supernormal 
profits by raising the price. But entry of new firms will shift the de- 
mand curve leftward. Equilibrium is attained at OH when the curve 
reaches the position Di; where it is tangent to the cost curve. 

The equivalent of our second equilibrium position can also be shown. 
Its conditions correspond to the Chambetlinian assumptions, Each 
firm's demand curve (based on the expectation that prices of other 
varieties remain unchanged) is more elastic than the curve showing the 
volume of sales when all competitors! prices change too. Equilibrium is 
aitained at OL when entry of new productive capacity pushes Dio 
leftward to the position Dii, where the firm's demand curve, which was 
dio and is now du, becomes tangent to the cost curve. 

The equivalent of our third equilibrium position, based on desire to 
maximize output, acceptance of average-cost pricing as a norm, and 
willingness to take temporary losses, is at OR. 

These comparisons enable us to see how similar to price variability in 
its final effects is vertical quality variability. 


VI. Implications of the Analysis 


The writer is fully aware of the limited scope of the analysis just 
presented. The model studied illuminates only one small corner of 
the g-eat arena of quality competition. 

By restricting ourselves to a study of equilibrium, we have obtained 
a picture of competitive behavior with regard to quality variability 
which is highly artificial and seriously incomplete. This is unavoidable. 
A prerequisite of equilibrium is the attainment of perfect knowledge 
(or, alternatively, an unalterable state of knowledge). Equilibrium 
analysis therefore turns its back on the semi-ignorance, uncertainty, 
and exploratory character of real-life economic activity. The typical 
patterns of quality competition are in large part founded on disagree- 
ment as to the best means of satisfying wants, and reflect the continual 
experimentation that is so strikingly characteristic of economic be- 
havior. Innovation is intelligible only when viewed in such a setting; it 
is inherently experimental, risky, a challenge to the current state of 
knowledge and currently prevailing attitudes. Equilibrium analysis, on 
the cther hand, necessarily assumes that the newest ideas have become 
common property, and have been tested out long enough so that their 
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value is no longer in doubt. It therefore omits this important aspect of 
economic behavior, revealing only those aspects of quality competition 
that are connected with cost differences and the diversity of wants. 

` By further restricting the analysis to a study of vertical variability 
of quality, we have neglected the important area of horizontal variabil- 
ity, in which decisions regarding quality affect the range of choice open 
to buyers, and the degree to which products corfform to buyers’ needs 
and tastes and are suitable to the uses to which they are put. 

Our analysis would also have been more comprehensive if it had not 
abstracted from certain frequently found conditions in the real world— 
for example, semi-ignorafice, gullibility, and the bewildering com- 
plexity of choice when quality variability is multidimensional and in- 
formation about quality and product performance is not readily avail- 
able. 

Nevertheless, the analysis has been of some use. It kas made clear 
one thing which may be familiar enough to observant students of eco- 
nomic life but which customary methods of economic analysis do not 
show: namely, that vertical quality competition performs essentially 
the same functions that price competition performs. Whenever price 
is excessive relative to product—or, to put it the other way round, 
whenever product is deficient relative to price—it causes producers to 
revise their offers, making them more attractive. Thus, like price 
competition, it induces behavior which results in the elimination of ex- 
cessive profits. Similarly, the firm’s equilibrium position in a fixed-price 
market with vertical quality freely variable appears to be identical with 
the position reached in a fixed-quality market with price freely variable. 
When products are horizontally differentiated, and when firrns seek to 
maximize profits, the firm’s output falls short of that at which unit 
cost is minimized, It could also be shown that, when horizontal differ- 
entiation is lacking, output settles at the minimum-cost rate. Thus 
vertical quality competition, like an able understudy, steps into the 
breach when price competition ceases to function and brings about 
results usually associated only with price flexibility. 

The analysis thus makes it clear that a uniform, unchanging price is 
not necessarily evidence of lack of competition. Absence of price varia- 
tion may indicate merely that competition is restricted to the quality 
dimension. Only when quality is also uniform and rigid is competition 
lacking. Unless economic investigators are aware of the inverted 
“price” competition that can occur when vertical quality is variable, 
they may be led into serious error in their appraisal of the competi- 
tiveness of certain industries. 

In industries characterized by quality flexibility, the term price 
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rigidity is inappropriate, since it has no economic significance. The term 
is sure:y misused when applied to situations in which the price of B 
on Tuesday is the same as the price of A on Monday; it can be mean- 
ingful only when both prices refer to the same product, and to a 
specified unit of specified quality. When the unit is fluctuating in size 
or quality, we are moored to a shifting anchor; price would have to 
fluctuate similarly in order to produce a situation comparable to that 
of a rigid-price, rigid-quality market. l 

All this suggests the need for a broader approach to the oligopoly 
questicn. Unless quality is uniform and inyariant (and actual prices 
coincide with published prices) the price theorist’s analysis of oligopoly 
is based on incomplete data. The extent to which the results associated 
with competition are realized in an oligopoly situation cannot be cor- 
rectly assessed without taking into consideration conditions with respect 
to quality differentiation and variation. Model-building of the sort 
attempted in this paper may help to turn the attention of economists 
to factors in market situations whose importance has hitherto been un- 
derestimated. 


“REALISM” IN POLICY ESPOUSAL 


By CLARENCE PHILBROOK* 


Economists in general have learned to live under the recurring charge 
that they are “unrealistic.* The term may, of course, mean many things. 
Where the meaning applies to what they do strictly as "scientists," the | 
barbs need not go deep. Against such slings and arrows there hangs 
ready a familiar armor—namely, the prestige of scientific method, 
made magically tough by having clothed also those heroes of the battle 
for knowledge, the natural scientists. Not always are economists con- 
tent, however, to remain "scientists" describing relationships and 
eschewing reference to the desirability of things, or even to remain 
"engineers" suggesting devices to achieve ends laid before them en- 
tirely by others. They do step out of these rôles and give their society, or 
some sector of it, advice which commits the adviser to responsibility for 
value judgments." They do “take positions"—Aact as advisers in a full 
sense, In this rôle too they are often faced with the charge of being 
“unrealistic.” l 

Used in this connection the epithet becomes a different missile and 
will not be turned aside by the same armor. What range of meanings 
may possibly attach to the term need not for present purposes be ex- 
plored. One particular connotation which it frequently carries will be 
singled out and attributed to the word. This meanirg is, that the 
economist charged with “unrealism” has made recommendations requir- 
ing for their fulfillment changes in things which must, for the purpose 
at hand, be treated as unchangeable. It would be brash to deny that 
such a charge may often be true. A basic responsibility implied in it 
has, at any rate, a valid claim to attention: of course the economist, to 
give useful advice to society, must regard various things as in a signif- 
cant sense beyond our power to alter. Failure to do this seems virtually 
a definition of idle dreaming. Wherever he has failed to be guided 


* The author is associate professor of economics at the University of North Carolina. He 
expresses thanks for criticism and stimulating discussion to Mr. George M. Woodward, 
Major Robert L. Bunting, Dr. Edwin J. Stringham, and Professor Dudley J. Cowden. 

> Throughout this paper the word “advice” and terms used synonomously are to be inter- 
preted in the broadest possible sense—to incluce any recommendation, inside or outside 
the classroom, made without hypothetical purpose clauses more restrictive than the neces- 
sarily implied aim to achieve the desirable. 
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properly by this precept, the economist must indeed confess that he has 
sinned. 

Yet there is a more cankerous sin which economists haye all too 
often committed in order to escape indictment. So great has become 
the scramble to turn state's evidence, that one who suggests a solution 
not treating as “given” (“here to stay”) any particular popular social 
practice is merely fortunate if no colleague misquotes him Carlyle’s 
response to Margaret Fuller’s decision to accept the reality of the uni- 
verse: “Egad, you’d better!” The charge of “unrealism” is used with 
telling effect to discredit policy recommendations without adequate 
consideration. It probably affects in no small degree the determination 
of what types of work are respected and supported in universities. 
Science has rightly been said to aim at stability of belief by cultivating 
doubt; but the spirit behind the familiar charge, by restricting the 
range of questioning deemed worth while, limits the use of science for 
this fundamental purpose. In so doing that spirit, on the negative side, 
creates a presumption that the time of scholars is readily available for 
other activity, and, on the positive side, implies that worthy uses for 
time must be sought elsewhere. It therefore fosters a test of scholars 
which, at a moderate stage of development, asks whether their activity 
is “constructive” (Does it build, not tear down? Does it look forward, 
not backward?) and, at a now common extreme, asks whether their 
activity immediately and discernibly influences practical affairs. Of 
course the man least demonstrably ineffectual is he who advises others 
to do what he knows they will do without his advice. Indeed, the com- 
petition for reputation as “realists” works toward a condition in which 
students ‘of society are loath to take a minority position. Society tends 
as a result to lose the benefit of that disinterested, fundamental, con- 
tinuous criticism which, unless provided by persons made independent 
of practical affairs for that very purpose, is unlikely to be forthcoming. 
There has grown a widespread practice of cooperation with “things as : 
they are," without explicit criticism of them, which is bound to have the 
effect of active-approval regardless of whether such is intended. Thus, 
the spirit of “Egad, you'd better!” bids fair to render the field of politi- 
cal economy not merely useless but actually damaging to the social 
welfare. 

However, I wish to invite contemplation and discussion; for the 
practical consequences - -hinging upon the treatment of this issue are 
enormous, and yet the matter seldom crosses the threshold into sys- 
tematic consensus-seeking, but rather remains a little-explored source of 
recurring irritation and ad koc dicta. I should like, therefore, to avoid 
resting upon the controversial conclusion stated above, and find a more 
neutral point of departure. 
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Perhaps this can be found along the following lines. In deciding what 
advice to give, one clearly must regard some conditions as given. On 
the other hand, the very fact that some one is to be advised to do some- 
thing which presumably he might not otherwise do mezns that not 
everything in the situation is being treated as given. Evidently what is 
at issue is “correctness” in the selection of things to be so treated. If 
we can find literally no criteria, consensus on policy is indeed hard to 
come by. It must then be impossible to force the “unrealist” to regard 
the necessary things as fixed; and, on the other hand, his critic can 
always, by “realistically? accepting the universe of his choice, find 
sanctuary against the necessity of defending his own positive policies. 
Is it possible to sav anything helpful toward consensus about what 
actually constitutes “realism,” in some defensible sense, in the selection 
of proposals on policy? It may turn out so, if we explore a path 
through a series of intellectual positions, asking how far it may reason- 
ably be supposed that plaintiff and defendant can walk together and 
where they might feel forced to part company. The methcd will be to 
start with a position which a “realist” surely will not think labels alter- 
able any conditions which are not so, and progressively introduce ele- 
ments which he might consider less “realistic,” at each staze inquiring 
whether he really would be likely to reject the new element. Finally the 
question will be raised whether the “realist” can reasonably insist upon 
any principle which would enable him to use meaningfully the familiar 
charge. An effort will be made to maximize the ease with which any 
telling rebuttal that may be available against the argument of this paper 
can be made, so that if the conclusions reached here are wrong the fact 
may be made clear and many of us may mend our ways in keeping 
with a sound “realism.” 

'The position most safely "realistic" would seem to be that which 
took everything in the situation as given, including both the physical 
universe and the attitudes of all persons. One who adopted it would 
presumably interest himself exclusively in the discovery of regularities 
and the forecasting of events. The fect that this view by no means 
corresponds to the scientific outlook in total does not assure that the 
two are never thought to be identical. Such identification probably ac- 
counts in no small measure for the high prestige of simply any "empiri- 
cal" research as opposed to “arm-chair theorizing”: almost any con- 
ceivable collection of figures will be regarded in important quarters as 
representing a certain hard-headed practicality, while any serious dis- 
cussion of what is the real significance of the collection is considered 
either jealous carping or mere mental gymnastics by minds too lazy to 
do “constructive” work. Finding “what the facts are" is the great task 
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according to this view; for, if they were once discovered, we should then 
bein position to make forecasts. 

This position has great appeal to men of scientific bent, and indeed 
to all of us. It is “obvious” to common sense that every effect must have 
a cause and that any state of mind must be an effect of preceding states 
of mind, body, and environment. To be sure, some embarrassment may 
arise in trying to find 2 function and purpose for the scientist himself; 
for, although the surrounding stimuli may cause him to emit sounds and 
cause us to call the sounds a forecast, he cannot in this view "influence" 
anything, and the notion of function, including that of purpose, is it- 
self meaningless. Nevertheless, the mere fact that an analyst will 
typically use words which imply that his conclusions are yet to be de- 
termined by the effort of investigation or discussion does not prove the 
deterministic position false. Activity that is apparently purposeful may 
be viewed either as the result of a free will operating with its available’ 
means toward some goal, or alternatively, as the movement of a set of 
pre-established forces working toward equilibrium. In the determinist 
view the pseudofunction of the scientist is that of a cog in a machine. 
The tempting query why, if determinism is true, the scientist would 
struggle as he does, or society pay him to do so, is itself meaningless, 
for “would” no longer can connote volition and "struggle" has no mean- 
ing; he and society do not do, in any significant sense, what they think 
best—they simply do. 

The well-known and fatal difficulty with the deterministic attitude 
that we must treat everything as given is that the truth of its opposite 
also is obvious and is inevitably dominant in our procedure. It is cer- 
tainly impossible for the mind to act regularly as if it regarded itself 
as an epiphenomenon accompanying the burning out of a physico- 
chemical reaction. Although nuclear physicists could not alter the fact 
of the fissionability of the atom, it is said that some of them believe 
they could (as well as should) have refused to discover the fact or, 
at least, to put it to its most famous use. No analyst will, where it 
counts, cling to a purely deterministic position. All will “play like” their 
“decisions” are decisions in the common-sense meaning of the word and 
capable of affecting reality. 

Social analysts as advisers will, then, take at least one step away from 
regarding everything as given and still feel themselves to be “realists.” 
The most modest step is exemplified where the analyst occupies an ad- 
ministrative post with some discretionary power. A man in that position 
would believe that the word “discretion” had some meaning—that the 
external situation could be influenced by a decision, such as, for ex- 
ample, to allow a certain wage rate to be raised. The step is modest in 
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that it leaves the scientist in the same instrumentalistic relation to the 
situation as he might bear to a group of chemical materials to be 
manipulated. Further, nearly all social analysts would take another 
step without at all losing a sense of “realism,” in believing that they 
might actually influence the world by giving advice to crucially placed 
administrators or legislators—on occasion simply by making evident to 
them the truth of a cause-and-effect sequence of the validity of a value. 
Indeed, adding together these two steps, we have the basis for what 
appears to be regarded as the most valuable activity of analysts as 
social advisers, although a relatively high respectability seems to attach 
also to the act of advising*organized pressure groups. 

The range of possible change, and of influence of the social adviser, 
is relatively narrow if channels of induence are restricted to those just | 
mentioned. For most important changes (usually legal) require a 
change of attitudes on the part of a large number of persons. This need 
not appear true, to be sure, to one willing to take a purely instru- 
mentalistic view, In that outlook, the range of action would be con- 
siderably broader, since it would be possible to advise holders of power 
to use their power “for the good of the people" with small regard for 
what the people thought they wanted. Indeed, much recent history of 
government might be accounted for in terms of a general belief that 
“realism” is violated by those who hope social advisers may have in- 
fluence otherwise than directly. This instrumentalistic position need 
not disavów the possibility of change in mass attitudes: a benevolent 
government may “educate” the people to agreement with its measures. 
This is.a clear-cut, possible intellectual outlook; but if such neo- 
Machiavellianism is to be espoused, the social scientists adopting it 
should make as clear as they can that they have given up hope of that 
consensus-created, not merely consensus-creating, government which is 
usually called democracy. Those who believe that consensus should 
precede political action must, it is merely tautological to say, believe 
the archetype of their "action" as advisers to consist of effort to help 
others discover correct attitudes; so we may suppose that, in consider- 
ing attitudes to be among the alterable conditions, we stil. have the 
company of “realists” whose ultimate values include a rôle for democ- 
racy. 

Since important changes in society do require alterations in the atti- 
tudes of many persons, social analysts, in order to form opinions on 
what changes would be worth while if they could be brought about, must 
often consider at great length what processes would go forward under 
assumed conditions which are often at variance with the facts. 
Strangely, by carrying on such considerations carefully rather than 
carelessly, men call down upon their heads some of the mos: scornful © 


i 


PHILBROOK: “REALISM” IN POLICY ESPOUSAL 851 


charges: “unrealistic,” “too theoretical,” “purist,” and the like. Yet it is 
difficult to see what could be more “unrealistic” than saying that a 
change would be-worth while (unless mere change for its own sake is 
the sole issue) without first methodically considering what results might 
reasonably be expected. So surely it may be assumed that the school of 
“realism” would accept the study of “models,” or “theories,” as indis- 
pensable. . 

It isin deciding what alterations of attitude to attempt, that the point 
arises which presumably most persons stressing “realism” have in mind. 
Should we not, they might ask, distinguish among conceivable changes 
according to whether we stand some reasofable chance of actually 
effecting the necessary shift of attitude? Why waste effort by making 
suggestions which we cannot hope will be accepted? These queries ap- 
pear to have much justice. The idea obviously is that one ought to list 
the actions open to him and attach to each a weight determined by the 
probability that it would in fact bring about the attitude change in- 
tended. 

If we described a *pure realist" position as calling for decision by 
simply selecting the advice with the highest “probability” weight, we 
ought to be able to treat it.as only a straw man. To be sure, the mere 
fact that most “realists” would reject an approach so stated does not 
mean it really differs from what they have effectively in mind; a 
major part of the thesis of this paper is that numerous economists are 
in effect espousing positions which, if stated clearly, would be repudi- 
ated by them. Nevertheless, one fatal criticism of any such bald 
“probability” approach must surely be treated as noncontroversial. No 
one would explicitly maintain that a high relative probability of having 
some eect should give priority to an act completely without regard to 
the relative desirability of the outcome it would tend to have. It seems 
reasonable to suppose, therefore, that the “realist” would accept as a 
part of “realism” the necessity oi consulting end values as determinants 
of advice. 

It becomes important, then, to recall what is required in due allow- 
ance for this element of "realism"; for, although few would deny its 
claims in the abstract, many become quite impatient when called upon 
in specific cases to give full weight to it. (Who having experienced the 
` earlier years of the New Deal can forget how frequently the conclusive 
defense of almost any policy was that the government was doing some- 
thing!) 

Evidently the adviser, having arrayed the lines of advice he might 
give on a particular issue, must assign a weight to each according to the 
desirability of the change it would tend to promote. A change can be 
desirable otherwise than for the sake of novelty only as it furthers some 
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end. But since there are conflicts of ends, an action may further one end 
and lessen the realization of another, and the net significance cannot 
be known without first evaluating the various ends (or degrees of reali- 
zation of them). Relative evaluation requires a common measure, hence | 
can be accomplished only if the “ends” are but intermediate, serving in 
turn as means to, and deriving their value from, a more general end 

(which itself is merely one of a number of enda all serving as means to 

a yet more nearly ultimate goal.) Assigning the correct desirability 

weight to a change means judging its net influence upon the realiza- 

tion of some end sufficiently general (“high”) to include all the inter- 
mediate ends touched by*the change; and this judgment irvolves trac- 

. ing the effects of the change upon each intermediate end and evaluating 
those effects in each case by reference to the inclusive end. Thus, 
literally full justification of the whole set of value weights one attaches 
to a set of policy suggestions would require laying bare the relations 
between the proposed changes and some all-subsuming, ultimate end of 
social organization. Only in this way could the mutual consistency of all 
the various means and subsidiary ends which constitute a total program 
for society be established. 

In discussion aimed at consensus, the problem is one of showing a 
disputed policy to be a means to some intermediate end and then in- 
quiring, of parties to the discussion, whether this “end” is in their 

. view necessary as a means to what they regard as some more funda- 
mental goal. If not, agreement is not logically called for. Th proponent ` 
must then try to show that the disputed “end” is a means to something 
he himself regards as a more fundamental end, and if successful repeat 
the query. It is for present purposes unnecessary to dwell upon the com- 
plexities hidden under the light reference to showing a disputed end to 
be a means; what is needed is merely a suggestion of the extensiveness 
of the obligation taken on by acceptance of the necessity of value 
weights and consensus. If consensus is to be soundly reached, a process 
of the sort indicated must go forward until the derivation of importance 
is traced back to some end the authenticity of which is acce»ted by the 
parties to the discussion. Fortunately, it is usually not necessary to go 
far toward ultimates; but the ideal student of policy, far from refusing 
to talk about the sheer desirability of a proposal opposed to his own, 
would stand ready and eager to reduce the two, no matter how differ- 
ent, to commensurability in the manner suggested. 

There is good reason to be appalled by the difficulty of the task cited, 
especially in a world become self-conscious and discordant about its 
values. It is of no avail, however, to assail as “purists,” “absolutists,” 
or “unrealists” those who call attention to the task. The only alternative 
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to readiness to defend a position in the sense indicated is to grant that 
at least some of one’s means and intermediate ends have not been tested 
for mutual consistency, and that one’s policy proposals have therefore 
no more authority than some diametrically opposite set. These con- 
siderations surely place a demand upon an economist giving advice on 
social policy that he shall have thought his way through, so far as the 
state of knowledge makes possible, to an internally consistent model of 
economic organization on which he bases his advice. The gravity of the 
potential effect of error in, policy, and the immensity of the scope for 
growth and ripening of intellect toward power to grapple with the prob- 
lems involved in discerning good policy, rertler merely ludicrous the 
widespread impatience toward “arm-chair theorizing,” which, unless the 
integrity of the men involved is in question, must be regarded as an 
arduous process of critical contemplation and integration aimed at the 
development of wisdom. 

Of course nothing in the foregoing discussion denies the notion that _ 
the end must be dealt with in the light of the availability of means. 
Neither is it affirmed that “the end justifies the means” in the sense 
that there is any end for the furtherance of which no device is too bad; 
but the ultimate end itself must contain criteria of acceptability of 
means, so that the means, if justified, are indeed justified by the end. 
Even though strong doses of starvation might have shortened im- 
mensely the employment depression of the ’thirties, the ends of the 
society justified the relief of distress. These things are probably all that 
need saying about the perennial argument over the short-run versus the 
long-run view in the selection of policy; yet one’s faith that the full 
import of attributing value weights is noncontroversial is bound to be 
shaken by memory of how often any manifestation of the long-run 
view is answered with some form of the completely irrelevant “real- 
istic” proposition, “In the long run we are all dead.” Although this 
reaction has done much damage to the search for sound policy, by limit- 
ing the consideration of ends, it may nevertheless reasonably be in- 
terpreted as something other than repudiation (in the abstract) of 
thinking in terms of ends and means. Indeed, it is probably as a rule a 
confused, distorted, and misapplied criticism, not of means-ends think- 
ing, but of presumed failure to apply fully such a calculus. More often 
than not, the thought reflected is simply a generalization of the ex- 
ample given above: the idea that the time dimension must be allowed 
for—that radical change takes time and meanwhile we must make the 
best of the situation, perhaps by means which hamper realization of 
some zccepted goal. To be sure, a proposal involving thought of the 
long run might often be criticized because it seemed to violate the true 
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“probability” approach, which we shall in a moment try to state. But, 
it may be taken for granted, relatively few “realists” wculd question 
that .in such an approach value considerations must have a place. 

It seems possible now to sum up the most likely meaning of a 
“probability” approach—a position which must be the onz that would 
be held by any who, in the light of considerable discussion, still were 
willing to make use of the charge, “unrealistic.’s Although in some cases 
only under pressure, they surely would accept these propcsitions: that 
many elements in a social situation are capable of change, :ncluding the 
attitudes which determine policy; that actions of individuals in their róle 
of “social advisers" coulfl have some influence on those attitudes; and 
that the advice to be given by them cannot be chosen withcut the aid of 
weights attached to different lines of advice according to the relative 
desirability of the change which these respectively wculd' tend to 
further. They would insist, however, that a choice can. b» made only 
_ after superimposirg another weight on each line of advice according to 
the probability of its taking effect if offered. Men called “unrealistic” 
are those who disregard this principle and presumably thosa who assign 
probability weights incorrectly. 

There is a considerable appearance of reason about this method of 
thought. Still, it requires the most careful inspection. 

It is important not to slight the fact that two lines of acvice such as 
typically give rise to controversy over “realism” are not necessarily so 
related as to make "probability" considerations relevant at all. A be- 
liever in states’ rights, for example, presumably may make clear his 
belief while yet offering good counsel on how best to operate a program 
which disregards such a conception. The relation required if “proba- 
bility” is to have any place is that the two lines of advice be truly 
alternative—that is, mutually exclusive. 

Two possible czuses of mutual exclusiveness are suggested. First, 
sheer limitation on time, energy, and intellect requires specialization; 
and some decision must be made as to the field in whick to develop 
special competence. May one not make an ample contribution by advis- 
ing the Federal Reserve authorities how best to use their powers, with- 
out questioning whether the present banking system is the best con- 
ceivable? Actually, specialization raises no problem. The question is 
whether, not having studied the possibilities of alternative systems, the 
specialist causes or allows it to be supposed that his activities constitute 
support of this system against alternatives, or whether, having decided 
another system would be better, he conceals the fact. If one applies 
“probability” thinking and recommends that approach fcr others, it 
must be from sources other than specialization that he der:ves the im- 
plied mutual exclusiveness of different pieces of advice. 
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The second cause of mutual exclusiveness which the “realist” pre- 
sumably has in mind is that the very act of approving a different gen- 
eral ccurse may destroy power to guide action along the best path in an 
established, although less desirable, direction. There is no denying that | 
suggestions from one listed among the faithful with respect to a pro- 
gram are, as "self-criticism," more likely to wield influence than is 
advice from “outsiders.” Thus we can identify conceptually a type of 
case in which the lines of advice are alternative in a sense sufficient to 
justify at least entertaining the question of whether it is desirable to be 
guided by “probability.” 

It goes without saying, that the mere identification of such a class of 
cases gives no license to beg the question of whether any particular case 
belongs to the class. If indeed “probabilities” ‘are sometimes a proper 
guide, the epithet “unrealistic” can at best be justified only upon an 
explicit showing that giving one of the lines of advice does preclude the 
usefulness of giving the other. But even for use in cases where “proba- 
bility” is formally relevant the “probability” approach i is open to grave 
doubt on a number of scores. 

In the first place, what is the criterion for the relative weighting of a 
“degree of probability” and a “degree of desirability”? There is always 
the devastating possibility that the total weight of an action in keeping 
with 2 completely evil outcome might be greater than that of one tend- 
ing to further a desirable end. Suppose that in Germany under Hitler 
it appeared that one hundred thousand Jews would probably be bayo- 
neted to death. Should I, if a German, have suggested merely a less 
brutal execution by gas—thus quite possibly doing some good—or 
should I have cried out against the whole idea, quite probably having 
no discernible influence? And, if I decided on the former, should I have 
claimed credit as a “realist” and decried as “unrealistic” any who ad- 
vised the society to let the Jews live? _ 

In the second place, the problem of actually assigning “probabilities” 
must be faced—some aspects of which are relegated to our third and 
fourth points. At present we may consider the matter from a relatively 
uncomplicated point of view. The task of assignment involves knowing 
attitudes, including in some sense their “strength,” and the force of the 
impact of each suggestion under consideration as tending to change 
them. Diffidence about analyzing matters of “attitude” would become 
us, for there are indications that merely agreeing upon a scientific con- 
tent for the term might keep sociologists busy for some time. However, 
it appears that an attitude rests upon at least these underlying factors: 
a value system, the “brute” elements provided by the senses, and 
theories relating these elements. Thus, basic to assigning “probabilities” 
would be a knowledge, with respect to each person affecting the adop- 
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tion of a policy, of how these factors combine in him to form attitudes, 
including what is the “marginal influence" of changes in the respective 
factors. Given such information, successful forecasting would require 
discerning also exactly what persons the advice would reach and in 
what form and, for each person reached, just what changes would occur 
in each of his attitude-making factors. (Since forecasts are, for the pur- 
poses in question, to run in terms of probahjlity distributions, the 
knowledge required—whatever its nature—would be more rather than 
less complex than these statements suggest.) 

In the case of an official economic adviser to one or a few immediate 
determiners of policy, presumably sufficient knowledge for a forecast : 
might be possessed—although it would be naive to take for granted that 
the enigma which man presents to man regularly yields to the degree 
of intimacy involved in such a relationship. However, to assay how 
appropriately the cited requirements might in general give pause to a 
forecaster, it would be well to recall what must be meant by “lines of 
action" open to economists as social advisers. These vary greatly as to 
immediacy of impact upon policy, ranging from the report of an official 
adviser, through systematic promotion (honest propaganda), down to a 
mere planting of seeds of thought whether in the classroom or in casual 
' conversation. Evidently the overwhelming majority of "actions" exer- 
cise their effects quite indirectly. What is the "probability" that a 
policy-influencing marginal change in attitudes will result from plant- 
ing an idea, or the means of arriving at good ideas, in the classroom: or 
in an address or in social intercourse? With what degree of immediacy, 
both in point of time and in point oi the number of intermediate im- 
pacts? À mere showing of difficulty would not invalidate the conception 
of a "probability" approach. But it would scarcely be extreme to sus- 
pect that estimates of “probability” would in the case of most expres- 
sions of espousal have a probable error so large as to render them “‘sta- 
tistically" insignificant. 

The knowledge stipulated as necessary was not characterized as suffi- 
cient for the appraisal of "probabilities." Indeed, contemplation sug- 
gests some mystery about the very nature of such a process in the kind 
of universe in question. These facts suggest a problem which for empha- 
sis we may single out as our third point: a fundamental difficulty in 
the very notion of “probability” as a property of the force of a piece of 
advice. Unless the intent is simply to lead others to act under false im- 
pression of the results to be expected, advice consists of making evident 
the soundness of an idea and relying upon the resulting recognition of 
that soundness to cause action based upon it. The force at work chang- 
ing attitudes is, then, “idea force.” "Probability" implies a mechanical 
relation, some kind of quantitative continuity. But correct conclusions 
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cannot flow from treating “idea force” as if the law of conservation of 
energy applied to it; for, however an idea may get into a mind, it is 
capable of dying there or of gathering immense force. Moreover, a 
number of minds can be seeded with one expression of the idea. Poten- 
tially, then, the force may grow at an astronomical rate. All the deter- 
minants of whether it dies or gathers strength in a particular mind, we 
simply do not know. We do know, however, that that which is believed 
to be true has an appeal to the mind believing it, over and above the 
attraction it may have on other grounds: truth has a positive appeal 
in its own right. Although other appeals may swamp this one, there is 
no limit to the possibilities of its breaking tlfrough and causing action. 
The degree of apparent influence of the person holding an idea is, there- 
fore, no measure of the potential effect of his giving utterance to it. If 
there is one beliéf fundamental to, and universal in, our culture, it is 
this notion that truth as such has power. Such justification as may exist 
for the hope of a better world lies here and here only. In the face of 
these considerations it seems doubtful, not merely whether we can 
effectively measure “probabilities” for different “actions” upon atti- 
_tudes, but indeed whether any real meaning attaches to the conception. 
In the fourth place, to guide oneself by a “probability” calculus is 
one thing, but to say then that all persons should do likewise is to fall . 
little if at all short of nonsense. There might be some sort of rationality 
to urging that others espouse according to value weights only, so as to 
leave one or a few free to add the “probability” factor. The latter pro- 
cedure implies estimating the current division of the forces of espousal 
and deciding whether one’s own influence would suffice to change an 
inferior force into a superior. Evidently, then, much of the force exer- 
cised by others must have been somehow committed. If all, however, 
follow the “probability” principle, no one can commit himself until 
many others (nearly all?) have committed themselves. Thus, for keep- 
ing public affairs relatively free from the influence of the disinterested, 
the “probability” principle would be a reasonably effective device. 
Since it would seem harsh to attribute to the “realist” a meaning so 
patently foolish, an attempt at a different interpretation may be appro- 
priate. Although the inference does not appear obviously logical, could 
. the actual meaning involve a process in which the many individual 
advisers, each with the “probability” factor in mind, somehow simul- 
taneously determine their respective positions? If so, to be sure, the 
implications are still not attractive. Major economic policy, in so far as 
it is influenced at all by economists, apparently ought to be the product 
of infinite involutions of guesses by each about what others are guessing 
about what he is guessing about what they will advocate! However, for . 
example, having advocated farm-price supports on grounds of their 
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“probability,” it appears that one may take a fearless stand in favor of 
ninety per cent of parity as opposed to ninety-five per cent—unless, 
indeed, the probabilities are too much against that. It is a depressing 
picture of the róle of representatives of that higher learning upon which 
much of the hope of social improvement has sometimes been supposed 
to depend. 

In view of the preceding point, a fifth one ie evident: the “proba- 
bility” approach rests upon an ethical atomism which migh: reasonably 
be supposed long ago to have been barred by a well-established princi- 
ple of ethics, that a precept is unacceptable for one man unless it would - 
have an acceptable outcofne when followed by all. In the face of this 
principle, how can the degree of immediate influence of a scholar upon 
practical affairs be deemed a matter of greater concern than the desir- 
ability of the direction of such influence as he does wield? 

A sixth and major indictment of the “probability” approach, al- 
though contained in much of the preceding discussion, should be made 
explicit. Fundamental to such a procedure is the fact that, while believ- 
ing one course to be the best, I say or allow it to be thought that I 
believe a different one to be the best. That is to say, the approach explic- 
itly calls for the active or passive concealment of truth, It should 
scarcely be necessary to argue against zn idea which so patently strikes : 
at the foundations of scientific integrity. 

If the thoughts assembled here are sound, men will best serve the 
cause of social welfare if they refrain both from disposing of opponents 
as “unrealistic,” in our defined sense, and from bowing to iear of that 
charge in selecting their own positions on policy. Degrees of “probabil- 
ity" are incommensurable with degrees of value, and ethical considera- 
tions do not permit the former to outweigh the latter. The assignment 
of “probabilities,” even with a highly oversimplified conception of their 
meaning, would in the great majority of cases be so difficult as to be- 
come absurd. The nature of “idea force,” moreover, makes it doubtful 
whether any real meaning attaches to the very notion of “probabilities 
of success" of different lines of advice and whether, therefore, there can 
be any such weights to superimpose upon value weights. In any case, 
to call the "probability" approach proper for all who take a position on 
policy would be to advocate a practice which would remove any ra- 
tional basis which “probability” estimates might be imagined to have, 
: by reducing all policy position-taking to a logically impossible univer- 
sal mutual anticipation ending only in universal support of the status 
quo (in so far as change depends on deliberate human planning), and 
which would of course divorce policy selection from referencs to value. 
Finally, the required concealment of truth is intolerable tc the most 


PHILBROOK: “REALISM” IN POLICY ESPOUSAL 859 


fundamental conception of the scholar’s reason for being. The *proba- 
bility” approach must surely be rejected, to say nothing of its being 
considered prerequisite to respectability. Only one type of serious 
defense of a policy is open to an economist or anyone else: he must 
maintain that the policy is good. True “realism” is the same thing men 
have always meant by wisdom: to decide the immediate in the light of 
the ultimate. The econqmist must follow this ideal as best he can—in 
humility and in readiness to compare notions both of technical relations 
and of ultimate values. 


“FULL EMPLOYMENT" 1955-1960—A FEASIBILITY TEST 


By ROBERT STANLEY WEINBERG* 


It is my purpose in this paper to outine a set of supply and demand 
requirements for "full-employment" in the period 1955 through 1960. 
In Part I a simple model defining "iull-emplovment" in terms of total 
output, Gross National Product, is developed. Part II considers recent 
past trends and empirically projects a set of annual “full-employment” 
GNP levels consistent with the model outlined in Part I. Part III con- 
trasts the total supply estimates derived in Part II with the projected 
demands of the consumer, business, government, and foreign sectors of 
the economy to test the feasibility of ‘‘full employment" under various 
assumptions. Finally, Part IV summzrizes the implicatioas and feasi- 
bility of “full employment" through the 1955-1960 period 


I. “Full Employment,” a Simple Mode! 

This oversimplifed model considers the interrelationskips between 
seven broad variables, the population (P), the labor force "L), employ- 
ment (E), unemployment (U), the length of the average vork week in 
hours (H), productivity, the output per man-hour labor i input (T), and 
total demand (GNP). 

The interrelationship between these variables can be defined with the 
following set of equations: 


L = £(P) I:I 


The labor force is a function of the population, that is, the size of the 
labor force is related to the size of the population. 


L-E=U ; I:I 
' This equation is merely the definition of unemployment. Unemploy- 
ment is equal to the difference between the labor force and employment. 


GNP 


= I: III 
(T)(H) 





* The author is a consulting economist and econometrician. The researck on which this. .. 


article is based was conducted while the author was on active duty as an officer in the United 
States Air Force. The views expressed in this artic_e represent those of the author and do not 
in any way represent officia] United States government, Department of Defense, or Depart- 
ment of Defense Agency, opinions or planning. 
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Equation I:III defines the level of employment as the quotient of GNP 
divided by the product of productivity, output per man hour, times 
the average hours worked. i 
At this.point we may now introduce an eighth variable, minimum 
frictional unemployment (U;), or that level of unemployment that will 
be acceptable at a “full-employment” level. By definition, "full em- 
ployment” will exist when U= U;. The exact level of demand required 
to attain a level of “full employment” is that level of demand that yields 

the identity . 
t= Ur I:IV 


To arrive at that level of demand required to attain exact “full- 
emplovment" equations I:II through I:IV can be solved simultane- 
ously to yield equation I:V, 


GNP = [L — U;](T)(H) l I:V 


where GNP is equal to the level of demand required to sustain exact 
“full employment.” 

If Uris taken as either an absolute (7.e., millions of workers) or a rela- 
tive (i.e., a percentage of the labor force) constant, equation I:IV de- 
tenaines GNP in terms of three variables, L, T, and H. ' 

The expression L—U; can be replaced by E which represents the 
level of employment at a “full-employment” level. Similarly the product 
of T times H can be replaced by a single term Z, where Z represents the 
output of one worker, i.e., the workers' hourly rate of output times the 
number of hours worked. 

Equation I:V i is: now reduced to siniply: 


GNP = (&)(Z) + HIVI 





For the purposes of future discussion we will consider projected levels 
of E as being primarily the resultant of a set of unique combinations of 
various demographic, sociological, and economic factors, Z will be 
considered as being primarily the resultant of a set of unique combina- 
tions cf various technological and economic factors. 
` The supply and demand estimates developed below should not be 
consideréd as forecasts, but rather as long-term trend projections. 
"These projections assume a continuation of the basic trends indicated 
below. It should be remembered that in rezlity, at best, we would ex- 
pect the "actual" levels of supply and demand to fluctuate about the 
trend vàlues shown below. 


II. Some Empirical Projections of "Full-Employment" Levels 


Part I presented a generalized oversimplified model defining full 
emplovment in terms of *full-emplovment^ levels of Gross National 
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Product. In this section a set of “full-employment” GNP levels will be 
projected consistent with the basic conditions outlined in the derivation 
of equation I: VI above. 

We will begin our analysis with a projection of the size and occupa- 
tional distribution of the labor force for the six-year period 1955-1960 
as shown in Table 1. 


TABLE I.—THE LABOR Force EMPLOYMENT AND UNEMPLOYMENT, 1955-1960 
(millions of workers) 








Total Labor Force 69.1 70.0 70.8 71.7 


72.6 73.5 
Armed Forces 3.0 2.5 2.2 2.0 1.7 1.7 
Civilian Labor Force 66.1 67.5 68.6 69.7 79.9 1, 71.8 | 
Total Employment 64.5 65.3 66.9 67.9 63.1 70.0 
Nonagricultural 52.0 53.5 54.8 55.8 57.2 58.0 
Agricultural 6.5 6.4 6.3 6.2 $.1 |. 6.1 
Government 6.0 5.9 5.8 6.0 5.8 5.9 
Federal 1.9 1.7 1.5 1.5- 1.2 1.2 
National Defense .9 .75 .56 .58 .35 .35 
Non-National Defense .96 .95 .94 .92 9 9 
State and Local 4.1 4,2 4.3 4.5 4.6 4.7 
School 1.7 1.8 1.9 2.0 2.1 2.2 
Nonschool 2.4 2.4 2.4 2.5 2.5 2.5 
Unemployment 1.6 1.7 1.7 1.7 2.8 1.8 


Table I is constructed on seven-basic assumptions. It will be noted 
the part played by the federal government “as an employer,” i.e., the 
size of the armed forces and the size of federal government employment 
are minimized. This assumption implies a termination of the "cold war" 
by not later than 1954 with a transformation to a complete peace-time 
economy beginning about 1955 (the implications of alternate assump- 
tions will be discussed in greater detail below). 'The basic assumptions 
underlying Table I are as follows: 

1. The total labor force. estimates are based on a Bureau.of the 
Census projection. t 

2. The size of the armed forces is based on the assumption that a peak 
of some 3.5 to 4.0 millions will be reached in 1954 to be followed by a 
period of gradual demobilization ftom 1955 through 1959 reducing the 

1 U, S. Bureau of the Census, Current Population Reporis—Labor Force, Ser. P-50, No. 42, 
“A Projected Growth of the Labor Force in the United States under Conditions of High 
Employment: 1950-1975," Dec. 10, 1952, p. 7; U. S. Bureau of the Census, Current Popula- 
tion Reports—Population Estimates, Ser. P-25, No. 58, ‘Provisional Revisior of the Total 
Population of the United States: July 1, 1953 to 1960,” Apzil 17, 1952, p. 1 (see also P-25,. 


No. 43, Aug. 10, 1950, “Illustrative Projections of the Population of the United States 1950 
to 1960,” p. 11). 
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total armed forces to a new peace-time high of 1.75 millions. 

3. The total civilian labor force is the total labor force minus the 
armed forces. _ 

4. Total civilian employment is taken as .975 times the total civilian 
labor force. We will assume a minimum acceptable level of frictional 
unemployment (U;) of 2.5 per cent. (This assumption will be discussed 
more fully below).  * : 

5. The projected declines in agricultural employment are based on an 
extrapolation of the 1900-1950 trend, adjusted to weight the more 
recent post-World War IT experience more heavily. 

6. Government employment i is estimated in two components: 

(a) Federal government civilian employment is based on an annual 
cross-section analysis of 1945 through 1949 data taken from Fabricant’s 
study.* Federal government civilian employment is projected in two 
components: National defense and non-national defense employment. 
State and local government is also projected as the sum of two com- 
ponents, nonschool and school employment. Federal national defense . 
activity employment is assumed to be a function of the size of the 
armed forces assuming the following rate of civilian employees per one 
thousand men in the armed forces: 1955-1956, 300 civilian employees; 
1957—1958, 250 civilian employees; 1959-1960, 175 civilian employees. 
(In 1947-1949 there were about 348 civilian employees for each 1000 
men in the armed forces, in 1937-1939 this ratio was 522 per 1000, and 
in 1927—1929, 348 per 1000.) Nonnational defense activity civilian em- 
ployment in 1955 is assumed to be about 10 per cent below the 1947— 
1949 average; gradual declines are projected thereafter. These declines 
are assumed to be the product of two factors, the demobilization of 
the armed forces and related defense efforts and the streamlining of the 
other nondefense sectors (agencies) of government. 

(b) State ar.d local government. employment represents a projection 
of three-decade 1920-1950 trend with an upward adjustment to take 
into account the levels and composition of the population,’ particularly 
the sharp increases in the projected population of primary and sec- 
ondary school age. Total state and local government employment in 
1960 is projected at about 1.4 million above the 1947-1949 average. 
Nonschool employment is projected at about .5 million above the 
1947-1949 average, school employment is projected about .9 pln 
above the 1947—1949 average. 

7. Those employed workers who are neither employed in agriculture 


1 Solomon Fabricant, The Trend of Government Activity in the United States Since 1900 
(New York, 1952), Tables B-5 (p. 180), B-6 (p. 182), B-7 (p. 186), B-13 (p. 196). 


* See footnote 1. 
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or in government are assumed to be employed in nonagricultural in- 
dustries. j 

Equation I: VI above expressed Gross National Product as the prod- 
uct of the number of workers times the annual output per worker. Once 
we establish the size and distribution of the labor force we merely re- 
quire an estimate of the workers’ annual d to develop our GNP 
projections. 

We willproject *full-employment" levels of GRE National Product 
(GNP) as the sum of three components: (1) private nonagricultural 
GNP (GNP,); (2) private agricultural GNP (GNP,);(3) gross govern- - 
ment product (GGP); whtre 


GNP = GNP, + GNP, + GGP (II: I) 





and: 


GNP., GNP, and GGP- that level of product required to maintain 
that level of employment indicated in Table I. 

To arrive at an estimate of the annual output per worker for the 
private sectors of the economy we require a projection of the workers’ 
productivity and a projection of the average hours worked. The output 
of the government sectors is, by definition, the compensation of general 
government employees. 

Two productivity projections have been developed, one for the agri- 
cultural sector, and one for the nonagricultural sector. Both of these 
indices are expressed in terms of 1951 constant dollar Gross Private 
Product per man-hour labor input. They were developed in the follow- 
ing manner. A set of annual estimates for the 1946 through 1951 period 
were developed based on the employment and hours data from the 
Bureau of the Census P-50 series and the Gross Private Product and 
supplemental employment data from the 1951 National Income Supple- 
ment of the Survey of Current Business. These estimates were then 
compared with those developed by a more careful cross-section analysis 
for three years 1949 through 1951 to yield a 1950 “adjusted trend 
value” for Gross Private Farm Product and Gross Private Nonfarm 
Product per man-hour labor input (see Table II). (The adjusted trend 
value is an estimate of the 1950 output per man hour adjusted to take 
into account an estimate of those changes, which reflect only short-term 
conditions.) 

Gross Private Farm Product per man-hour labor input was then pro- 
jected through 1960 based on an average of 1950-1960 decade, annual 
rate of growth of about 2.4 per cent. Gross Private Nonfarm Product — 
per man-hour labor input was projected through 1960 assuming a 2.5 
per cent average annual rate of growth. 
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Recent studies* have indicated that Gross Private Farm Product per 
man-hour labor input has increased at an average annual rate of 1.2 
per cent through the four-decade 1909-1941 period. During this same 
period Gross Private Nonfarm Product per man-hour labor input has 


TABLE II.—PROJECTED OUTPUT PER Man-Hour, AVERAGE WEEKLY HOURS, 


AND AVERAGE ANNUAL OUTPUT PER WORKER 
A . 











1950*| 1955 | 1956 | 1957 1958 | 1959 | 1960 








Projected Output per Man-Hour Labor 
Ingaut ‘ 
Gross Private Nonfarm (1951 dollars) | 2.67 | 3.02 | 3.10 | 3.17 | 3.25 | 3.33 | 3.42 
Gross Private Farm (1951 dollárs) 1:39 | 1.56 | 1.59 | 1.63 | 1.67 | 1.70 | 1.74 
Projected Average Weekly Hours - 
Private Nonagricultural 38.9 | 38.7 | 38.5 | 38.3 1 38.1 | 37.9 
Private Agricultural — . 47.5 | 47.5 | 47.0 | 47.0 | 46.5 | 46.5 
Average Annual Output per Worker 
Nonagricultural (1951 dollars)? 6109 | 6237 | 6346 | 6474 |:6597 | 6741 
Agricultural (1951 dollars)e 3853 | 3927 | 3994 | 4081 | 4111 | 4207 
Government— Federal 
Armed Forces (1951 dollars)4 3300 | 3300 | 3300 | 3300 | 3300 | 3300 
Civilian Government (1951 dollars)d 4200 | 4200 | 4200 | 4200 | 4200 | 4200 
Government— State and Local 
School (1951 dollars)d ° 3500 | 3500 | 3500 | 3500 | 3500 | 3500 
Nonschool (1951 dollars)d 3200 | 3200 | 3200 | 3200 | 3200 | 3200 


* Adjusted trend value. 

b Average weekly hours (private nonagricultural) times 52 times output per man-hour 
(gross private nonfarm). ` 

^ Average weekly hours (private agricultural) times 52 fimes output per man-hour (gross 
private farm). 

4 Annual output of government employees is taken as equal to their annual wages and 
salaries (plus supplements). 


increased at an average annual rate of about 1.9 per cent. In the present 
paper we expect farm productivity to increase at about twice the four- 
decade pre-World War II rate. This increased rate is expected to be the 
product of many new technological factors (7.e., the development of 
new and more efficient farm machinery, increased mechanization, new 
chemical fertilizers, etc.) and general improvements in farming tech- 
niques. 

The projected annual increase in nonfarm productivity exceeds the 
prewar rate through 1960. This increase assumes a continuation of the 
recent high levels of producers! expenditures for new plant and equip- 
ment and a continual improvement in the efficiency of this equipment. 

‘John W. Kendrick, National Productivity and Its Long-Term Projection, an unpublished 
paper presented before the May 1951 National Bureau of Economic Research Conference on 
Research in Income and Wealth. (See also, George G. Hagedon, Productivity Gauge of Eco- 


nomic Performance, National Association of Manufacturers, Econ. Pol. Div. Ser., No. 53, 
Sept. 1952 [New York, 1952].) 
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An analysis of preliminary data indicates an average rate of increase 
in nonfarm productivity of about 3.5 per cent in the postwar 1047-1951 
period. While a long-term continuation of this high short-term rate of 
growth is questionable a continuation of a high-level investment pro- 
gram coupled with the gradual secular shift of workers to the higher 
productivity industries should assure an above average rate of increase 
at least through the 1950-1960 decade. A 

In 1951 agricultural workers averaged a 47.8 hour work week as 
compared to a 39.6 hour average wors for nonagricultural workers.* 
Projected annual average weekly hours through 1960 are given in 
Table IT. . l 

From the projected figures for output per man-hour and for average 
weekly hours we may develop a set of average annual output per worker 

estimates by simple multiplication (see Table II). 

The annual output of government employees is taken as equal to 
their annual wages and salaries (plus supplements). Our projections of 
average annual output per government worker assume a slight improve- 
ment in the “average rank" of membezs of the armed forces and the 
“average grade" of civilian government employees; that is, we assume 
that the ratio of “lower rank/grade" employees to “higher rank/grade" 
employees will decrease. Because of the difficulties involved in project- 
ing changes in constant dollar government product, 7.e., shifts in the 
internal composition (the grade and rank structure) a constant average 
value is assumed throughout the 1955-1960 period. 

We have now developed a set of average annual output estimates for 
each of the classes of workers in Table I. With the data given in Tables I 
‘and II we may now develop a set of “full-employment” estimates of 
Gross National Product through a simple process of multiplication and 
summation (see Table ITI). 

The figures for Total Gross National Product in Table III show that 
level of total demand required to sustain a level of “full employment” 
consistent with the assumptions noted in Part II. In 1950 Gross Na- 
tional Product (in 1951 constant dollars) stood at 303.3 billion dollars. 
The next to the last line of Table III shows “full-employment”” GNP 
relative to 1950=100. 

‘Full employment" through the 1955-1960 period would require én 
average annual rate of growth in aggregate demand of about 3.9 per 
cent through the 1950-1960 decade. To attain the 374.3 billion dollar 
level in 1955 would require an average annual rate of growth of about 

5 U. S. Bureau of the Census, Current Population Feporis—Labor Force, Ser. P-50, No. 40, 


“Annual Report on the Labor Force 1951," May 19, 1952, Table 10 (p. 24) adjusted for 
workers “with a job but not at work” Table 2 (p. 16). 
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"TABLE JII.—'FurLL-EMPLOYMENZ" LEVELS or Gross NATIONAL. PRODUCT - 











1955 | 1956 | 1957 | 1958 | 1959 | 1960 














Nonagriculture—GNP, (1951 billion 
dolar) ^ 317.7 | 333.7 | 347.8 | 361.2 | 377.3 | 391.0 
Agriculture—GN P, (1951 billion dollars) 25.0} 25.1) 25.1] 25.3] 25.1] 25.7 
Government—GGP (1951 billion dollars) | 31.6 | 29.7 | 28.3 | 27.8 | 26.3 | 26.7 
Federal (1951 billion dollars) 17.7| 15.4| 13.7| 12.84 11.0) 11.0 
Armed Forces (1951 million dollars); 9900 | 8250| 7425| 6600| 5775 | 5775 
Civilian Government (1951 million 








dollars)? 7812 | 7140 | 6300| 6174| 5250| 5250 
State and Local (1951 billion dollars) 13.9} 14.3 ? 14.6| 15.0} 15.33 16.7 
Schacl (1951 million dollars)» 5950 | 6300 | 6650; 7000 7350 | 7700 


Nonschool (1951 million dollars)? . | 7680 | 7680 | 7680| 8000] 8000| 8000 
Total Gross National Product —GNP 


(1951 billion dollars) 374.3 | 388:5 | 401.2 | 414.3 | 428.7 | 443.4 
GNP Relative to 1950 — 100 123.4 | 128.1 | 132.3 | 136.6 | 141.3 | 146.2 
Annual Increase (per cent) 3.81| 3.28) 3.25) 3.44| 3.47 





* Average annual output per worker (1951 dollars), taken from Table IT, times number of 
workers employed (millions of workers), taken from Table I. 

» Average annual earnings per worker (1951 dollars), taken from Table II, times number of 
workers employed (thousands of workers), taken from Table I. 


4.3 per cent between 1950 and 1955. The 443.4 billion level stipulated 
for 1960 would require slightly less than a 3.5 per-cent annual rate of 
growth during the second half of the decade. Table IV compares these 
required rates of growth with some selected historical periods. 


TABLE IV.—ANNuAL RATES OF GROWTH CONSTANT DOLLAR Gross 
NATIONAL Propuct® 











1 (per cent) 
1610-1950 3.0 1946-1950 2.8 
1529-1950 2.8 1950-1960 3.9 
1639-1950 4.9 1950-1955 4.3 
1640-1950 4.5b 1955-1960 3.5 





, ? All rates are approximate. The 1910-1950 rates are based on the slope of a fitted trend 
line. The other rates are merely based on the two terminal years only. 

b If the growth rate is computed based on the 1939, 1940, 1941 arid the 1949, 1950, 1951 
means, t3e rate of growth is slightly less, about 4.3 per cent. 


Tabie V compares the projected increases in Gross National Product 
with the Bureau of the Census revised medium series population projec- 
tions. From Table V we note that our population is expected to increase 
by almost 13 per cent over the 1950 level with "full-employment" out- 
put increasing about 46 per cent. If “full employment" is to be main- 
tained, Gross National Product per capita will have to increase about 
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30 per cent over the 1950 level. A 30 per cent increase during the 1950 
decade would imply a 2.66 average annual rate of growth (a somewhat 
smaller average annual rate of growth of 2.47 per cent is implied during 
the second half of the decade). 

A superficial examination of Tables IV and V, would lead to the con- 
clusion that we could expect 1955-1960 to be a period of “full employ- 
ment" (consistent, with the assumptions develódped above) if a rate of 
growth somewhat greater than the 1910-1950 period but less than the 
1939—1950 period could be maintained. In the light of the recent high 
growth rates (especially the 1950-1952 rate of 5.5 per cent) the 1955- 
1960 required 3.9 per cent rate of growth seems to appear reasonable. 
Indeed, even the 4.3 per cent 1950-1955 rate does not seem unreason- 


TABLE V.—Gross NATIONAL PRODUCT PER CAPITA 




















GNP GNP per 

(1951 Population | Capita GNP Population | GNP per 

hx (millions) (1951 (1950=100)} Capita 

billions) dollars) 

1950 303.3 151.7 1999 100.0 100.0 100.0 
1955 374.3 163.2 2294 123.4 107.6 114.7 
1956 388.5 ` 164.9 2356 128.1 108.7 117.8 
1957 401.2 166.5 2409 132.3 109.8 120.5 
1958 414.3 168.1 2464 136.6 110.8 123.2 
1959 428.7 — 169.7 2526 141.3 111.9 126.4 
1960 443.4 È] 171.2 2590 146.2 112.8 129.6 





able. Table IV, however, does not offer a complete picture. It would be 
foolhardy to attempt any projection based on recent high growth rates 
without carefully analyzing the nature of each of the component de- 
mands which comprise aggregate demand (GNP). Before we may. at- 
tempt to measure the feasibility of attaining our required growth rates 
we must answer a series of related basic and crucial questions. For ex- 
ample: (1) What portion of our recent high levels of aggregate demand 
represents “one time" nonrecurring demand, and what portion repre- 
` sents demands which might be expected to continue tarough the 
1950-1960 decade? (2) To what extent has the recent high level » 
government (defense) expenditures directly and indirectly created ‘ 
temporary short term upsurge" in Gross National Product? (3) wil 
there be sufficient private (consumer and business) demard to main- 
tain a high level of Gross National Product when the direct and in- 
direct influences of government spending level off and decrease? 
These are only a few of the many questions which must be answered 
before we can appraise the probabilities of attaining “full employment." 
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Part III will offer a systematic analysis of the future demand for various 
Gross National Product components. As we have already noted (page 
862) the part played by government both as an "employer" and a 
“consumer” will be held to a minimum. 


III. The Structure of Demand 1955-1960 


Three sets of demahd projections will be developed in this section. 
The first set of estimates (Variant I) represent projections of the maxi- 
mum levels of demand we might expect if the high growth rates of the 
last decade continue. These projections wjll be developed below in 
detail. Variants II and III will represent medium and low level demand 
projections, respectively. These alternate projections will be developed 
from the Variant I projections by merely changing the basic assump- 
tions underlying their derivation. 

It should be emphasized that these demand estimates are not in- 
tended as forecasts, but rather as projections of the most probable levels 
of demand associated with each of the various assumptions noted below. 

In Part II we developed a set of estimates of the total output (supply) 
of the economy under conditions of “full employment." The demand 
estimates developed below are, in effect, complements of these supply 
estimates. They are intended to answer the question, “How much can 
we expect the economy to absorb (demand) during a period of high 
level economic activity?" 


Personal Consumption Expenditures 1955—1960 


Projected levels of personal consumption expenditures which we 
might expect under conditions of high employment (if the consumption 
trends of the last two decades continue) are based upon (a) projected 
levelsof percapitaconsumption,showing an improvement inthe standard 
ofliving,and(b) projected increasesin the population. Per capita personal 
consumption expenditure rates have been projected on the basis of a time 
series analysis of the personal consumption expenditure data contained 
in Table XXX of the National Income Supplement of the Survey of 
Current Business For the purpose of analysis each of the 178 cate- 
gories of consumption expenditure listed in that table have been aggre- 
gated into ten broad consumption classifications, as shown in Table VI.” 


9 U. S. Department of Commerce, Office of Business Economics, National Income and 
Product of the United States 1929-1950 (Washington, 1951), pp. 192-99. (See also, Survey of 
Current Business, July 1952, pp. 24-25. 

7 Of the 178 items listed in Table XXX of the National Income Supplement, 53 are included 
inthe irst nine classifications, and account for almost 92 per cent of total personal consump- 
tion expenditures. The remaining 125 items are included in a tenth, residual class&fication, 
*Otker Consumption." *Food I" :ncludes food purchased for off-premise consumption, and 
food produced and consumed on farms. “Food I?" includes purchased meals and beverages, 
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TABLE VI.—PERSONAL CONSUMPTION EXPENDITURES BY CONSUMPTION COMPONENT 
(1951 dollars per capita) 




















Actual Projected 

1951 1955 1956 1957 1958 1950 | 1960 
Food I l 350 381 390 398 | 406 415 423 
Food 1I 98 130 135 140 145 151 157 
Clothing 129 158 161 164 167 170 173 
Housing 137 152 15& 164 171 177 184 
Fuel, Power and Light 46: 51 52 53 54 . 56 57 
Housefurnishings 53 65 < 67 69 70 72 74 
Miscellaneous I 188 210 215 220 225 231 236 
Miscellaneous IT 114 123 125 128 130 132 134 
Supernumerary Durables} 120. 160 168 176 184 193 202 
Other Consumption 112 120 123 125 127 130 132 
Total . 1347 1550 1504 1637 1679 | 1727 | 1772 





Consumption expenditures for each of the ten classifications were 
computed annually from 1929 through 1951. These current dollar series 
were then adjusted to take into account changes in the price level and 
our increasing population, and an éxponential trend (Y, ab*) was fitted 
to each of the constant dollar per capita consumption series.’ Table VI 





and food furnished government and commercial employees. ‘Miscellaneous I" includes 
tobacco products and smoking supplies, toilet articles and preparations, lighting supplies, 
cleaning and polishing preparations, miscellaneous household paper products, telephone, 
postage, drug preparations and sundries, physicians and dentists, privately controlled hos- 
pitals and sanitariums, purchased local transportation (less taxicab fares), gasoline and oil, 
automobile insurance (net payments), motion pictures, magazines, newspapers, etc., and 
religious and welfare activities. “Miscellaneous II" includes cleaning, dyeing, pressing, etc., 
laundering in establishments, barber shop services, beauty parlor services, baths and mas- 
seurs, total personal business expenditures, automobile repair, greasing, etc., nondurable toys 
and sport supplies, and private education and research. “Supernumerary Durables” include 
such items as jewelry and watches, refrigerators, washing and sewing machines, miscellane- 
ous electrical appliances, radio and television receivers, new cars and net purchases of used 
cars. 
8 The resulting trend equations are as follows: 


Food I Ye = 227 (1.0211)* I: 
Food II Y. = 49 (1.0384)= I: 
Clothing Yos 99 (1.0182) II: 
Housing Y.- 87 (1.0385)* IH:IV 
Fuel, Power and Light Ya = 27 (1.0242)* II:V 
Housefurnishings Ye = 33 (1.0254)* Tit: VI 
Miscellaneous I Ye = 114 (1.0240)= Tt: Vit 
Miscellaneous II Ya = 79 (1.0175) III: VIII 
Supernumerary Durables Ye = 48 (1.0473) IHI:IX 
Other Consumption You 71 (1.0184)= II:X 


where Y,- the trend value of per capita constant dollar consumption 
X-the year minus 1929 (the year minus 1939 for equation III:IV) 
All of the above equations with the exception of equation IIT:IV are fitted to 1929-1051 
data. Equation III:IV is fitted to 1939-1951 data. Equations III:I and III: VIII have been 
adjusted to allow greater weight to post 1939 consumption trends. 
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presents a set of per capita consumption projections generated from the 
ten trend equations. It should be emphasized that these projections are 
not intended as forecasts, but rather as estimates of the per capita 
levels of consumption we might expect in a period of “high level em- 
ployment,” if the consumption trends established above continue. 
The per capita consumption estimates, Table VI, may be converted 
to annual expenditure estimates by merely multiplying each per capita 
estimate by an appropriate population estimate. Table VII shows the 


TABLE VIL.—PxssoNAn CONSUMPTION EXPENDITURES BY CONSUMPTION COMPONENT 
(billions of 1951 dollarsie. 














Actual Projected 

1951 - 1955 1956 1957 1958 | 1959 1960 
Food I 54.0 62.2 64.3 66.3 68.2 70.4 72.4 
Food II 15.1 21.2 22.3 23.3 24.4 25.6 26.9 
Clothing 19.9 25.8 26.5 27.3 28.1 28.8 29.6 
Housing 1.2 24.8 26.1 27.3 28.7 30.0 31.5 
Fuel, Power and Light 7.1 8.3 8.6 8.8 9.1 9.5 9.8 
Housefurnishings 8.2 10.6 11.0 11.5 11.8 12.2 12.7 
Miscellaneous I 29.1 34.3 35.4 36.6 37.8 29.2 40.4 
Miscellzneous II 17.7 20.1 20.6 21.3 |, 21.9 | 22.4 22.9 
Supernumerary Durables| 18.6 26.1 27.7 29.3 30.9 32.8 34.6 
Other Consumption 17.2 19.6 20.3 20.8 21.3 22.1 22.6 
Total 2 208.1 | 253.0 | 262.8 | 272.5 | 282.2 '293.0 | 303.4 





annuel expenditure equivalent of Table VI (per.capita consumption 
times the appropriate Bureau of the Census revised medium series : 
population projection, see Table V). 


The Demand for Private Residential Consiruction, 1955—1960 


Table VIII shows the development of total nonfarm housing needs 
from 1955 through 1960. „The data used in this table are based on the 
1950 Census of Housing.” The total potential housing need during the 
1955-1960 period is estimated at 7200 thousand housing units. 

Although the annual levels of residential construction can be ex- 
pected to fluctuate from year to year, we will simply assume one-sixth 
of the 7,200,000 required units will be constructed annually through the 
six-year period. 

To convert the housing unit estimates into “dollar value of the con- 
struction” estimates we assume that the price of an “average housing 
unit” will be 9300 constant (1951) dollars. This average price estimate 
' assumes that the 1955-1960 cost of an "average housing unit" will be 


? U. S. Bureau of the Census, 1950 Census Population and Housing, Housing Vol. T, Gen- 
eral Charccleristics. "Part I.” (Washington. 1953). See also footnote 11. 
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Taste VIII.—TorAr POTENTIAL NONEFARM Housixe NxEps 1955-1960 
(thousands of hcusing units) 




















Household Formation, March 1950-July 1960 7,270 

Replacement Needs: 
Dilapidated Units in Use, 1950 2,500 
One Third of the Units Which Will Become Dilapidated during the Decade 470 
Losses from Disaster - v rg 250 
Removal of Temporary Public Housing 600 
Removal of Three Quarters of the Marginal D:wel'ing Units Added during the 1940’s 520 
Reconversion of One Third of the Apartment Conversions Added in the 1940's 600 
Requirement to Establish a 4 per cent Vacancy Ratio for Rent or Sale 990 

* 

Total Potential Housing Needs 1950-1960 13,200 
Less: Estimated Housing Starts 1950-1954 6,000 
Total Potential Housing Needs 1955-1960 7,200 





about five per cent lower than that of an "average housing unit" during 
the 1950-52 period. Since this average cost is expressed in 1951 dollars 
the projected decrease reflects an anticipated change in the “product 
mix" of the average, t.e., a trend toward fewer high-price and greater 
low-price units. Table IX shows the derivation of the annval average . 
nonfarm construction estimate for the 1955-1960 period. 


TABLE IX.—AVvERAGE ANNUAL EXPENDITURES FOR NONFARM 
RESIDENTIAL CONSTRUCTION 1955-1960 


Total Potential Housing Needs 1955-1960 7,200,000 housing units 
Average Annual Potential Housing Needs 1955-1960 
(7,200,000/6) 1,200,000 housing units 
Estimated Average Cost per Unit 9,300 1951 dollars 
Average Annual Expenditure for Nonfarm . 
Residential Construction [(1,200,000) (9,300)] 11.2 1951 billions 





In addition to the estimated 11.2 billion dollar outlays for new non- 
farm residential construction we can expect about another 1.0 billion 
dollars a year will be spent on additions and alterations of existing 
units. Farm residential construction is estimated at about 890 million 
dollars a year. Table X shows the average annual expenditures for 
residential construction through the 1955-1960 period. 


TABLE X.—AVERAGE ANNUAL EXPENDITURES FOR EESIDENTIAL CONSTRUCTION 1955-1960 
(1951 billions) i 








Nonfarm Residential Construction 11.2 
Additions and Alterations 1.0 


Farm Residential Construction .8 


Total Residential Construction 13.0 
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Producers’ Durable Equipment and N onresidential Construction 1955-1960 


If the recent past trends in the interrelationship between (a) produc- 
tivity and the stock of producers’ durable equipment per worker, and 
(b) the stock of nonresidential construction and the stock of producers' 
durable equipment continue through the 1960 decade we may expect a 
high level of investment through the 1955-1960 period. Table XI 
shows the projected demand for producers’ durable equipment and non- 
residential construction. 


TABLE XI.—TnE DEMAND FoR PRODUCERS? DURABLE EQUIPMENT AND 
NONRESIDENTIAL CONSTRUCTION $955-1960 








(1951 billions) . S 

Producer's Durable Nonresidential Total 

Equipment Construction om 
1955 29.5 11.8 41.3 
1956 34.3 13.3 47.6 
1957 34.2 13.0 47.2 
1958 35.6 13.5 49.1 
1959 39.2 14.1 53.3 
14.1 54.8 


1960 40.7 


The estimates in Table XI were developed in the following manner. 
A set of estimates of the stock of nonresidential construction and pro- 
ducers’ durable equipment through the 1929-1952 period was derived 
through the use of a perpetual inventory method! assuming a forty- 
year straight line economic life for nonresidential construction and a 
fitteen-year straight line economic life for producers’ durable equipment. 
The interrelationship between productivity and the stock of producers’ 
durable equipment per worker (excluding government workers) was de- 
termined by fitting the simple linear regression equation, 

& 


P = a + b-S/W IIT: XI 


where: 
P = productivity, in terms of constant dollar Gross Private Product 
. per man-hour labor input 
S= the stock of producers durable equipment 
W= the number of private (nongovernment) workers 
a and b are regression coefficients, 


to ten annual observations covering the 1939-1941, 1946-1952 periods. 
A simple least-squares technique yielded the following results: 


10 Raymond W. Goldsmith, “A Perpetual Inventory of National Wealth,” Studies in In- 
come aid. Wealth, Vol. XIV, National Bureau of Economic Research (New York, 1952), pp. 
6-73, especially pp. 14-17. 
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= 1.16 + .000531927 S/W IH:XII 
"i = 9840, r? = .9683, S, = .049) í 


Given a productivity projection, Gaston III: XII may be solved for 
S/W to estimate the stock of producers' durable equipment required 
per worker to maintain the stipulated level of productivity. 

1.16 


P- 
S/W = ———— | TIE: XTIT 
000531927 


If we substitute a weighted average (weighted by the total hours 
worked) of the productivity projections given in Table II above into 
equation III:XIII, we may develop a projection of the stock of pro- 
ducers’ durable equipment per worker required to maintain the secular 
increase in productivity projected in Part II (see Table XIT . To arrive 


TABLE XIL—THE ANNUAL DEMAND FOR PRODUCERS’ DURABLE Equipment 1955-1960 


1955 | 1956 | 1957 | 1958 | 1959 | 1960 























Gross Private Product per Man-Hour 

Labor Input (1951 dollars) 2.83 | 2.91| 2.98] 3.06] 3.14] 3.23 
Stock of Producers’ Durable Equipment 

per Worker* (1951 dollars) 3140 | 3290 | 3422 | 3572 3722| 3892 
Projected Number of Nongovernment 20 

Workers^ (millions) .58.5| 59.9} 61.1| 62.0] 63.3] 64.1 
Total Stock of Producers’ Durable : 

Equipment (1951 billions) 183.7 | 797.1 | 209.1 | 221.3 | 2355.5 | 249.3 
Net Annual Expansion Requirement 

(1951 billions) . 9.9] 13.4] 12.0} 12.2] :4.2]| 13.8 
Replacement Requirement—Pre-1953 ` 

Equipment (1951 billions) 15.9 | 15.2 | 14.2] 13.1] 12.3] 11.6 
Replacement Requirement—Post-1953 |. : 

Equipment (1951 billions) 3.7 5.7 8.0| 10.3] 12.7} 15.3 
Total Requirement (1951 billions) 29.5  34.3| 34.2} 35.6 | 29.2} 40.7 








a From equation III: XIM. 
b From Table I. 


at an estimate of the total stock of producers’ durable equipment re- 
quired we merely multiply the projected per worker requirements by a 
projection of the number of nongovernment workers. 

The total demand for producers’ durable equipment is equal to the net 
annual requirement (for expansion) plus the “depreciation” accrued on 
the already existing stock of equipment (for replacement). Table XII. 
shows the projected annual demand for producers’ durable equipment 
based on the net annual requirements shown above and a fifteen-year 
straight line economic life depreciation assumption. (Note: The pre- 
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1953 replacement requirement represents an uncentered fifteen-year 
moving average of constant dollar expenditures for producers’ durable 
equipment. The post-1953 requirement represents one-fifteenth of 
cumulated expenditures beginning with 1953.) 

Throughout the postwar (1947-1952) peziod a high correlation was 
observed between the total stock of producers’ durable equipment 
and tke total stock of nonresidential construction. This interrelationship 
is best described by the simple regression equation. 


. Cosa bS III: XIV 


where: e 


C= total stock of non-residential construction 
S= total stock of producers’ durable equipment 
a and b are regression coefficients 


If we apply a simple “least squares technique” to six annual post- 
war observations (1947-1952) equation III: XIV becomes, 


C = 93.185 + .3959S — II:XV 

(r = .9935, r? = .9870, S, = .698) 
From equation III: XV we can, given a projection of the stock of 
producers’ durable equipment, estimate the required stock of nonresi- 
dental construction. Table XIII shows the stock of nonresidential con- 


struction required (from equation III:XV) to support the stock of 
producers' durable equipment indicated in Table XII, and also shows 


Taste XUI.—Txe ANNUAL DEMAND FOR NONRESIDENTIAL CONSTRUCTION 1955-1960 
(1951 billions) 




















1955 | 1956 | 1957 | 1958 | 1959 | 1960 
Stock of Nonresidential Constructions 165.9 | 171.2 | 176.0 | 180.8 | 186.4 | 191.9 ` 
Net Anrual Expansion Requirement 3.9} 5.3 4.8 4.8 5.6 5.5 
Replacement Requirement (Pre-1953 
Const-uction) i 7.3 7.1 [- 7.0 6.8 6.7 6.5 
Replacement Requirement (Post-1953 
Constzuction) .6 .9 1.2 1.5 1.8 2.1 
Total Requirement 11.8 | 13.3] 13.0] 13.5| 14.1 | 14.1 





* Obtzined by substituting the stock of producers' durable equipment projected from 
Table XII into equation XI: XV. 


the projected annual demand for nonresidential construction on the 
basis of these requirements together with a replacement requirement 
based on a forty-year straight line economic life depreciation assump- 


tion. 
V 
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Business Demand for Inventories 1955—1960 


The projected demand for inventories (the net change in business in- 
ventories) represents the first differences of a total inventory series 
developed by substituting the projected values of Gross National 
Product (Table IIT) into a simple regression equation describing the 
1947-1952 interrelationship betweer total business inventories and 
Gross National Product (see Table XIV). : 


TABLE XIV.—NeEt CHANGE IN BUSINESS INVENTORIES 1955-1969 








(1951 billions) 
1955 ` +2.7 1958 +2.7 
1956 +2.8 195¢ 4-2.8 
1957 ` +2.55 1960 +3.0 














Net Foreign Investment 1955—1960 


_ Our projections of the level of net foreign investment (Table XV) 
merely represent a consensus of the most recent availakle “expert 
opinion." They reflect the impact of the assumed gradual curtailment of 
government foreign aid spending (as indicated under the government 
demand sections of this paper). 


TABLE XV.—NeEt FonEIGN INvESTMENT 1955-1960 
(1951 billions) 








1955 1.0 1958 1.7 
1956 1.3 1959 1.9 
1957 1.5 1960 2.0 








The, Demand of the Federal Government 1935-1960 


Estimates of the demand of the federal government from 1955 through 
1960 have been projected in two broad components, wages and salaries 
of government workers, and purchases from business (see Table XVI). 
The wages and salaries projections are teken from Table III. Federal : 
government purchases from business are projected in three categories: 
national defense, other national security, other nondefense expenditures. 

National defense purchases from business are based on the assump- 
tion that the average expenditure per member of the armed forces will 
be about 25 per cent higher than it was during the 1947-1950 period. 
The 1947-1950 period average (3976 1951 dollars) was developed by 
dividing national defense expenditures minus the sum of the payrolls 
of the armed forces plus the payrolls of the civilian employees of defense 
activities by the number of members of the armed forces. Other federal 
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TABLE XVI.—GOVERNMENT PURCHASES OF GOODS AND SERVICES 1955-1960 
(1951 billions) 





1955 | 1956 | 1957 | 1958 | 1959 | 1960 























Demand of the Federal Government 40.4 | 35.0 | 31.3 | 28.8| 24.9; 24.9 
Wages and Salaries 17.7 | 15.4] 13.7] 12.8] 11.0] 11.0 
Purchases from Business , 22.7 | 19.6 | 17.6] 16.0] 13.9 | 13.9 

National Defense 14.9 | 12.4 | 10.9 9.9 8.4 8.4 
Other National Security f 3.0 2.5 2.0 1.5 1.0 1.0 
Other Nondefense 4.8 4.7 4.7 4.6 4.5 4.5 

Demand of State and Local Governments} 35.2 | 36.7 | 37.2 | 37.8] 38.2 | 36.4 
Wages and Salaries* 13.9 | 14.39) 14.6] 15.0] 15.3) 15.7 
Purchases from Business? 5.3 5.4 5.6 5.8 5.9 6.1 
Public Works 16.0 | 17.0] 17.0] 17.0] 17.0] 14.6 

Schools 2.5 2.5 2.5 2.5 2.5 2.5 
Hespitals 2.2 2.5 2.5 2.5 2.5 1.8 
Hizhways and Other 11.3 | 12.0} 12.0] 12.0] 12.0] 10.3 

Total Government Purchases 75.6 | 71.7 | 68.5 | 66.6] 63.1} 61.3 





* State and local government product, Table II. 
^ Based on an assumed annual expenditure per worker of $1,250 in 1955 and an annual 
increase of $10 each year thereafter. 


government purchases from business are projected on the assumption 
that they will be 15 per cent lower per general nondefense civilian 
worker than they were during the 1947-1950 period. 


The Demand of State and Local Governments 1955-1960 


Table XVI also shows the projected demand of state and local govern- 
ments through the 1955-1960 period. The demand for personal services 
(wages and salaries) is taken from Table IIT. Purchases from business are 
based on the annual expenditures per state and local government worker 
during the 1946-1951 period adjusted to take into account a gradual 
secular "improvement" in the services provided by government. The 
projected expenditures for public works are extremely high and are 
without historical precedent. They are based on the estimates contained 
in The Sustaining Economic Forces Ahead," assuming the “demand” for 
public works will be almost completely fulfilled during the 1950-1960 
decade. 

Table XVII summarizes the demand projections developed in Tables 
VI through XVI. The Variant I estimates assume a continuation of the 
recent high growth rates considered in detail in the preceding sections. 
Our Veriant II and Variant III demand projections merely assume an 


"Joint Committee on the Economic Report, The Sustaining Economic Forces Ahead (Wash- 
ingtor, 1952), pp. 34-59. (See also, Federal Reserve Bank of Chicago, Business Conditions, 
Jan. 1953, pp. 12-15.) 
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across-the-board decline in the over-all growth rate, to a rate three- 
quarters, and one-half, the Variant I rate, respectively. 





Variant I 


Personal Consumption Expenditures 
Residential Construction 
Producers’ Durable Equipment 


Taste XVIL—Tue STRUCTURE or DEMAND 1955-1960 
(billions of 1951 dollars) 





Nonresidential Construction 


Net Change in Business Inventories 
Net Foreign Investment 
Government Purchases of Goods and’ 


Services 


Total Demand 
Variant II—Total Demand 
Variant I11—Total Demand 


1955 | 1956 | 1957 | 1958 
253.0 | 262.8 | 272.8 | 282.2 
13.0 | 13.0; 13.0] 13.0 
29.5 | 34.3} 34.2| 35.6 
* 11.8 | 13.3 | 13.0 13.5 
2.7 2.8 2.5 2.7 
1.0 1.3 1.5 1.7 
75.6 | 71.7 | 68.5] 66.6 
386.6 | 399.2 | 405.5 | 415.3 
372.3 | 381.4 | 385.9 | 392.9 
357.8 | 363.6 | 366.5 | 370.9 


IV. “Full Employment” 1955-1960 





1959 | 1960 








This section will compare the "supply" projections developed in 
Part II with the "demand" projections developed in Part III. The 
supply estimates were based on a 97.5 per cent employmert assumption; 
that is to say, they represent a projection of the levels of output re- 
quired to provide employment for 97.5 per cent of the total civilian 
labor force. Frictional unemployment has been taken as 2.5 per cent. 
The 2.5 per cent level is somewhat arbitrary: it is based on considera- 
tion of the factors listed in Employment and. Unemployment. 


TABLE XVIIT.—Excess (+) or Dericrr (—) Suppry Over DEMAND 1955-1960 











(billions of 1951 dollars) 2 
Variant I Variant IT Variant IIT 
Demand Demand Demand 
1955 —12.3 + 2.0 +10.5 
1956 —10.7 + 7.1 ` 424.9 
1957 — 4.3 +15.3 +34.7 
1958 — 1.0 +21.4 +43.4 
1959 + 1.6 +27.4 -+52.5 
1960 + 5.9 +34.8 +62.6 








We are now concerned with determining the “actual” levels of un- 
employment implicit to each of our three demand variants. Table XVIII 


2 Joint Committee on the Economic Report, Employment end Unemployment (Washing- 
ton, 1950), pp. 56-97. (See also, A. J. Jaffe and C. D. Stewart, Manpower Resources and 


Utilization [New York, 1951], pp. 78-85, 477-84.) 
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compares each of the three “demand” variants with the “full-employ- 
ment supply” estimates shown in Table III. 
In the present model, the interrelationship between supply (S), 
demand (D) and the employment ratio (Er) may be defined as follows: 
When 


_S=D,  Ex=.975 (IV:IA) 
S«D, Ea» 975 (IV:IB) 
S>D, Ea«.975 (IV:IC) 


To determine the “actual” level of unemployment associated with 
each of the three demand variants we must convert the excesses and 
deficits shown in Table XVIII to an employment equivalent. That is to 
say; we must “cost out” the employment equivalent of one billion dol- 
lars of demand. Once we have determined the average annual output 
per worker (Za), one billion dollars worth of employment (Es) becomes, 


: 1 Billion Dollars 
E3 = ———————— IV:II 
Za : 


The average annual output per worker, for agricultural and non- 
agricultural workers, was shown in Table II; Table XIX shows the 
average annual output per average (weighted average of agricultural and 
nonagricultural workers) worker and the associated value of Es for the. 
1955-1960 period. 


TABLE XIX.—AVERAGE ANNUAL OurPUT PER WORKER 
AND EMPLOYMENT 1955-1960 





Average Ánnual Output Employment per Billion 
per Worker(Za) Dollars of Demand (Ez) . 
(1951 dollars) (thousands of workers) 
1955 5872 170.3 
1956 5992 166.0 
1957 6106 163.8 
1958 6236 160.4 
1959 6352 157.4 
1960 6499 153.9 





Once we have established values for Es we may convert the dollar 
estimates, Table XVIII, into "employment equivalents." Table XX 
shows the ‘employment equivalents" of the excess or deficit demand of 
Table XVIII. Table XX also shows the total unemployment (by com- 
bining the employment equivalents of the excess or deficit demand with 
the minimum frictional unemployment assumed in the construction of 
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TABLE XX.—Tue Errect or Excess (+) or Dericit (—) DEMAND ON 
EMPLOYMENT 1955-1956 





1955 | 1956 | 1957 | 1958 | 1959 | -1960 


Employment Equivalents of Excess or 
Deficit Demand Shown in Table XVIII 








Variant I Demand (million workers) | +2.1 | +1.8/ + .7|] + .2} — 3| — .9 
Variant II Demand (million workers) | — .3| —1.2 | —2.5 | —3.4 | —4.3 | —5.3 
Variant III Demand (million workers) | —2.8 | —4.2 | —5.7 | —7.0| —8.3 | —9.6 
Minimum Frictional Unemployment* 
(million workers) 1.6 1.7 1.7 1.7 1.8 1.8 
Unemployment ` 
Variant I Demand (million w8rkers) —b —b 1.0 1.5 2.1 2.7 
` Variant II Demand (million workers) 1.9 2.9 4.2 5.1 6.1 7.1 
Variant IIT Demand (million workers) 4.4 5.9 7.4 8.7| 10.1] 11.4 
Unemployment as Percentage. of Total 
Civilian Labor Force ' 
Variant I Demand (per cent) —.8|—.1 1.5 2.2 3.0 3.8 
Variant II Demand (per cent): 2.9 4.3 6.1 7.3 8.6 9.9 
Variant III Demand (per cent) 6.7 8.7 | 10.8 | 12.5} 14.2] 15.9 
* From Table I. 


> Under the Variant I Demand assumption employment falls below the frictional unem- 
‘ployment minimum. 


Table I) associated with each demand variant. Unemployment as a 
percentage of the total civilian labor force is also shown with respect to 
each demand variant. 

It will be noted that under the Variant I demand assumptions unem- 
ployment fell below the assumed frictional minimum from 1955 through: 
1958, i.e., demand exceeded supply. Under the; Variant III demand 
assumptions unemployment is projected at à maximum, reaching a 
peak of 11.4 millions in 1960. 

. If we are to have “full employment" through the 1957-1960 period 
we must adjust “supply” to a level where "supply" is just equal to 
demand. Supply (S) may be expressed as a function of three factors, pro- 
ductivity (P) in terms of constant dollar output per worker per man- 
hour labor input, the number of workers (E), and the average weekly 
hours worked (H). 


= (E)(P) [(H)(52) | IV: II 


The level of employment (E) is stipulated, z.e., 97.5 per cent of the 
total labor force; we have assumed productivity (P) as a semi-inde- 
pendent function of time; any adjustments in the levels of supply, 
therefore, must be made by adjusting the length of the work week. 
When “demand” exceeds “supply” the work week must be lergthened, 
when “supply” exceeds “demand” it must be shortened. 

To determine how much the work week must be changed we must 
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“cost cut” the dollar value of “one hour’s worth of employment.” “One 
hour’s worth of employment” may be defined by the equation 


Hg = (P)(E) IV:IV 


where 
Hy the dollar value of “one hour's worth of employment" 
P — productivity, constant dollar output per worker per man hour 
labor input 
E= the number of workers employed. 
. 

Table XXI shows the value of “one hour's worth of employment" 
from 1955 through 1960; this was determined by merely substituting the 
pertinent data from Tables I and XII into equation IV:IV. ‘One 
hour's worth of employment" is then converted into the hours required 
to produce “one billion dollars worth of supply." To determine the 
changes in working hours required to adjust “supply” to a level where 
the latter is just equal to “demand,” we merely multiply the excesses 
and deficits shown in Table XVIII by the hours required to produce 
“one billion dollars worth of supply." 


Taste XXI.—Worxinc Hours REQUIRED TO MAINTAIN “FULL EMPLOYMENT" 























1955 1956 1957 1958 1959 1960 
“One Hour’s Worth of Employ- 
ment” (millions of 1951 dollars) | 182.5 | 191.5 | 199.4 | 207.8 | 217.0| 226.1 
Hours Required to Produce “One 
Billion Dollars Worth of Sup- l 
ply? 5.48 5.22 5.01 4.81 4.61 4.42 
Changes in Average Anual Work- 
ing Hours Required to Maintain 
“Full Employment” 
Variant I Demand +67.4 + 55.9 |+ 21.5 j+ 4.8|— 7.4 |— 26.1 
"Variant II Demand —11.0 |— 37.1 |— 76.6 |—102.9 |—126.3 |—153.8 
Variant III Demand —90.4 |—130.0 |—173.8 |—208.8 |—242.0 |--276.7 
Changes in Average Weekly Work- 
ing Hours Required to Maintain 
“Full Employment” 
Variant I Demand +1.3| +1.1] +.4| + .-1] = 1] — 5 
Variant II Demand —.2| — .7) —1.5| —-2.0| —2.4| —3.0 
Variant IH Demand —1.7| —2.5| —3.3| —40| ~—4.6) -—5.3 
Average Weekly Working Hours 
Required to Mainiain “Fill Em- 
ployment? 
Initial Supply 39.9 39.6 39.4 39.2 38.9 38.7 
Variant I Demand 41.2 40.7 39.8 39.3 38.8 38.2 
Veriant II Demand 39.7 38.9 38.3 37.3 36.4 35.2 
Variant III Demand 38:2 37.1 36.1 35.2: 33.4 
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From an analysis of Tables XVIII through XXI the possibility of 
maintaining “full employment" through the 1955-1960 period seems 
reasonable. Under the Variant I and II demand assumptions only a — 
minor adjustment in the length of the average work week would be 
required to equate “supply” with “demand.” The last four lines of 
Table XXI compare the average work week implicit in our initial sup- 
ply projections with the average work week'required to maintain 
“supply-demand equilibrium” under each of the three demand assump- , 
tions. 

„Under the Variant I and II demand assumptions the weekly hours 
are fairly reasonable, the maximum adjustment required being only 
three hours (Variant II, 1960). This adjustment may be accomplished 
in two ways: the average work week could be adjusted as shown, or 
the average length of vacations could be increased. For example, if the 
labor force works an average work week of 38.7 hours and a 35.2 work 
week is required to maintain "supply-demand equilibrium," the aver-. 
age worker is required not to work (be on vacation) 4.7 weeks a year.? 
Or some shortening of the average work week could be combined with a 
somewhat shorter vacation. For example, with an average work week of 
36.7 hours the vacation would need to be 2.1 weeks; with an average 
work week of 36.2 hours the vacation would need to be 1.4 weeks. Such 
adjustments seem not at all unreasonable. However, under the Variant 
III demand assumptions it would be difficult, iz not impossible, to bal- 
ance supply with demand without drastically reducing the work week 
(or unreasonably increasing the length o? the vacation period). 

Thus far we have assumed a rather high goal (97.5 per cent) in defin- 
ing “full employment." If we were willing to accept a lower employ- 
ment rate, or its complement, a higher unemployment rate, “full em- 
ployment” might be attained with a lower level of demand than that 
specified in the tables above. Table XXII shows the “demand deficits" 
acceptable if we define "full employment" with a lower employment 
rate. ` 
If we define “full employment” at a 95.0 per cent level rather than 
- the 97.5 per cent level assumed above we may attain “full employment" 

with a level of demand from 9.7 to 11.7 billion dollars below that re- 

quired at the 97.5 per cent level. A 94.0 per cent “full employment" 
assumption would allow a deficit (below the 97.5 per cent, demand 
requirements) of from 13.6 to 16.3 billion dollars. 


13 A 35,2 hour work week adds up to 1830.4 hours a year (without vacation), while at 38.7 
hour work week adds up to 2012.4 hours. The difference, 182 hours, is 4.7 weeks (for a 38.7 
hour week). It is obvious that the three hour adjustment may not be accomplished by mere- 
ly lengthening the vacation period. 
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TABLE XXII..—DEMAND DEFICITS IMPLICIT IN SELECTED EMPLOYMENT RATES, 1955-1960 











Demand Deficit 





ss (hillions of 1951 dollars) 

(per cent) 1955 1956 1957 1958 1959 1960 
97.5 0.0 0.0 0.0 0.0 0.0 0.0 
97.0 1.9 . 2.0 2.1 2.2 2.3 2.8 
96.5 3.9 4.0 4.2 4.3 4.5 4.7 
96.0 5.8 - 6.1 6.3 6.5 6.8 7.0 
95.5 7.8 8.1 8.4 8.7 9.0 9.3 
95.0 6.7 10.1 10.5 10.9 11.3 11.7 
94.3 11.6 12.1 12.6 13.0 13.5. 14.0 
94.0 13.6 14.2 14.7 15.2 15.8 16.3 





From the above analysis the following conclusions are evident: 

1. The maintenance of a high level of employment (in the neighbor- 
hood of 97.5 per cent of the total labor force) through the 1955-1960 
period would require a continuation of the relatively high growth rates 
(in demand) of the last decade. 

2. A future high level of employment is possible within the present 
framework of the economy (Variant I and II demand estimates). 

3. A high level of employment appears possible without a high level 
of federal government spending. 

4. Four strategic areas of demand, nonresidential construction, pro- 
ducers durable equipment, consumer supernumerary durables, and 
state and local government public works will have to be maintained at 
high levels almost without historical precedent. 

5. The over-all economic adjustments required to attain “full em- 
ployment” appear reasonable. . 

On the whole, if economic stability is maintained, and the long-term 
growth rates in the standard of living, productivity, and capital forma- 
tion continue, we may reasonably expect the last half of the 1950-1960 
decade to be a period of “full employment." 


COMMUNICATIONS. 


Additional American Reprints of Economic Writings 1776-1848 


-To three correspondents I am indebted “or eleven titles, additional to those 

published in the American Economic Review for December, 1952. Two of 
` them are earlier than 1776. Professor Fetter of Northwestern University has 
called my attention to a printing of the Bullion Report (1810) in the Financial 
Register of the United States in the issues of July 5 and 19, 1837 and to its 
issue between “hard covers'*in 1874, To this evidence of interest in banking, 
the lack of which I found so puzzling, may be added Cobbett’s Paper against 
Gold contributed, with most of the other titles, by Mr. Salkolski of The Com- 
mercial and Financial Chronicle. It may not be fanciful to assume that a date 
as late as 1874 for the printing of the Bullion Report shows a professional 
concern in the development of theory; just as continuing reissues of Say’s 
Treatise and Marcet’s Conversations, a number of which Professor Jennings 
of Wheaton College has noted in Hollander’s catalogue, give evidence of the 
growth of economics as a teaching subject. I have arranged the titles chrono- 
logically and append them. My correspondents are responsible for all except 
the original dates of publication. 

May I take this opportunity to point out the error of note** in my original 
article (p. 880). Jefferson did not translate but extensively revised Destutt de 
Tracy’s work on political economy (ibid., >. 877). 

ESTHER LOWENTHAL* 


* The author is professor of economics emeritus et Smith College. 


Original American 
1 Publication Printing 
Rousseau, J. J. Économie politique in 1755 Politica! economy to which is added 
Diderot’s Encyclopédie, Vol. V a treatise on the social contract. Al- 
bany, 1797 


Fercuson, A., An essay on the history of 1767 Boston, 1810 
civil society 


BENTHAM, J. A., Defence of usury 1787 Philadelphia, 1795 (This precedes the 
- two entries, both of 183^, included 
in my earlier article, p, 876 


TALLEYRAND, C. M. pe, Memoir concerning 1806 Boston, 1809 
the commercial relations of the Unmited 
States with England 


ConBETT, WM., Paper against gold 1819 New York, 1846 


Jacos, Wm., An historical inquiry into the 1831 Philadelphia, 1832 
production and consumption of tke pre- 
cious metals 


CHALMERS, T., On Political Economy 1832 New York, 1832 
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Scrore, G. Pouretr, Principles of political 1833 Political economy (adapted by 
economy Porter, A.). New York, 1840 


ATKINSON, Wm., Principles of political econ- 1840 New York, 1843 
omy 


Keucmt, C., Store of knowledge. This con- 1841 Hunt’s Library of Commerce, 1845. 
tains Pratt, J. C., History of the British Contains Platt’s history and other 
Corn Lews. English works. 


* 
Memoirs and correspondence of Francis 1843 Boston, 1853 
Horner, M.P., published by his brother. ! 


Welfare Comparisons and Changes i in Tastes 


It has frequently been noted that the “new wellae economics” operafes on . 
the working assumption that tastes do not change, or alternatively, that if they 
change, welfare comparisons are meaningless. This assumption has of course 
been given explicit attention in index number theory and in welfare theory 
proper, but it has not until quite lately received much emphasis in the recent 
upsurge of interest in welfare economics associated with such names as Arrow, 
Little, Samuelson, Baumol and Scitovsky. 

The recent review by I.M.D. Little of Arrow’s Social Choice and Individual 
Values? brings the assumption into relief by relating it to Arrow’s pioneer 
work. And more recently, Sidney Schoeffler in an interesting paper,” whose 
point of departure is also Arrow’s book, examines the whole question of 
changes in tastes and the ability to make welfare judgments. In addition, he 
advances two methods by which welfare judgments might be made in a 
setting in which individual tastes change, and frequently. 

My major purpose is to offer a modification of one of Schoeffler’ s suggested 
comparison methods in a way which I think might justifiably increase the 
frequency of unambiguous responses rendered by it. 

The framework within which Schoeffler advances his suggestions may be 
briefly sketched. Consider an individual at two periods of time. At £, the social 
state (the matrix showing the distribution of all goods and services, the 
political situation, the social welfare function, etc.) is A, at /, it is B. If the 
individual's tastes are unchanged, he can say with consistency both at f£, 
and ¢, whether he prefers A to B, B to A, or is indifferent between them. He 
therefore can say at £, whether or not he is better off than at ¢,; and his 
answer will be the same as when he is asked at żọ where he would be better 
off (ż.e., if B were expected to exist at /;). 

Similarly, every other individual in the community can be conceived of as 
capable of making the same comparison. On the basis of these individual 
comparisons, it is possible to conceive of a social comparison which "reflects" 
these individual comparisons.? On the basis of the rule for deriving the social 


* Jour. Pol. Econ., Oct. 1952, LX, 422-32. 
“Note on Modern Welfare Economics,” Am. Econ. Rev., Dec, 1952, XLI, 880- 87. 


? Neglecting Arrow’s “Possibility Theorem” which states that if the social comparisons 
“are asked to fulfill certain apparently reasonable conditions of correspondence with the 
individual comparisons, then no method of arriving at such social comparisons exists. 
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from the individual comparisons, we can say that society at f, is better off 
than, worse off than, or as well off as, at ty. 

But this last comparison and all the comparisons on which it is based depend 
on the tastes of the various individuals being unchanged at the two moments in 
time. If tastes change, then some individual might well say at ¢, that he pre- 
fers B to A while at ¢, say that he prefers A to B. Which statement is correct? 
The economist claims to be unable to find out. He characterizes the com- 
parisons as meaningless—thus, Schoeffler says, “It Is meaningless . . . for the 
reader to ask himself whether he is more or less happy now than he was at 
four years old."* And the social comparisons based on the individual compari- 
sons he similarly characterizes as meaningless. 

We may summarize the above using the terminology of social welfare func- 
‘tions: Expressing tastes solely in terms of individual orderings of the alterna- 
tive social states, the social welfare function is a rule by which we derive a 
social ordering corresponding to each set of individual orderings. The social 
ordering is a function of the several individual orderings. Given a particular 
set of individual orderings, we obtain a particular social ordering; and so long 
as this particular set of individual orderings remains unchanged, we can com- 
pare the welfare of any individual or of the group itself under various actual 
alternative social states. If any of the individual orderings change, we will 
have a new set of orderings and can obtain a new social ordering, whereby, so 
long as the new orderings remain unchanged, we may from this single new 
vantage point make actual welfare comparisons between alternative social 
states. But when these orderings change, comparison of the affected individ- 
uals’ or of the group’s welfare under a social state when one set of orderings 
prevailed, with the social state when another set of orderings prevailed, is 
meaningless. Under the circumstances envisaged by Schoeffler, moreover, any 
change in the environment changes with it some individual orderings. A given 
set of orderings will prevail for one social state only, and when this state 
changes to the one with which it is to be compared, the set ‘of individual or- 
derings will also have changed. So it seems that we are left with no consistent 
criterion for making any actual comparisons.® 

Schoeffler suggests that, even under the transitoriness of individual order- 
ings, unambiguous welfare conclusions can sometimes be drawn by a slight 
modification in the definition of welfare change. His proposed treatment re- 
sembles Scitovsky's famous double criterion for judging changes in social 
welfare under alterations affecting income distribution. An individual is to 
compare social states A and B. Consider his comparison on the basis of the 
ordering which prevailed under both of the social states. Thus, for example, 
if he preferred A when A existed in fact and also after the change to B, then 


* Schoeffler, op. cit., p. 883. 

. "More complicated functions typically imply cardinal properties of utility. 

* Anticipatory comparisons are of course possible, whereby Aypothetically different social 
states are compared with the prevailing state; but these comparisons are without practical 
importance for our present purposes, since an alternative state conceived of cannot come 
into existence without changing some individual's ordering and making his original judgment 
inconsistent. 
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the change to B decreased his welfare. Similarly, if he preferred B both before 
and after the change to B, then he benefited from the change. If he preferred 
A before the change and B after, then Schoeffler defines the change as “wel- - 
` fare-neutral.” If he preferred B-before the change and A after, then Schoeffler 
defines the change as “welfare-abortive.” These last two concepts essentially 
mean that only ambiguous conclusions can be drawn. 

'The crucial aspect of this method seems to me to be that prechange and 
postchange orderings aré symmetrically weighted in deriving welfare conclu- 
sions. This is very likely an unobjectionable device for posing the general case; 
but I would suggest that there is an important subset of all cases where indi- 
vidual orderings change for which a lack of symmetry might be appropriate, 
and might, indeed, enable unambiguous welfare*tonclusions to be given more 
frequently than with symmetry. 

One of the most important reasons for individual orderings to change is the - 
accumulation of experience with old and new commodities which the con- 
sumer gains. Experimentation with familiar goods and services ordinarily en- 
ables the consumer better to evaluate how they satisfy him—enables him 
more accurately to order them in accordance with unchanged underlying 
propensities. Similarly, experience with new commodities does not ordinarily 
signify changes in the personality make-up of the consumer; but it does give 
him an opportunity not previously possessed to establish a consumption pat- 
tern closer to his essentially unchanged criterion of what is desirable. Schoef- 
fler implicitly recognizes this phenomenon when he points out that “a person’s 
attitude toward godds is determined in large measure by the assortment of 
goods which is at present in the visual field of the individual." Attitudes 
toward goods are determined largely by one's experience of them—all other 
aspects oi the personality unchanged.® 

So, in the light of experience with various commodities, a consumer’s order- 
ings of social states will change. But because these changes are the results of 
learning, they are irreversible. Consider the model formulated by Schoeffler. 
. Any action (or policy) which changes the social state will in general bring 
about also a change in some individual orderings. We desire to draw welfare 
conclusions about the change from state A to state B. Under State A, the indi- 
vidual's ranking is Ri’, by which he prefers B to A; under B, it is Ry* by 
which he prefers A to B. Schoeffler, treating Ry! & R," symmetrically, draws 
the conclusion that the change is “welfare-abortive” (an ambiguous conclu- 
sion). Can we meaningfully lessen the ambiguity? I suggest so. 

If the change from R, to R,* represents the clarification, the learning from 
experience about different types and combinations of commodities, then: 
(1) a change back from state B to state A would not result in a similar ‘change 
from Ry to Ry; (2) A would have been preferred by the ?'th individual 
over B both after and before the change if he had known more about B before 
the change; and this is testified to by our expectation that in the event of a 


* p. 882. Italics mine. 
8 Georgescu-Roegen devotes substantially the whole of his admirable article, “The 
Theory of Choice and the Constancy of Economic Laws," to the implications of this factor 
for demand theory. Quart. Jour. Econ., Feb. 1950, LXIV, 125-38. 
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change back to B, he would probably stil! prefer A, thereby enabling us to 
.render in that event an unambiguous welfare conclusion that welfare is 
greater at A than at B. 

Can we not, with this illustration in mind, feel justified in dropping the 
double ordering perspective when changes in orderings reflect trial and error 
approximations to an unchanged underlying predispositional scale? Our pro- 
cedure, where justifiable, would be simply to evaluate the given change in 
terms of what Schoeffler calls the ex post ordering alone (R;* in our illustra- 
tion), and would thereby enable us to draw unambiguous welfare conclusions. 

` Two related problems present themselves. First, how can one empirically 
tell when a particular change in some individual’s orderings fulfills the char- 
acteristics described here? Po be sure, no ordering change is due solely to 
clarification. All education changes the individual in some way. Buz modern 
psychology promises an ability in the not too distant future to limn empirically’ 
the major orientation patterns of an individual, and consequently to enable 
us to trace significant changes in these patterns, Certainly, it can not be ex- 
pected that even in this near future we shall be able to separate out different 
kinds of changes in orderings with more than rough proximateness. But this 
may well provide a tolerable margin in actual empirical applications. It can- 
not be honestly contended that there is a much greater degree of correspond- 
ence between our present demand theory and the real world. 

For our immediate purposes, however, there is the psychologists’ suggestion 
that basic personality patterns do exist, and that they remain relatively 
stable through substantial portions of a person's adult lifetime. If we can 
accept for economic analysis the notion that the changes in orderings meriting 
multiple perspective weights are only those changes which reflect significant 
personality reorientations, then we can realistically assume “tastes” ‘as these 
basic orientations) to be constant for a much wider range of economic prob- 
lems:than has heretofore been possible. 

The second issue raised is allied to the first, and is very serious. Why 
should economists identify tastes only as these basic orientations? Granted, 
where actually erroneous expectations account for some orcerings, changes 
which reflect only a.correction of such errors (let us call them “correctional 
changes") may appropriately be treated as approximations toward equilib- 
rium within a stochastic conception of consumer behavior. There are, however, 
other changes in orderings which neither substantially represent trial and 
error revisions (“correctional changes") nor changes in basic pezsonality 
orientations (“personality changes"). These represent moderately different 
ways of looking at various—even familiar—commodities; and they would 
seem to be exactly what economists have always referred to bv the ccncept of 
“changes in tastes.” Economists kave not, in the past, restricted the concept. 
solely to “personality changes.” What justification is there now for such a 
restriction? If there is no justification, and one attempts actually to apply the 
schema, presented here, then is it possible empirically to differentiate between 
corrective changes, which we would not want to consider changes in tastes, and 
those intermediate changes, which we would want to consider changes in 
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tastes? Finally, if we cannot in fact make this distinction but would never- 
theless like to use the schema analytically, then wouldn’t this practically in- 
volve dispensing with the concept of consumer equilibrium, since “equilibrat- 
ing” changes could be considered as continuing indefinitely without any ap- . 
parent tendency to converge? 

I cannot give definitive answers to these questions. But I should like to sug- 
gest what kind of answer seems appropriate at this time. 

1. There is justificatitn for restricting the concept “changes in tastes” to 
“personality changes” (and thus, identifying “tastes” with basic personality 
orientation). This justification consists in the desirability of subsuming much 
of the intermediate class of ordering changes under the “corrective” category. 
We speak of changes in tastes as representing arfalytic discontinuities because 
they supposedly represent evaluative discontinuities for the individuals con- 
cerned. But the consumer typically does not feel such discontinuities when 
only minor ordering changes occur. He acts with most of them as though he 
had “learned better.” This strongly resembles the characteristic of corrective 
changes. Evaluative discontinuity takes place when there is a significant 
change in perspective—when the consumer has experienced the change in 
basic personality orientation to which I have referred above as “personality 
change.” In a real sense, then, all nonpersonality changes can usually be 
lumped together and simply treated as partaking more or less the character of 
equilibrazing adjustments in the light of experience. For concrete applications, 
where it may be desirable to exclude ordering changes which partake “too 
little” of the character of "corrections," an arbitrary cut-off point can be 
established to suit the nature of the particular problem in hand. 

2. If the procedure under (1) should prove unacceptable, and it be desirable 
that "intermediate" changes be included as changes in tastes, then the cut-off 
point mentioned above, where the change partakes “‘too little" of the charac- . 
ter of correction (interpreted now more narrowly than above), assumes great 
analytic importance, Since the degree of “littleness” here is probably a con- 
tinuum, the cut-off point wil! be arbitrary. But within this limitation, it seems 
reasonable to expect that at least a rough classification is possible by observa- 
tion of consumer behavior. Interviewing studies, for example, would seem an 
appropriate tool for throwing light on this, since how the consumer describes 
his ordering change is evidence as to what kind of change it is. Reversibility 
or irreversibility of the ordering changes might be suggested as a useful index 
for classifying. Whatever the empirical means used, however, no substantial 
difficulties in principle suggest themselves why it should not be possible to 
come observationally close to any specified domain of the concept of correc- 
tional change—so long as that very domain can be operationally defined. The 
burden, indeed, would seem to be on the critic to say exactly what he means 
by the "intermediate" category. 

3. Assuming that we do lump correctional with intermediate" ordering 


' changes, whether . deliberately (as #1 argues), or inadvertently (as might 


occur if the argument of #42 were groundless), "what becomes of the concept 


. of equilibrium? A number of economists even now are convinced that applica- 
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tion of consumer demand theory to real world statistical observations requires 
interpreting the theory stochastically. A stochastic model postulates randomly 
distributed deviations from equilibrium over time, to reflect the trial and 
error behavior of consumers in seeking equilibrium. Thus, on this view, al- 
ready current, the equilibrating process is not thought of as one of instantane- 
ous adjustment but rather as one requiring perhaps considerable du-ation. It 
is by no means self-evident that by including “intermediate” changes as part 
of the random component we should be appreciably iftcreasing the duration of 
the adjustment path, and thereby watering down the equilibrium concept. 

It might be argued, in fact, that the proposed treatment of ordering changes 
strengthens rather than weakens the equilibrium concept. When “irtermedi- 
ate" changes are treated as changes in tastes, their supposed frequency means 
that before a consumer ever reaches one equilibrium he is imposing on him- 
self the need to begin adjusting to a new one. Without the “feedback” of suc- 
cessfully realized equilibria to serve as incentive and guide for the consumer, 
the very meaning of adjustment becomes suspect; and in any case, prediction 
becomes hazardous for the economist in a system where initial conditions 
change more rapidly than ever full adjustment to old conditions can be at- 
tained. If conservation of the equilibrium concept be a legitimate methodologi- 
‘cal criterion—and of course it may not be—then lumping "intermedizte" with 
purely correctional ordering changes would seem to possess this saving grace 
in at least as great a measure as existing stochastic theory. 

To summarize the argument of this paper, I have in effect advanced a new 
. definition of "tastes," under which it would be appropriate to draw unequivo- 
cal welfare conclusions even under those situations defined by Schoeffler as 
involving “changes in tastes." Some empirical and methodological implications 
of the new definition were briefly explored. It is hoped that the seemingly im- 
portant analytic advantages sketched here will warrant deeper examination of 
this approach by others. 

JEROME ROTHENBERG* 
* The author is assistant professor of economics at the University of California, River- 

side, effective January 1954. He wishes to express gratitude to Professors Albert G. Hart, 


of Columbia University, and Sidney Schoeffler, of the University of Massachusetts, for 
helpful comments. 


A Theory of Excise Subsidies: Comment 


In the September 1952 issue of the American Economic Review, Professor 
Earl R. Rolph’ analyzes the effects of excise subsidies on product prices, 
money costs of production, and private money incomes and expenditures. He 
reaches the conclusion that in the case of a general subsidy granted to pro- 
ducers of all commodities at a uniform and proportional ad valorem rate no 
portion of the subsidy is shifted to consumers in the form of lower product 
prices; the entire amount is passed on to owners of resources (including both 
hired resources and resources attached to firms) in the form of higher incomes. 
The purpose of this comment is to point out that this conclusion depends 
upon additional assumptions not explicit in the analysis, and is in no sense 


1 tA Theory of Excise Subsidies,” XLII, 515-27. 
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general The principal point which the writer wishes to make is that in any 
model which embraces the whole of an economy, rigorous analysis of the effect © 
of a new subsidy or tax is not possible unless assumptions are made with re- 
gard to both the expenditure and the receipts side of government. 

` This comment is confined chiefly to that portion of Rolph’s analysis in 
which he considers a system of excise subsidies leveled at a uniform rate on 
all commodities. In the simple model analyzed, only two commodities, X. and 
Y, are produced, under conditions of pure competition. Resource services are 
also competitively priced. Resources are fixed in amounts, and the price sys- 
tem is assumed to keep them fully employed. Under these conditions Rolph 
traces the consequences of subsidizing both commodities at the same ad 
valorem. rate. No mention is made of the source qf the funds out of which the 
subsidies are paid. During the analysis, the market demand schedules for the 
two commodities remain unchanged,? presumably indicating that buyers’ dis- 
posable incomes are not altered by any immediate change in their tax burdens. 

Since the subsidy is an addition to the firm's revenue per unit, its initial 
effect is to increase every firm's marginal revenue while leaving its marginal 
cost unchanged. Firms in both industries therefore seek to expand output, and 
increase their demands for resource services. But since output cannot be ex- 
panded, restoration of equilibrium requires an upward adjustment in.the 
prices of resource services until *marginal costs rise and exceed market prices 
by the amount of the subsidy per unit at unchanged outputs." The net result: 
no change in the allocation of resources, no reduction in product prices; only . 
a bidding-up of the prices of hired resources until *money costs of production 
are everywhere increased proportionately." Rolph notes that "these conclu- . 
sions are inconsistent with those theories which hold that equivalent excise 
taxes are shifted to consumers." 

In considering this analysis, several questions must be raised. Where does 
the government get the money with which to pay the subsidy? From new 
taxes? Evidently not—-at least, initially. If new indirect taxes had been im- 
posed, they would have affected the price of X or Y (since there are no other 
commodities to tax) and would have canceled, either wholly or partially, the 
effect of the subsidy—and no such offsets are noted in Rolph's analysis. Nor 
could new direct taxes have been imposed, since such a method of financing 
would reduce disposable incomes, shift market curves downward, and thus 
cause prcduct prices to fall? If, in an economy in which buyers’ outlays for 
commodizies X and Y exhaust their i incomes,* new direct taxes were imposed 
equal to the subsidy payments, the market prices of X and Y would have to 

? Rolph employs the device of considering a subsidy as a supplement to the price re- 
ceived by the seller rather than as a deduction from his cost. From the seller's standpoint, 


therefore, ihe subsidy shifts the demand curve. But the prices which buyers are willing to 
pey for vazious outputs remain unchanged. 

? Direct taxes which absorb only loanable funds, leaving consumption funds — 
are conceivable, but are out of the question here since, in the model being discussed, “the 
resources employed to produce the two commodities exhaust the resources available to the 
economy"—that is, there is no net investment, no unemployment, and therefore, in the 
absence of deflationary or inflationary price movements, no net saving or dissaving. 

‘ As stated in the preceding footnote, saving is zero in the model under consideration. . 
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be reduced by an amount equal to the subsidy rate in order that output re- 
main at the^full-employment level. But if new taxes are not imposed, what 
method of government financing is employed? And since the subsidy has “a 
positive income effect with respect to all owners of resources,” why does not 
the rise in their incomes cause them to increase their demands for X and Y? 
Somewhere among Rolph’s implicit assumptions must be one that keeps the 
market demand schedules from changing. 

In the absence of additions to tax revenue, the money used to pay the 
subsidies must come from one or more of the following sources: (1) drawing 
down of government bank balances, (2) printing new money, (3) credit- 
expansionary borrowing from the banking system, (4) borrowing from the . 
public. The first three methods increase the purchasing power in the hands 
-of the public, and may be described for our purposes as inflationary monetary 
expansion. The fourth method introduces new complications into the analysis, 
since its effects depend upon conditions with regard to such things as liquid- 
ity preference, interest rates, the rates of naw saving and investment (if any), 
etc.; but if we restrict ourselves to the simplest case, where saving and in- 
vestment are initially nil, so that government borrowing from the public must 
reduce consumption outlays by an equal amount, we can consider borrowing 
from the public as equivalent to taxation in its effect on demand. We may 
therefore group the sources of government funds into two categories: (a) with- 
drawal of consumption funds through taxation or borrowing, and (b) money 
creation. 

Let us assume provisionally that the government subsidies consist of new 
. money pumped into the system. The initial maintenance of demand for X 
and Y is now explained. But the final equilibrium would not be that of 
Rolph’s analysis. The rise in incomes woul: shift demand schedules for both’ 
X and Y. Moreover, incomes would not reach a new equilibrium at a higher 
level, but would continue to rise so long as the inflationary method of finaac- 
ing continued. An equilibrium position is attainable only when government 
revenues (through taxation and/or borrowing from the public) rise sufficiently 
to offset exactly the rise in government payments due to the new subsidies. 

The conclusion is inescapable that Rolph's model operates in the way he . 
describes only when the following assumption is made: that aggregate tax 
receipts remain unchanged so long as aggregate income remains unchanged, 
but rise whenever aggregate income rises by an amount just sufficient to keep 
aggregate disposable income from rising. This assumption could be fulfilled if 
it were supposed that the taxing authorities made successive increases in tax 
rates as aggregate income rose. If this clumsy hypothesis is to be avoided, the 
only possible alternative is to assume that income tax rates are so steep that 
the tax rate on increments to income is 100 per cent. Only under such condi- 
tions would the higher money incomes be prevented from pushing upward the 
demand curves for X and Y.° Under less confiscatory tax rates (e.g., those of 


*Since saving and investment are nonexistent in the model being discussed, and since 
indirect taxation is ruled out by the nature of the problem, it is being assumed that all 
taxes are consumption-reducing taxes. The generel argument being presented, however, 
does not depend on such an assumption. Even if saving and investment were introduced 
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the United States) income would have to rise several times the amount of the 
subsidy before the additional tax revenues rose sufficiently to halt the price- 
income spiral caused by the “deficit financing" character of the subsidy pro- 
gram. It is therefore not generally true that the final income effect is quan- 
titatively equal to the amount paid by the government in the form of sub- 
sidies; the final income effect depends on the tax system: on how high the 
tax rate on incremental income is, and whether or not tax rates are changed. 
. Let us consider briefly four possible situations, in each of which it will be 
supposed that all disposable income is spent on X and Y in some fixed 
proportion (which means that the demand prices of X and Y at full-employ- 
ment output vary directly with aggregate disposable income), and that govern- 
ment receipts and payments are in balance besere the subsidy and new tax 
are put into effect. 

1. Suppose, along with the subsidy, a new direct tax independent of income 
(for example, a property tax), continually subject to adjustment so that it is 
at all times just sufficient to defray the entire expense of the new subsidy 
program.? Suppose also that the tax system includes an income tax, so that the 
government's revenue is some function of aggregate income. Disposable in- 
come falls by ihe amount of the new tax. With their purchasing power re- 
duced, people demand less of X and Y at current prices. The prices of X and 
Y must fall until the revenues of firms in the two industries have fallen by 
the amount of the new tax. Since the new tax receipts and subsidy payments 
are equal, product prices fall by the amount of the subsidy per unit. In this 
situation there is no income effect; the entire subsidy is shifted to consumers. 

To make this point clear, imagine some part of the subsidy shifted to 
owners of resources, so that the prices of X and Y are higher than under the 
equilibrium just described. Income tax receipts would then be higher. Dispos- 
able incomes would not be sufficiently higher to raise the demand price of 
each commodity by the full amount by which.unit payments to owners of 
resources were increased. The price could not be maintained at this higher 
level; it would fall, and continue to fall so long as government receipts ex- 
ceeded payments. Equilibrium is possible only when the income effect of the 
subsidy is wholly obliterated. 

2. Suppose now the sanie situation, except that the new tax brings in a 
constant amount just sufficient to defray the expense of the subsidy at present 
product prices. In this situation, too, the prices of X and Y fall. As they fall, 
the subsidy payments per unit of X and Y fall, so that total government pay- 
ments become less than total government receipts. The budget surplus thus 
created has a further deflationary effect on product prices. In terms of mar- 
ginal analysis, the subsidy per unit of output is no longer large enough to 


into the analysis and a new tax which absorbed only loanable funds were assumed, leaving 
consumption funds initially unaltered, the “income effect" described by Rolph would cause 
a rise in consumer demand for X and Y unless the community’s marginal propensity to 
consume were zero. For simplicity’s sake I shall continue to assume throughout this com- 
ment that saving and investment are nil and that taxes absorb only consumption funds. 


SA constant tax revenue would not offset the subsidy under all conditions, since ad 
valorem subsidy payments vary with the prices of X and Y. 
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offset completely the reduction in the prices of X and Y forced by the reduc- 
tion in disposable incomes, so that marginal revenue becomes less than mar- 
ginal cost. As a result, firms reduce their demands for resource services; in- 
comes of owners of resources fall; the demand curves for X and Y are shifted 
downward again; and so on. What brings this deflationary spiral to a halt is 
the fact that, as income falls, income tax receipts also fall. When they have 
fallen by an amount equal to the difference between the amount brought in by 
the new tax and the amount paid out in subsidies, tHe budget is ance more in 
balance and equilibrium is reached. 

3. Suppose another situation: the subsidy is accompanied by a tax, inde- 
pendent of income, sufficient to defray kalj the expense of the subsidy; also, 
income tax rates are such thmt half of increments to income are -axed away. 
In this situation equilibrium is reached when incomes rise sufficiently to raise 
income tax receipts by an amount sufficient to defray the other half of the 
expense of the subsidy. Incomes must rise by the full amount of the subsidy. 
'The eventual position of equilibrium is the same as that described by Rolph. 
But if we regard this final outcome as reached by a succession of steps, and if 

-demand is assumed to be a function of actually received income rather than 

anticipated income, the initial effect is different. The new tax shifts the de- 
mand curves for X and Y, and their prices fall by half the amount of the 
subsidy per unit. Only aíter the other half of the subsidy is passed on to 
owners of resources in the form of higher explicit and implict prices of 
resource services does a partially offsetting upward influence on the demand 
for X and Y come into play, raising their prices and firms’ marginal revenues. 
The higher product prices now raise firms’ demands for resource services 
further, causing incomes to rise further, and so on, until produc: prices are 
restored to their original levels. 

4. Suppose all taxes are direct taxes independent of income; suppose uni- 
form excise subsidies of the specific type are imposed on X and Y; and sup- 
pose a new tax is imposed which brings in receipts exactly equel to the subsidy 
payments. (Alternatively, we could suppose an a4 valorem subsidy and a 
continually adjusted tax, as in [1] above.) Under these conditions the gov- 
ernment budget remains in balance regardless of changés in prices 2r incomes. 
Numerous equilibrium positions are equally possible: (1) in which incomes 
are increased by the amount of the subsidies, while product prices remain un- 
changed, as in Rolph's model; (2) in which product prices aze decreased by 
the full amount of the unit subsidy, while incomes remain unchanged; (3) in 
which some part of the subsidy is shifted to consumers, the rest to owners of 
resources. The outcome is determinate only if additional assumptions are 
made, either (a) specifying consumer behavior when real cash balances 
change, and specifying whether or not the money supply remains constant, or, 
if consumer behavior is unaffected by changes in the real value of liquid as- 
sets, (b) specitying relative lags in responses to changes, as, for example, in 
adjustment of income payments received by owners of firms to changes in 
profits, and in adjustment of prices of resource services to situations in which 
marginal revenue and marginal cost are unequal. Ii the new :ax reduces the 
demand for X and Y by the full amount of the tax before the income effect 
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of the offsetting subsidy has had a chance to negate the effect of the tax, the 
whole subsidy will be shifted to consumers. But if the initial income effect of 
the subsidy acts first, the model will conform to Rolph’s analysis. If both 
influences take effect gradually, some portion of the subsidy will be shifted to 
consumers. If we assume an ad valorem subsidy and a constant addition to 
tax revenue, the outcome is determinate without additional assumptions; equi- 
librium is reached at those prices for X and V at which the subsidy brings in 
an amount equal to the tax rate. 

The above comments are equally pertinent to the study of the effects of 
differential or partial subsidies. If, in Rolph’s model in which a subsidy is 
imposed on X and not on Y, the market price of Xi is unchanged and "there is 
no compensating fall in the demand for Y," it must be that no offsetting tax 
has been imposed (or, at least, taken effect), so that, for the time being, deficit 
financing bolsters demand and pushes up incomes. ` 

'Two broad conclusions seem called for: 

1, The effects of an economy-wide tax or subsidy cannot be studied satis- 
factorily if analysis is restricted to partial equilibrium analysis. The question 
whether incomes rise or prices fall throughout the economy is a macro- 
economic one and its answer depends on the monetary and fiscal measures 
being employed. 

2. In an economy which collects gome part of its taxes in the form of in- 
come taxes, the effect of a universal excise tax or subsidy depends on the level 
of aggregate income (and also, in the case of an ad valorem tax or subsidy, on 
the level of product prices) at which government receipts and payments are in 
balance. Only at the budget-balancing level is equilibrium reached in an 
economy without saving or investment. An excise subsidy, therefore, in- 
creases the price of resource services (and thus raises the incomes of their , 
owners) only if, and to the extent that, the existing level of aggregate income 
is below the equilibrium level. 


LAWRENCE ABBOTT* 


* The author is associate professor of economics at Union College, Schenectady, N.Y. 


A Theory of Excise Subsidies: Reply 


Professor Abbott’s criticisms are centered around his question, “Where does 
the government get the money with which to pay the subsidy?” (par. 4). 
Failure to deal with the implications of this question is the basis for his charge 
of my having engaged in implicit theorizing and, ironically, of partial analysis. 
I dealt briefly with the question in Section IV of the article under discussion 
but apparently with little success. 

The issue raised by Abbott is an old and fundamental methodological one 
in fiscal theory. Can the effects of a particular public finance act be assigned 
to that act alone? Abbott wishes to ascribe to a subsidy the consequences of 
any tax or borrowing device deemed to be occasioned by the subsidy. If he 
is correct, attempts to formulate a separate theory of the effects of par- 
ticular taxes or subsidies must be abandoned. The “effect of a subsidy” 
becomes the effects of at least two fiscal acts: the payment of the sub- 
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sidy and the levy of some tax or other financing device. Since the possible 
financing devices accompanying a subsidy are innumerable, one must be con- 
. tent to list mere possibilities—as Abbot: does in his cases numbered one 
through four. His “models” could be multiplied indefinitely. Logically, he 
might have concluded that a separate theory of taxes or of subsidies has no 
meaning: there are only effects of varicus tax-subsidy, loan-subsidy, tax- 
expenditure, or loan-expenditure measures. The position he adopts is some- 
what similar to that taken by De Viti de Marco and Duncan Black. My po- 
sition is essentially that adopted by Edgeworth, Pigou, and Lerner. 

I do not believe it to be self-evident that one should consider where the 
government gets the money to pay a subsidy in developing a theory of sub- 
sidies or how it spends tax froceeds in developing a theory of taxes. In prac- 
tice, there is no conceivable way of finding out which taxes “pay for" 
subsidies to farmers or to veterans. Likewise no one can say which tax receipts 
or bond sales pay for the Air Force. Such questions have no conceivable an- 
swers and therefore have no meaning. The investigator who insists upon 
attempting to answer such questions mus: therefore be content to elucidate 
mere.possibilities. By contrast, a study o? subsidies or of taxes which attempts 
to reveal the effects of each type of fiscal act separately does permit the de- 
velopment of theories which apply to any possibility. 

The procedure adopted in the article in question is soberlv orthodox. Each 
‘class of fiscal acts is analyzed under ceteris paribus conditions; the effects 
of subsidies are ascribed to subsidies, of taxes to taxes, and of debt operations 
to debt operations. Contrary to Abbott's views, such a method does not pre- 
clude global analysis of government finance; it is by this route that all 
effects of fiscal actions may be discovered. Let us not make the mistake of 
supposing that there is something left out of account, such as deficits or 
surpluses, by this procedure. These have no eífects independently of the 
effects of government expenditures, transfer payments, taxes, or debt opera- 
tions. Deficits or surpluses are arithmetical computations, not fiscal acts, and 
are knowable only after the fact. Money creation by government has no causal 
significance either. The effects discussed under this guise are the joint results 

. of the positive fiscal acts adopted—loans, taxes, subsidies, and expenditures. 
Abbott's remarks (as well as much textbook comment) appear to need some 
revision on this point. 

Abbott's cases are too detailed to be discussed point by point but certain 
observations about them may be pertinent. Throughout he treats consump- 
tion as a function of income although net investment is assumed to be. zero. 
Since, however, C equals Y under such assumptions, C cannot be a function 
of Y. The concept of a propensity to consume under such assumptions is in- 
appropriate. Consequently, Abbott's aggregative system is left ambiguous.! 


* Abbott employs a framework of zero net investment which he regards as also implied 
in my analysis by my assumption of full employment of resources (see his fn. 3). No such 
implication was intended in the article nor does full employment appear to imply any 
particular figure, including zero, for net investment. Gross investment means the money 
value of new real assets produced during the period and, as such, is a classification of 
output, Net investment is this sum minus the value of existing resources used up. Full 
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His cases suggest that the possibilities are so numerous and that shifting 
may occur in so many different ways that any generalized theories are in- 
herently overstatements. Partly the problem may be that subsidies and taxes 
are viewed as shiftable even in cases where it is already assumed that the 
information concerning the amounts involved and the identity of those who 
pay the tax or receive the subsidy are known. Thus Abbott writes: “If the 
new tax [a flat-sum zax] reduces the demand for X and Y by the full amount 
of the tax before the income effect of the offsetting subsidy has had a chance 
to negate the effect of the tax, the whole subsidy will be shifted to consumers” 
(p. 894). Although specific excise subsidies are being assumed in this case, the 
argument could equally well be applied to flat-sum subsidies. By the reference 
to the income-effect of the subsidy (the increasé in the incomes of those ob- 
taining government money), the identity of those subsidized is treated as 
established. The "shifting" indicated occurs because those who are subsidized 
happen not to increase their expenditures as much as those subject to the flat- 
sum tax reduce their expenditures. But shifting of either taxes or subsidies 
cannot occur in this way. Tax and subsidy theory offers an explanation of 
how such fiscal devices redistribute income between the government and pri- 
vate groups and how they change relative distribution of income among private 
groups. Thus, for example, it may not be validly argued that a highly 
progressive income tax is shifted merely because the rich curtail their ex- 
penditures and thereby indirectly increase the real income of the poor. Such 
a proposition already presupposes that it is a known and definite fact that the 
tax rests upon the r:ch and as a result of that fact they curtail their expendi- 
tures as compared to the alternative of no tax. Accordingly, neither the tax 
nor the subsidy is saifted to consumers because people choose for some or no 
reason to spend less money from one period to the next and prices adjust 
downward from previous levels. 

As to Abbott's two conclusions, I agree with the first without, however, 
agreeing with the apparent intended implication of the first sentence. The par- 
tial analysis technique in the commonly accepted meaning of that phrase— 
` one-commodity-at-a-time approach—was definitely not the method used | in 
the article in question. 

As to his second conclusion, I see no advantage and many dup in 
restricting one's anzlysis of subsidies or taxes to the special case of a balanced 
budget, if this is the intent of his penultimate sentence. In practice, budgets 
are not typically balanced. But in any event; Abbott’s concluding sentence 
seems inappropriate. Subsidies paid by the government to private groups do 
something to them, regardless of whether aggregate income is above or below 
its “equilibrium level.” This “something” is a positive element in the income 
of those initially subsidized. They may not be able to retain all of the subsidy 
bécause the subsidy formula may induce a type of behavior which shifts the 


employment of existing resources can and does exist with a substantial rate of net invest- 
ment. The shifting argument as developed in the original paper can be applied to an 
economy in which all output consists of new resources (zero consumption). Here and 
elsewhere I detect in Abbott's thinking an inclination to regard stationary conditions as the 
proper setting for fiscal analysis—a view which seems to me to be needlessly limiting. 
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income to other groups. If the subsidy is of the excise type and happens to 
be general and uniform, this income shifting occurs by increasing the prices of 
hired resources under full employment corditions and of increasing their in- 
comes via greater employment under less than full employment conditions. If 
the subsidy is not general, there is in addition a reallocation of resources in 
favor of those products heavily subsidized relatively to others. These conclu- 
sions hold regardless of what other financial devices the government may 
simultaneously employ, if any, including excise taxés. A sys:em of subsidies 
may of course be offset by a system of taxes (as noted in Section IV of the 
article), but before such a statement can make any sense, one must know 
what effects of what fiscal devices are being offset. 

Abbott's remarks, being directed almost entirely to the case of a general 
and uniform subsidy of all products, may misdirect attention from the main 
possible applications of the theory. In practice, governments are selective as 
. to what products they subsidize as well as to what products they tax. Theories : 
are needed to provide guidance to investigations of the effects of subsidizing 
housing, subway service, air transport, postal services, exports, and various 
food items. I agree wholeheartedly with the tone of Abbott's statements that 
partial analysis which does no more than glue attention on the particular in- 
dustry subsidized—a common practice—may gravely distort research in 
these areas. Industries draw on a common pool of resources and are inherently 
interrelated. The implications of the extreme case of uniform and general 
excise subsidies are instructive as to the need for avoiding the error of regard- 
ing a subsidy to private enterprise ‘or a loss on government enterprise in iso- 
lation, and in particular for avoiding the implication that subsidies necessarily 
*benefit" the buying public. In a competitive world, shifting of subsidies to 
consumers is not a real possibility. 

EARL R. RoreH* 


* The author is associate professor of economics at the University of California, Berkeley. 


Elasticities, Cross-Elasticities, and Market Relationships: Comment 


The value-theory literature of the nineteen-thirties in general, several re- 
vealing comments by Kaldor in particular, and especially Trizin's pioneering 
work in 1940 suggested to economists that it should be possible to classify 
market relations between sellers by cross-elasticities of demand alone. In an 
interesting recent article Professor Bishop called attention to certain difficul- 
ties which develop in connection with cross-elasticity classifications.! He sug- 
gested that we should turn to a different classificatory principle, using the ratio 
of own elasticity to cross-elasticity, as well as the own elasticity (7.e., demand- 
elasticity with respect to the commodity's own price) separately. The present 
note expresses views summarized by the following propositions: 

1. The difficulties which Bishop discusses do not legitimately arise if we are 


1 Robert L. Bishop, “Elasticities, Cross-Elasticities and Market Relationships," Am. Econ. 
Rev. Dec., 1952, XLII, 779-803. A very useful bibliography, including references to 
Kaldor’s and Triffün's work, is found in footnotes 1 through 3, p. 779. 
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concerned with the problem of classifying the ideal market structures of eco- 
nomic theory. Bishop seems to be unaware of this; at any rate he does not 
explain that his difficultiés develop on a different level of analysis. In the sub- 
sequent pages I shall describe a simple system, based on cross-elasticities of 
demand alone, which seems satisfactory for the classification of the ideal 
structures. In my opinion it is an essential property of our concepts of mar- 
ket relations that they can be so defined. 

2. Bishop’s difficulties do legitimately arise on a lower level of abstraction 
the nature of which remains unexplained in his article. These difficulties 
deserve attention if we are concerned with developing criteria for deciding 
whether a real market relation does or does not satisfy some ideal relation 
"reasonably well." This is a different task from that described under (1). To 
this task my suggested classification of ideal structures is unsuited. 

3. However, when concerned with-the second task, we may apply a simple 
adjustment to the basic classification here suggested, without bringing in new 
concepts other than that of limited sensitivity. The resulting adjusted cross- 
elasticity classification is suitable to the second task. It is simpler than that 
suggested by Bishop and it avoids considerable logical difficulties which would 
be created by the use of Bishop’s classificatory principles. 


I. Classification of Ideal Market Structures 


A purely competitive market structure is an ideal structure (model) in 
which a group of firms is treated as if it were producing a literally homo- 
geneous product, the output of the group is treated as if it were infinitely 
greater than the individual output of a firm, and measuring rods are supposed 
to be infinitely fine with the result that reactions to changes in variables are 
viewed as continuous. The last of these working hypotheses (idealizations) 
implies that our analysis proceeds as if it were possible to observe the conse- 
quences of so-called infinitesimal price changes, that is, the limit of the ratio 
of the effect of a price change to the price change itself, when the magnitude 
of the price change is made to approach zero. If each firm actually could ob- 
serve the consequences of infinitesimal price and quantity impacts, then the 
_ number of producers would have to be infinite in order to rule out oligopolis- 
tic interdependence. Concern with a limiting situation where numbers are 
treated as infinite and use of the infinite-sensitivity assumption are inter- 
related. The infinite-sensitivity assumption in turn is required for performing 
operations along continuous functions. 

In its ideal form the concept of monopolistic competition in the large group 
incorporates the same idealizations, with the significant exception that the 
idealization pertaining to product-homogeneity is omitted. The members of 
the group, whose number is treated as infinite, are located not in a point but 
in a conveniently delimited region of the substitutional universe. The ideal 
form of pure or undifferentiated oligopoly differs from that of pure competi- 
tion in that the group-output is treated as finite in relation to the firm-output. 
Therefore an hypothetical individual demand curve based on given other prices 
would shift whenever a firm moved along it: The rivals would feel the con- 
sequences of such a move and they would change their prices. In the ideal 
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form of differentiated oligopoly, or moncpolistic competition in the small 
group, only one of the idealizations is retained, namely that concerning the 
continuity of reactions to infinitely small impacts. Numbers are not treated 
as infinite and the product is not treated as homogeneous. As long as, for 
methodological reasons, we postulate sensitivity to infinitesimal impacts, treat- 
ing numbers as finite means placing a structure in the category of oligopolies. 
The effect of oligopolistic interdependence on market results may gradually 
diminish as the number of producers rises, even though their number stays 
finite; but a theory of oligopoly is required for proving this, if sensitivity to 
infinitesimal impacts is postulated. 

No one ever believed that real market structures could be found which 
would possess the characteristics of the ideal ones, just as no one drawing, ior 
example, a continuous Lorenz curve for an income-distribution, ever believed 
that the population of, say, a city, was perfectly divisible (ie. really con- 
sisted of an infinite number of the units arrayed along the abscisse). The real 
existence of a perfectly divisible population is as “unimaginable,” as the real 
existence of an infinite number of firms in a point or in a finite region of the 
substitutional universe.? Sensitivity to infinitely small impacts also is un- 
imaginable. But this in itself is irrelevant. In all sciences benefit can some- 
times be derived from analysis in terms of models based on limiting assump- 
tions of this sort. The results of such analysis frequently prove to be simple 
and: good approximations to reality. Economists have of course been much 
less successful than natural scientists in their attempts to derive empirically 
significant conclusions from their ideal models. But, while in economics we 
usually cannot apply the results of pure analysis without making cisturbingly 
large allowances for the imperfections of the real world, it remains a fact that 
our basic theories were established in terms of idealized models, and that the 
practical concept of market relations must be connected with ideal concepts, 
which can serve as a basis for generalized theoretical analysis. 

I now turn to my first objective. This is the classification of ideal market 
structures, that is to say, of models in terms of which fundamental theories 
were developed rather than of structures "existing" in the real world. The 
classification can be undertaken with the aid of cross-elasticities of demand 
alone, and is summarized in Table I. Throughout this note, symmetry of 
market relations will be assumed. In other words firm-labels may be inter- 
changed. 

In the table E;;" stands for the cross-elasticity (logarithmic partial de- 
rivative) of the demand for the product of firm i with respect to 12e price at 
which firm j is willing to sell, when the price change is a price-increase. The 
concept will be called upward cross-elasticity. E;;? stands for downward 
cross-elasticity analogously defined. The initial situation must o? course be 
conceived of as one in which both firms are actually selling. 

The following explanatory comments should be added. 

1. In pure competition the downward cross-elasticity of demand is infinite 
because if, ceteris paribus, firm j reduces its asking price infinitesimally, then 

?'The analogy should not lead us ta overlook the fact that the substitutional universe 
has many more dimensions than natural space. 
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no other firm can sell at all. Such an experiment would of course destroy the 
initial market structure; firm j would displace all other firms, which produce 
the commodity in question. But this is no objection, since we are interested 
in identifying market structures not in conserving them. The cross-elasticity 
of demand expresses the effect on the demand for the product of 7 of a postu- 
lated price-change by j during the time-interval in which j is willing to sell 


„at the changed price. While j is willing to sell cheaper, 7 can sell nothing at 


the original price. It is tfue that we are here concerned with merely pure (not 
necessarily perfect) competition, and that certain frictions are compatible 
with competition that is pure but not perfect. Perfect mobility is not postu- 
lated. But we are still dealing with an analytical idealization which would 
become undefinable by cross-elasticity, own el&sticity, or any other formal 


criterion if we allowed the same commodity to be sold simultaneously at 


TABLE I.— CLASSIFICATION OF MAREET RELATIONS 


(Suggested for Definition of Ideal Structures by Consequences 
of Infinitesimal Price Changes) 


Relationship between Firms 2 and j Upward Cross- | Downward Cross- 


2 Elasticity E;;U Elasticity E? 
Belong in same pure oligopoly co eo 
Belong in same differentiated oligopoly Finite positive Finite positive 
Belong in same purely competitive group 0 co 


Belong either in same monopolistically competitive 
large group or not in same “group” of any conven- 
tional description. (Answer depends on group-to- 
firm cross-elasticity criterion, defined on p. 903.) 0 0 


different prices. This would mean that a differentiated product could not be 
formally distinguished from one that is undifferentiated. Even in merely pure 
competition we have to insist on the inability of a producer to sell at a given 
price while another producer is willing to sell at a lower one. Hence downward 
cross-elasticity is infinite.’ 

On the other hand, upward cross-elasticity is zero in pure competition. If 
firm j raises its asking price infinitesimally, it faces zero-demand, and thus 
it removes itself from the market, but the sales gains which result from this 


If "pure" competition were interpreted as sufficiently imperfect to allow for the 
simultaneous sale at different prices of the identical commodity, then only perfect competi- 
tion wouid be formally definable. The definition of perfect competition with its minimum 
long-run cost and zero-profit implications requires cost concepts, mobility-immobility con- 
cepts and certainty-uncertainty concepts in addition to demand concepts. Normally we con- 
ceive of pure competition as possibly imperfect but not so imperfect as to allow for the 
coexistence of more than one price for a homogeneous commodity. Only on this interpreta- 
tion does pure competition become formally definable at all and in this case it can be 
defined by cross-elasticities of demand alone. 
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for others are distributed among producers whose number is treated as if it 
were infinite. In any undifferentiated market, atomistic or oligapolistic, the 
demand for the output of the individual firm i results from a random distribu- 
tion of the as yet unsatisfied demand for the commodity as a whole at a given 
price; hence in an ideal undifferentiated and atomistic market the removal of 
j does not change the demand for the output of any individual rival. 

2. If both upward and downward cross-elasticity are zero, this means that 
the two firms belong in the same monopolistically competitive large group, pro- 
vided that they are viewed as belonging in one and the same group at all. 
In the monopolistically competitive large group the upward cross-elasticity is 
zero because the consequences of a reduction in the sales of an individual firm 
—say, of j—are distributed among firms the number of which is -reated as if 
it were infinite. Among these there may exist a finite number of oligopolists 
but there must exist an infinite number cf firms, such as i, for which the 
demand-increment is zero. The downward cross-elasticity also is zero because 
when the degree of price-reduction by j is made to approach zero, the sales- 
increase of j is a finite multiple of this small price-reduction and hence the 
reduction of demand for 7 becomes zero. Ey; = E,;P = 0 is a necessary 
condition of the ideal form of large-group monopolistic competition with 
which Chamberlin seems to be concerned ia his as yet unpublished essay on 
market classification.* The ideal form implies an infinite number cf producers 
and hence zero cross-elasticities. In The Theory of Monopolistic Competition 
Chamberlin says that for some purposes it is legitimate to treat ihe number 
of producers in atomistic structures as infinite but his detailed analysis there 
relates to the “real” (practical) structures to which we shall turn in Section II. 

E;;" = Ei? = 0 is a necessary but not a sufficient condition of the ideal 
form of large-group monopolistic competition. This condition is satisfied also 
between two firms which are viewed as not belonging in the same group. Àn 


i Bishop, who gives an account of this essay (conference paper) accuses Chamberlin of 
*odd perversity" for maintaining that while cross-elasticity may be infinite in the un- 
differentiated large group, it falls to zero with the least differentiation. But Chamberlin is 
quite right. The difference between homogeneity and the least differentiation is that in the 
event of homogeneity the price-reducing firm increases its sates in infinite proportion of the 
firm-output (and indeed displaces all other firms) regardless of how small the price-reduc- 
tion becomes, while in the event of the least differentiation the sales-increment of the 
price-reducing firm can be made smaller than any finite magnitude provided that the price 
reduction becomes small enough. The proposition implies of course continuous demand 
curves. 

This is not to deny the logical possibility of starting with, say, two differentiated pro- 
ducers and of increasing the number of firms in such a way that the cross-2lasticities of 
demand should stay unchanged or should rise. But it is surely possible to increase the 
number of firms in such a way that the cross-elasticities should be falling with the result 
that the process tends toward a situation where the own elasticity stays finite end the sales- 
loss or gain of a firm in the event of unilateral price changes becomes distributed among an 
ever increasing number of other firms. In these circumstances, the fall in the cross-elasticity 
reflects the circumstance that, as the variety of products increases, a decreasing proportion 
of the customers of each firm can be tempted easily to shift to and from any one (increas- 
ingly specialized) rival. The own elasticity need not fall and it may conceivably rise, because 
it measures the joint temptation to shift to and frcm a great many rival specialities. This 
is how we arrive at the monopolistically competitive large group. 


COMMUNICATIONS 903 


isolated monopoly satisfies this condition with all other firms.5 The two firms 
belong in the identical monopolistically competitive large group only if, in 
addition to E;;" = E;,? = 0, another condition also is satisfied. A convenient 
way of expressing the further condition is to require that each of two group- 
to-firm cross-elasticities should exceed a critical value. The two group-to-firm 
cross-elasticities measure the demand-effect on i and on j, respectively, of a 
price change undertaken by all members of a group of firms? satisfying the 
following indivisibility requirement: the group must not be divisible into two 
subsets in such a way that one subset alone would show the required cross- 
elasticity in relation to z but not to j, and the other alone would show the re- 
quired cross-elasticity in relation to j but not to 4.7 

A decision of analytical convenience must be made concerning the required 
or critical value of the group-to-firm cross elasticities. Problems of monopo- 
listic competition are encountered as soon as each of the two group-to-firm 
cross-elasticities just described exceeds zero. For some purposes it is therefore 
possible to select zero as the critical value which must be exceeded. But fre- 
quently we wish to. direct our analysis to an ideal group for which the value 
of the cross-elasticities in question is reasonably high, Z.e., to a fairly “close” 
group. This is because frequently we wish to construct the ideal equivalent of 
a real group which shows monopolistically competitive behavior in a significant 
measure, not just weakly. 2 

3. The remaining definitional propositions of Table I seem self-explana- 
tory. The reader will notice that in this system a firm may very well be 
viewed as belonging in one group with some firm or firms, and in another group : 
with others. We should add that extension of the classificatory system to 
symmetrical bryer-buyer relations,® and to asymmetrical relations, either be- 
tween sellers or between buyers, would cause no difficulty. Nor would the ex- 
tension of the system to complementary relations raise fundamentally different 


© The ideal form of isolated monopoly may be defined as a firm i which satisfies the sym- 
metrical zero-cross-elasticity condition with all other individual firms in the economy and 
can be paired with no other firm in such a way that both would satisfy the condition of 
sufficient group-to-firm cross-elasticity which will presently be described. 

*In the ideal world this group must be treated as consisting of an infinite number of 
firms. . 

* This irdivisibility requirement excludes establishing high group-to-firm cross-elasticities 
by lumping toget3er all moving picture theatres and all stationery stores into one aggregate 
and by setting a group so constituted against a pair of firms consisting of a stationery store 
and a theztre. Such a group would satisfy the indivisibility requirement only for a very low 
group-tc-firm crcss-elasticity, corresponding to the relationship between the group of sta- 
tionery stores and a moving picture theatre or the group of theatres and a stationery 
store. 

*In differentiated oligopoly both the upward and the downward cross-elasticities are 
finite. As the price change by j approaches zero, the demand-effect on i continues to bear a 
finite proportion to the price-change. In pure oligopoly the downward cross-elasticity is 
infinite for the same reason as that which produces infinite downward cross-elasticity in pure 
competition; and the upward cross-elasticity is infinite because an infinitesimal price- 
increase by j removes j from the market and hence it increases the demand for the output 
of each rival in a finite proportion. 


°? With the aid of cross-elasticities of supply. 
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problems. However, the system here presented can be employed only as a 
point of departure for the analysis of essential questions, such as those relat- 
ing to the emergence and the survival of market structures and the behavior 
of firms under alternative market conditions. The analysis of these questions 
requires cost-concepts, mobility-rigidity concepts and certainty-uncertainty 
concepts as well as demand concepts. Furthermore, analysis that covers the 
whole network of economic activity requires the use of group-to-group as well 
as firm-to-firm and group-to-firm cross-elasticities.!* * 


II. Criteria of the “Practical Belonging” of Reel Market Relations 
in Various Categories 


On the level of abstraction on which the analysis of Section I was con- 
ducted, the classification of Table I is satisfactory and hence Bishop's misgiv- 
ings concerning cross-elasticity classification seem unjustified. We must in- 
terpret Bishop as being concerned with problems arising on a lower level of 
abstraction where he legitimately encounters the difficulties which he dis- 
cusses. What imperfections of the real world do we have to take into account 
to arrive at this level of abstraction? 

In the real world measuring rods are crude and successive reactions are 
forthcoming merely to finite changes in variables when these changes exceed 
certain threshold values. The limited sensitivity of measuring rods is the 
reason why a group may be practically nonoligopolistic even though the num- 
ber of firms in it is finite.'? A group is practically nonoligopolistiz ("large") 
if the individual firm is an unnoticeable unit to its rivals; and the product is 
practically homogeneous if certain individual price-changes would completely 
eliminate the demand for the product of existing firms. In the practical uni- 
verse we must “test” for these market characteristics by the consequences of 
ad hoc selected finite price-changes. 


* Complementarity will express itself in negative cross-elaticties. Here it is not desirable 
to eliminate income effects because the nature of market relztions is influenced by them, 


` H The system developed in my Competition Among the Few (New York, 1949), pp. 50-54, 
js much more complete in all these respects, The principles underlying my earlier classifica- 
tion are identical with these here employed but the earlier classification would be unneces- 
sarily complex for the present purpose. 3 

“Jf an oligopoly theory such as that of Cournot were acceptable, then a market struc- 
ture could be “practically nonoligopolistic" in another sense, even on the essumption of 
infinite sensitivity. For example, in Cournot’s theory, a group of 99 firms would produce 99 
per cent of the competitive output, and hence the size of the group-output, and generzlly 
the market results, would be practically nonoligopolistic (practically purely competitive) 
even though the behavior of the group would be fundamentally oliogopolistic. But of course 
we do not wish to commit ourselves in advance to any such specific theory of oligopoly. 
Moreover, we want to take account of the fact that when in the real world a large group 
of producers is said to behave "atomistically," this is so because the limited sensitivity of 
firms makes them unaware of each other's individual influence, not beczuse fundamentzlly 
oligopolistic awareness makes them produce results which in this particular case we may 
not wish to distinguish from the atomistic-competitive ones. Ii we find oligopolistic aware- 
ness in a real group, we want to place the group practically in the category of oligopolies 
and then turn to the question of what market results may be expected in th2 given olizo- 
polistic circumstances. 
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Can we test in the practical universe with the aid of Table I? If we wanted 
to use the table for this purpose we would of course have to interpret the 
cross-elasticities of the table as incremental ratios, with conveniently chosen 
finite proportionate price changes in the denominator and the corresponding 
proportionate quantity changes in the numerator; and we would have to enter 
subjectively unnoticed (“negligible”) quantities as zeros. 

Table I is inadequate for testing by the consequences of finite price 
changes in the practical universe. The valid content of Bishop’s analysis 
can be translated into our terminology by stating that Table I with finite 
price changes is not a reliable instrument when it comes to testing a real 
market. Bishop's illustrations of his problem never strictly observe the rules 
of the ideal universe, while, at least in most réspects, they do conform to 
the rules of the practical universe which we are now considering. In his 
analytical operations the number of firms in large groups is always treated 
as finite, and what he calls a "small" price-reduction (a "shading" of the 
price) may result in a conceivably “enormous” increase in sales (op. cit., 
p. 788). These are not infinitesimal price changes. 

If Table I were used for testing real market structures with finite price 
changes, then two difficulties would arise. 

A. The first difficulty gives rise to what appears to be Bishop’s main prob- 
lem. Table I tells us that a finite value for downward cross-elasticity is in 
itself conclusive evidence of an oligopolistic relationship. In large-group 
monopolistic competition downward cross-elasticity would have to be zero. 
But if we think in terms of limited sensitivity and of discontinuous reactions 
to successive finite changes in variables, then this ceases to be true. An 
hypothetical. reduction of the price of firm j by, say, 10 per cent could result 
in growth of the firm from a subjectively unnoticed size to a size which is 
clearly noticeable to the individual rival. Downward cross-elasticity could be 
finite. Yet in such circumstances we would not wish to identify the new exist- 
ing relationship as oligopolistic, any more than we wish to call a purely com- 
petitive structure monopolistic merely because a price-reducing firm could 
monopolize the market if the others kept their prices constant. Bishop at- 
tributes considerable importance to this difficulty. In his illustrations an 
atomistic differentiated structure may show higher cross-elasticity than an 
oligopolistic structure, provided that in the atomistic structure the own elas- 
ticity of the price-reducing firm is high enough. However, Bishop does not 
make it clear that this difficulty is a consequence of the finiteness of price 
changes by which, in a world of limited sensitivity and finite numbers, an 
initially unnoticed price-reducing firm is “made to change” to a noticeable 
one. The difficulty would not arise in a world of unlimited sensitivity because 
there the finiteness of cross-elasticity, as discovered by the test of an 
infinitesimal price change, would dependably disclose oligopolistic interde- 
pendence in a differentiated group. The difficulty would be spurious if in a 
world of limited sensitivity we were trying to test with infinitesimal price 
changes and thus were attributing to the system a sensitivity which it does 
not possess. A legitimate difficulty develops only if in a world of limited 
sensitivity we are testing with finite price-reductions, and in this case the 
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difficulty springs from the fact that a finite price-reduction mav raise a 
variable—the sales of a rival—beyond a threshold value. This is how we 
should interpret Bishop’s problem. At the same time Bishop does not make 
it clear that, taking limited sensitivity and finite price charges for granted, 
the difficulty can be avoided by using upward rather than dowrward cross- 
elasticity for oligopoly tests. If firm j, by reducing its sales or by removing 
itself from the market, could exert a noticeable influence on a rival, then 
we do wish to consider this relation oligopolistic It would of course be 
very arbitrary to use the numerical value of the upward cross-elasticity, or 
any other figure, as a unique index of the degree of oligopolistic intensity, 
but the value of ‘this cross- -elasticity does dependably indicate whether, at the 
time of testing, oligopoly (Roticeable individual firm-size) does or does not 
exist. The conclusion so far is that a table which can be used for testing real 
markets should differ from Table I in that it should always require testing 
for oligopoly by upward cross-elasticity. For “nonoligopolistic” relations and 
only for these will the value of this cross-e:asticity be zero (Z.e., en unnotice- 
able quantity-change divided by a finite and noticeable’ price-change). 

B. We now turn to the second difficulty in connection with use of Table I 
for real testing. Bishop does not discuss this second complication, although 
some passages of his analysis may show awareness of it. 

Table I tells us that a finite value for upward cross-elasticity i itself dis- 
closes the existence of product-differentiation in oligopoly. This ‘s true only 
when we assume infinitesimal price changes. With finite price changes, which 
are necessarily implied in any consistent interpretation of the Bishop problem, 
a finite value for upward cross-elasticity is inconclusive. The value of this 
magnitude, interpreted as an incremental ratio rather than a limit, will be 
finite (a ratio of two finite magnitudes) even if the product 3s hamogeneous, 
provided that the group is oligopolistic. If firm j raises its price by 10 per 
cent and this leads to a 20 per cent increase in the sales of firm 4 we do not 
know whether this is because j is a comparatively small oligopolist in an un- 
differentiated market (who completely removed himself from the market), or 
a comparatively large oligopolist in a differentiated market (who merely 
reduced his sales). However, the same difficulty does not develop if we test 
for product-differentiation by downward instead of upward cross-elasticity. 
Assume that firm j reduces its price by a conveniently selected critical margin, 
satisfying all the demand which it faces at that price and that this completely 
removes firm i from the market. In this case and only in this case are we 
willing to classify the product as practically homogeneous.** If by this cri- 


33 The quantity change for i is unnoticeable; tbe price-change by j has a noziceable effect 
on j itself. 

** An unimportant complication may here be mentioned. Firm j may in the initial position 
be selling a differentiated product at such a low price, in relation to that of i, that a further 
small price-reduction completely removes firm i from the market instead of reducing its 
sales. In this case our criterion wrongly indicates product-homogeneity. Such pricing by 
i at precisely the upper border of the zone of coexistence, and by j at precisely the lower 
border, can be disregarded. Circumventing this complication would require maxing practical 
homogeneity dependent on the size oi initially observable price-differentials. But this has 
the disadvantage of calling for an arbitrary decisior as to what prices are precisely “equal” 
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terion the product is homogeneous, then we may consider the downward cross- 
elasticity infinite because the sales reduction which suffers bears an infinite 
proportion to the zero-sales with which it ends the experiment. The con- 
clusion is that a table which can be used for testing real markets should 
differ from Table I in that it should always require testing for product- 
differentiation by downward cross-elasticity. For homogeneous products the 
value of this will be infinite, for differentiated ones finite. This is the adjust- 
ment of procedure for which the second difficulty calls. 

Our task is to adjust Table I to the practical universe, and thus to avoid 
having to turn to different principles for.the testing of real relations. The 
essential step in the adjustment i is to omit (or make less specific!) some of 
the information contained in Table I and thus' to derive Table II. 


TABLE II.—CLaAssIFICATION OF MARKET RELATIONS BY LESS SrEcIIC DESCRIPTION 
or FINDINGS ENTERED IN TABLE I 


(Suggested for Testing Real Market Relations by Consequences of Finite Price Changes. 
Elasticities then Become Incremental Ratios, not Limits in the Sense of Calculus) 








Relationship between firms 4 and j Upward Cross- | Downward Cross- 
i Elasticity E;;U Elasticity EP 

Belong in same pure oligopoly ; Positive eo 

Belong in same differentiated oligopoly Positive Not Infinite > 

Belong in same purely competitive group 0 eo 


Belong either in same monopolistically competitive 
large group or not in same "group" of any conven- 
^ticnal description. (Answer depends on group-to- 
firm cross-elasticity criterion, defined on p. 903.) ' Not Infinite 


: If we could test by infinitesimal price changes and could possess the data 
required for placing a structure in a box of Table I, we would always have 
to place the structure in the identically described box of Table II, simply by 
listing our data in less detail (less “sensitively”). An ideal structure possessing 
the characteristics of a category in Table II would also possess the additional 
characteristics of the same category in Table I. The ideal relations stay 
defined by the conditions of Table I. 

However, if Table II is used for the testing of real markets by ad koc 
selected finite price changes, then it performs a useful analytical function. , 
The two difficulties which were discussed in the present section are avoided. 
According to Table II, oligopoly is diagnosed by the noticeability to rivals of 





in a diiferentiated market, Quantity measures which would be common to all species of a 
genus may not be easily found. 

1 In the event of finite changes it is of course always arbitrary whether a proportionate 
change is computed in relation to the bigger or the smaller of two quantities. Here it is 
convenient to compute it in relation to the smaller. 


"5 Less specific in the sense in which “positive” is less specific than "positive infinite.” 
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a price increase undertaken by an individual firm, that is, by the non-zero 
value of upward cross-elasticity. Product-homogeneity is diagnosed by the 
complete removal from the market of all other members of the group, under 
the influence of a conveniently selected critical price reduction by a single firm. 
It is diagnosed by the infinite value of downward cross-elasticity.17 In the 
ideal universe of Table I any combination of atomism-oligopoly with homo- 
geneity-differentiation could be diagnosed by this same double test; but in 
the ideal universe some structures are recognizable in'a simpler way by a single 
test, based either on upward or on downward cross-elasticities. 

Table II describes reasonable criteria for the classification of real market 
relations. Tests of this sort can of course rarely be carried out Ly statistical 
analysis but it must be asstfmed that persons familiar with concitions in an 
industry are capable of making estimates which are helpful for answering 
the questions posed by Table II. These questions relate to tne order of 
magnitude of firm-to-firm and group-to-firm cross-elasticities. 

Using Table I, with infinitesimal price changes, for the definition of ideal 
market relations, and Table II, with ad hoc selected finite price changes, for 
the testing of real markets, has the advantages of linking our tvo universes 
of discourse by a well-defined procedure. By practically belonging in a spe- 
cific category, according to Table II with finite price changes, the various 
structures satisfy some but not all conditions of ideally belonging in their 
respective categories. By comparing the two tables it is possible to indicate 
what imperfections we temporarily neglect if, in the first approximation, we 
treat “practical belonging" in a category as if it were “ideal belonging," thus 
gaining the advantages of operating along continuous functions. The decision 
concerning the magnitude of the price changes for testing must cf course be 
made dependent on analytical objectives. In one instance we may be con- 
cerned with what happens in some specific range of changes, in another 
instance our concern may be with the effects of changes falling ir. a different 
range. Accordingly we may wish to place the same struciure in different 
“practical” categories, to obtain a point of departure for the analysis of the 
consequences of firm and group behavior under given market conditions. 


II. Comparison with Bishops Suggestions 


"Testing by finite price changes, whether a moderately large group of some- 
what insensitive producers behaves more-or-less like an ideal group in which 
the number of producers is treated as infinite, is of course a different task from 
that of defining a model in which the number is treated as infinite. The diffi- 


1" Practical belonging of i and j ir large-group monopolistic competition requires not 
merely that the structure should fall in the last row of Table II but (by analogy to the 
ideal world of Table I) also that the condition of sufficient group-to-firm cross-elasticities 
should be satisfied. Here too problems of monopolistic competition develop in principle as 
soon as the “critical” cross-elasticities are greater than zero but frequently we wi:l want to 
insist on a higher critical value. 

A firm practically belongs in the category of isolated monopoly if with all other firms in 
the economy it belongs in the last row of Table II, and if it satisfies the condition of suf- 
ficient group-to-firm cross-elasticities in conjunction with no other firm, 
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culties to which Bishop has called attention are real and important, but only if 
we are concerned with testing market relations by finite price changes under 
conditions of insensitivity to the very small. 

Instead of overcoming the difficulties by some procedure such as that de- 
veloped in the preceding pages, that is, by allowances for limited sensitivity, 
Bishop turns to a very different classificatory principle. He~defines an elas- 
ticity retic, dividing the elasticity of demand with respect to the own price 
(En) by the cross-elasticity of demand (£;;), and he states that this ratio 
tends to rise with the number of firms in the group.? More precisely, in a 
differeniia-ed structure a high ratio of E;; to E;; means that, from the point 
of view of firm å, firm j has a small “weight” or relative importance in the un- 
iverse of all firms.!? Having thus tested for atomism-cligopoly by what he calls 
a “numbezs-equivalent” (namely by the elasticity ratio), he proceeds to test- 
ing for homogeneity-differentiation by the own elasticity taken separately. For 
example, in Bishop’s terminology a sufficiently high elasticity ratio and a suf- 
ficiently high own elasticity mark "near-pure competition.” Low elasticity 
ratio and high own elasticity mark “near-pure oligopoly.” 

It should be added that not only the own elasticity is influenced in a rather 
complex fashion by product-differentiation but the cross-elasticity and the elas- 
ticity ratio also are. The elasticity ratio is not a pure indicator of numbers 
(corrected for size-distribution), since the relative weight or importance of j 
for i, in the universe of all firms, depends on relative substitutional distances 
as wel. as on numbers and on size-distribution. This is not overlooked by 
Bishop and it is not in itself a shortcoming of the ratio. Numbers and size- 
distribution create merely a vague presumption as to the nature of a group. 
In the real world we cannot avoid facing the question .of limited ‘sensitivity 
and of threshold values. Interest attaches to numbers only because they are 
more readily ascertainable than elasticities. But Bishop’s suggestion that the 
elasticity ratio be called a “numbers equivalent” may not be fortunate. 

The distinctive feature of Bishop’s classification is the use of the own elas- 
ticity, and particularly the elasticity ratio, in addition to cross-elasticity con- 
cepts. Bishop needs the distinction between upward and downward cross-elas- 
ticity, as we do, although he disregards this distinction except in a footnote 
dealing with a side issue.?° In addition he uses the own elasticity and its ratio 
to cross-elasticity. This is the characteristic property of his system. 


?* A dovble-sized firm should be regarded as the equivalent of two unit-sized firms. 

?'The cwn elasticity expresses the effect on firm i cf a price change undertaken by all 
other firms (because, neglecting the income effect, this is the same thing as the effect on 
firm i of a price change undertaken only by itself); end the cross-elasticity expresses the 
effect on frm z of a price change undertaken only by firm j. The elasticity ratio therefore 
js inversely related to the relative significance of j in the group of all firms, from the point 
of view oz i. 

? In some of the cases which Bishop discusses in detail the value of the upward cross- 
elasticity is very different from that of the downward cross-elasticity, If, for example, a 
small firm in a differentiated market grows to many times its initial size by finitely reducing 
its price, the downward cross-elasticity must be mzny times greater than the upward 
cross-elasticity. For the context in which Bishop mentions the distinction between the con- 
sequences of price-increases and of reductions, cf. op. cit. p. 793, footnote 24. 
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Bishop’s additional concepts are not needed for classification. Indeed, use 
of the elasticity ratio destroys something that is carefully preserved in the 
simpler classification presented in this paper. For, in the classification here 
suggested, homogeneous competition and oligopoly remain definable in the 
same framework that also serves for the definition of differentiated large and 
small groups. This is true of the ideal as well as of the closely related practi- 
cal universe. The concept of differentiation does not become logically divorced 
from the concept of homogeneity. In Bishop’s system it does. Reliance on the 
elasticity ratio excludes the unity of treatment here preserved. Bishop is aware 
of the fact that the elasticity ratio assumes the meaningless value of infinity 
divided by infinity in pure competition as well as in pure oligopoly.? His 
“near-pure” structures are defined with the aid of a concept which gives mean- 
ingless results for the “pure” structures. Why invite this logical difficulty if the 
concepts causing it are unecessary additions to upward and downward cross- 
elasticity which alone are required for classification? 

WILLIAM FELLNER* 


? In pure competition this is true only if downward cross-elasticity is used for computing 
the elasticity ratio. But Bishop thinks in terms of downward cross-elasticity. For the un- 
differentiated structures the logic of the elasticity ratio breaks down because if the effect of 
a price change undertaken by a single rival is expressed by “infinite,” then the relative im- 
portance of that rival cannot be measured by comparing this effect with that of a price 
change undertaken by all rivals. 


*The author is professor of economics at Yale University. 


Elasticities, Cross-Elasticities, and Market Relationships: Comment 


The article by R. L. Bishop on “Elasticities, Cross-Elasticities, and Market 
Relationships” followed, and apparently received a strong orientation from, 
a prepublication copy of my own paper on “Measuring the Degree of Monop- 
oly and Competition,” presented at the Talloires meeting of the International 
Economic Association in September 1951. In one section of my paper Robert 
Triffin’s classification of the problems of monopoly and competition in terms of 
cross-elasticities alone, and in particular his statement that the (price) “co- 
efficient of interdependence measures the relative share of monopoly and com- 
petition in the situation of the seller”! were subjected to various criticisms. 
It was concluded that cross-elasticity is significant only as a measure of isola- 
tion and that “elasticity as well as cross-elasticity is needed to classify the 
problems of monopolistic competition"— needed specifically as a measure of 
heterogeneity. In spite of his sweeping criticisms, Bishop seems to agree with 
me as to the need for elasticity and has even less faith in cross-elasticity than 
I had retained. i 

When Bishop’s article was published it seemed likely that the proceedings 
of the Talloires meeting would appear shortly, as indicated by his footnote 
(p. 779). Alas, a year has passec and they are still in press, but present indi- 


! Monopolistic Competition and General Equilibrium Theory (Cambridge, Mass., 1940), 
pp. 131-32. 
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cations are that they will soon be available? and that the reader will no longer 
be obliged to pass judgment on my position without having read my own 
full development of it in its original context? where its appearance at all is 
explained mainly by Triffin’s having advanced (price) cross-elasticity as a 
measure of monopoly and competition (cf. the title of my paper). 

One might say loosely that ‘Bishop’s major contribution to a satisfactory 
solution of this range of problems is a convincing demonstration of the com- 
plexity, even the treachery, of cross-elasticity as a measure of anything. Mcre 
specifically, he shows that price cross-elasticity does not provide a clean-cut 
distinction between isolation and nonisolation: the effect on the sales of firm 
j of a price adjustment by firm ; may be “negligible” even though the sup- 
posedly relevant cross-elasticity is high. The reason is that however small the 
relative change in j’s sales, Aq;/q;, the relative change in ?'s price, Api/Ji, 
may (owing to high elasticity of ¿is demand curve) be still smaller, thus 
making the cross-elasticity coefficient, p; - 3g;/q; - 693, large. This is a demon- 
stration of importance and amounts to showing that cross-elasticities of z2ro 
are a sufficient but not necessary condition to isolation. It follows that nonzero 
cross-elasticities are a necessary but not sufficient condition of nonisolaticn.* 
Because of Bishop’s analysis we must now recognize explicitly that there 
remain cases of nonzero cross-elasticities where the question of whether a 
seller is isolated or not must be settled by other criteria. 

In recent years I have been concerned to bring into a single category the 
two concepts of an “isolated monopolist” and of a single seller in the “large- 
numbers-differentiated-product” case; and this is an important part.of the 
background of the classification appearing at the end of my Talloires paper.* 
A monopolist who is isolated in the sense of being able to disregard the inter- 
dependence between: his own market and those of others is described in 
Monopolistic Competition as so situated that “the effects of a change inaug- 
uratec by [him] are spread over such a large number of competitors that they . 
are negligible for each.* Similarly, the “large group" case is characterized 
by the fact that “any adjustment of price or of ‘product’ by a single producer 
spreads its influence over so many of his competitors that the impact felt by 
any one is negligible and does not lead him to any readjustment of his own 
situation" (p. 83). It seems clear that these two concepts come to the same 
thing, and it is important to identify them for a number of reasons. One of 
the reasons is to make clear that ordinary, traditional (isolated) monopoly, 
now commonly known as "pure" monopoly, is not pure at all, but an integral 
part of the monopolistically competitive system.” Such a monopoly may in 


? Monopoly and Competition and their Regulation (Lordon, Macmillan and Co.). 

* This implies no misrepresentation by Bishop. ‘ 

* Cf. Bishop, op. cit., p. 787. 
_ "Cf. also "Monopolistic Competition Revisited," Economica, Nov. 1951, XVIII, 353. 

9 The Theory of Monopolistic Competition, 6th ed. (Cambridge, Mass., 1948), p. 74. 

"Bishop speaks of my "long-standing conviction that there is no such thing as a ‘pure 
monopoly’ short of a simultaneous monopolizing of all economic goods" (p. 785, n. 10, 
italics mine). It is indeed a “conviction” of long standing, but the language seems strange 
in view of the fact that the concept of pure monopoly certainly came into moderr. eco- 
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fact be correctly regarded as a single firm in a “large group” of some appro- 
priately broader category. Similarly, a single seller in a group free from 
oligopolistic influences appears io be isolated as truly as the traditional monop- 
olist (and therefore in the now prevalent terminology would be a “pure” 
monopolist, which is absurd). 

From these considerations comes a second reason why the identification in 
question is important, viz., that isolation and nonoligopoly are thus revealed 
as the same thing. This is certainly not what Triffin Says in his schema, where, 
among other things, “isolated selling" is clearly not a part of “heterogeneous 
competition." Yet in using cross-elasticity coefficients to distinguish isola- 
tion from nonisolation, I have merely followed Triffin (and also general 
usage) in this particular matter. It is not clear to me whether Bishop regards 
isolation and nonoligopoly as the same thing; but it is clear that his criticism 
of my use of price cross-elasticity as a test for oligopoly is equally applicable 
to Triffin’s use of it as a criterion for isolation: Triffin’s coefficient may be 
significantly large consistent with the isolation of firm 7. 

For these and other reasons, the manner in which Bishop sirgles out my own 
analysis and classification for nothing short of total condemnation seems 
strange indeed. Even though criticised only in part, it is rejected iz toto as 
“unsuccessful” (p. 794), and, again im toto, because it “breaks down com- 
pletely” (p. 797). This disposition follows the setting up oi an unqualified 
black-and-white contrast between Triffin and myself: “I have chosen Trifün 
and Chamberlin as the principal antagonists [sic]," he says, “because of the 
dramatic clarity of their differences" (p. 785, n. 11). The differences are in- 
deed substantial, but in pressing his contrast to the limit, Bishop is obliged 
to minimize (for instance, as “temporary back-sliding," p. 788) or to ignore 
altogether Triffin’s very substantial use of price cross-elasticity, both as a 
measure of monopoly and competition and in testing for oligopoly; and to give 
to Triffin’s position a one-sided definiteness which it simply does not have. 
This procedure causes great confusion, not only in understanding and apprais- 
ing the real position of each of us, but also (and more important) in under- 
standing the fundamental issues of the problem. It is especially confusing 
when we look at Bishop's own classification and find that in the end it is 
Triffin’s which has been completely rejected and that he follows me as against 
Trifin (without saying so) in taking “own” elasticity, not cross-elasticity, 
as the proper measure of heterogeneity (pp. 797-98 and table). 





nomics (possibly the term itself was used earlier—I do not know) as a part of my own 
terminology (cf. Monopolistic Competition, pp. 63-64) and is now widely perverted to a 
completely different meaning, usually without even a reference to its original one. The 
matter is important because the definitions of tbe two limiting cases of pure monopoly 
and pure competition are necessarily a part of the interpretation one gives to the theory 
"intermediate" between them, so that to redefine one of them is disastrous. 

505. cit, p. 104. In my Talloires paper I had criticised Triffin’s identification of 
"heterogeneous competition" with a “finite value" of cross-elasticity, pointing out that 
“the coefficient approaches zero, not only under ‘isolated selling,’ but also under hetero- 
geneous competition with "large numbers." Bishop seems to agree with this criticism, for 
he refers to “the fact that this cross-elasticity may be indefinitely small under differentiated 
competition" as “at least somewhat embarrassing for Triffin" (p. 786). 
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Does Bishop’s criticism invalidate the use of price cross-elasticity coefficients 
to measure the influence of one firm upon another, and hence to indicate the 
. presence or absence of oligopoly? Certainly it does not completely, for a 
coefficient of zero® is still a sure sign of isolation, even though we may have 
isolation without it. But it appears certain that its usefulness is diminished. 
As I have indicated above, we are limited now to saying that zero coefficients 
are sufficient but not necessary to isolation, and that nonzero coefficients are 
necessary but not sufficient to nonisolation. The problem remains of dis- 
tinguishing which of the cases with nonzero coefficients are isolated and which 
are not,” i 

After all, it is not surprising that this intermediate area should exist. 
Tabular arrangements of coefficients may have their limited usefulness, but 
they also run the danger of making the problem look deceptively precise. I 
am bound to say that I still find unobjectionable my own statement of twenty 
years ago, as a description of isolation. It was quoted earlier, but let me repeat 
it: "that any adjustment of price or of ‘product’ [or of selling outlay] by a 
single producer spreads its influence over so many of his competitors that the 
impact felt by any one is negligible and does not lead him to any readjustment 
of his own situation."'? It should be noted that zero cross-elasticities, though 
sufficient, are not necessary to isolation in this sense; and also that in the vexed 
case of pure competition, however one may rule as to the value of the cross- 
elasticity coefficient, a single seller is isolated in the sense described. 

Recognition that the line of separation between isolation and nonisolation is 
not precise in terms of some particular cross-elasticity coefficient seems to me 
to affect in no essential way the argument of my earlier paper. For instance, 
I continue to hold that the individual seller is isolated under what Bishop calls 
differentiated competition; also under pure competition; and that the essential 
distinctiors are between heterogeneity and homogeneity, isolation and non- 
isolation. The implications of this conclusion are decidedly different from those 
of Bishop’s classification, especially when the “loose ends” of this latter are 
taken into account. ; 

The coefficient proposed by Bishop as an indicator of oligopoly, viz., 
—E,,/E;:, takes us back to the familiar “numbers” criterion for “well- 
defined groups” of sellers of equal size with perfectly symmetrical relationships 
between them; and it is interpreted as a “numbers equivalent” where these 
conditions are not met (p. 798). It is, as Bishop points out, not “perfectly 


°In both directions and for completeness, of course, with respect to all elements of the - 
problem, such as price, quantity, product, selling ‘outlays, etc. 

* This would include also the cases where some of the coefficients involved were zero 
and others were nonzero. For instance, in Bishop’s case where the “own” elasticity of 
firm ?s demand curve is high (cf. p. 911, above), the substitution of q: for 4; in the 
cross-coefficient converts it from large to very small, 5 

*A number of the factors which help to explain it are mentioned in AMosopolistic 
Compeittion, Ch. 3 passim, esp. pp. 48-53. 

€ Monopolistic Competition, p. 83. (Cf. also p. 150). Trifin's translation of this state- 
ment into mathematics (of. cit, p. 102), out of which his coefficient developed, certainly 
leaves much to be desired. 
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general,” since it “breaks down in the case of literally homogeneous products.” 
Hence in his classification “the limiting case of perfect homogeneity [is] not 
represented”—the nearest we get to it is “near-homogeneity.” It is therefore 
necessary outside of the table to distinguish between pure competition and 
pure oligopoly, and between differentiated competition and “pure monopoly” 
(in the sense of an isolated seller). These “loose ends” involve major differ- 
ences with my own classification which are perhaps more important than 
those contained within the table, and the reader°will have ta judge them 
for himself. The distinction between “differentiated competition" and "pure" 
-(i.e., isolated) monopoly involves the “industry” concept which, however 
useful it may be in particular problems, seems to me a delusion for this pur- 
pose. My own reasons for avoiding the “industry” concept and for approach- 
ing the oligopoly problem not as a matter of numbers but as a matter of the 
isolation or nonisolation of individual sellers, are explained at some length in 
.my paper. 

I should like to comment finally on one of the contrasts between Triffin and 
myself which is given great importance by Bishop—the question of whether 
costs should be allowed to influence a price cross-elasticity coefücient, or 
whether, on the other hand, this coefficient should, like “own” elasticity, be 
kept a matter of “pure” demand relations. On this issue Bishop sides with - 
Triffin, holding that the effect of costs shculd be ruled out, and he has harsh ` 
words for those of the opposite opinion, of which I seem to be one.!5 The issue 
is dramatized by the common view tha: under pure competition the coefficient 
is zero if rising marginal costs are allowed, and co if they are not allowed, to 
limit the increase in sales of the firm which shades its price. It appears to me 
now that neither of these conclusions is as certain as has generally been 
‘thought, and that the answer will in each case depend upon some further ques- 
tions of interpretation.** But let us first look into the question of whether the 
effects of cost considerations must necessarily be ruled out of price coefficients 
on general grounds, regardless of the market structure involved. — . 

In arguing that costs should be excluded, Bishop holds in effect that there is 
a single “correct” answer to the question, and this I cannot accept. Both types 
of coefficient seem to exist in the sense that they can be defined, and it is 
simply a question of their relative usefulness. He argues furthermore that the 
answer must be the same for both elasticity and cross-elasticity, i.e., that since | 
it is absurd to “invoke supply restrictions" with respect to elasticity, it is. 
necessarily so with respect to cross-elasticity (p. 792). But this zrgument by : 
analogy makes no sense to me; and no one so far as I know has proposed 


VI agree with Bishop that the "other combatants” should not be neglected (p. 785, - 

n. 11), but cannot take the space here to discuss them. Incidentally, Triffin's use of profits 
. in what appears to be his final and "general" statement on defining the oligopolistic prob- 
lem (o5. cit., p 115) clearly includes costs. 

“In particular, the distinction between the magnitude oi the adjustment and the value 
of the coefficient as a derivative is essential. The problem can be formulated in such a way 
that the rising cost curve of the firm i (which saades its price) reduces Ag;/g; to zero 
by limiting the magnitude of the adjustment, but without affecting the value of the 
coefficient itself. 
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' modifying elasticity of demand by introducing “supply restrictions.” The fact 

. is that cross-elasticity is not a relationship between the demand functions of 
two firms, and therefore can never be “pure” in this sense. The coefficient 
between two firms cannot be discovered from their two demand curves because 
it depends also on such matters as the number of “other” firms and a complex 
of interfirm relationships not contained in the two curves. Neither one of their 
demand curves is in fact involved in the coefficient in any direct sense. When 
firm i shades its price there is no movement along its demand curve so far as 
cross-elasticity is concerned: s increment of sales does not appear in the 
coefficient. As for firm j, what is involved is diminished sales at the same 
price, in other words a redefinition of its demand function rather than a 
movement along it. In the broadest sense, cross-elasticity involves “the rest of 
the economic system," and in describing the effect on q; of a change in fi 
there seems to be a good case for describing it as it actually is, rather than 
ruling cut any part of the restraints which the system has imposed upon it in 
transmission from 7 to j.!* Bishop speaks critically of “those writers who meas- 
ure cross-elasticity, following an assumed price cut, not in terms of customers' 
willingness to buy, but in terms of the firm's willingness to sell” (p. 792, 
italics his). This is incorrect. The coefficient as used by the writers in question 
does measure the amount which j's customers are willing to buy (from j, 
naturally) as the result of a price cut by 7. 

I shali not take the space here to discuss adequately the behavior of the price 
cross-elasticity coefficient under pure competition, for the reason that this 
appears to be a rather complicated problem under the theory of limits, with 
several different, answers depending on how it is conceived mathematically. 
To state only three possibilities, the coefficient may be defined as (1) the 
limiting value of p; * Aq;/q; * ^fi as Ap;—0, the number of sellers and “own” 
elasticities beinz either (a) very high but finite, or (b) infinite; or (2) the 
limiting value oi (1) as the number of sellers approaches oo, “own” elasticities 
being given; or (3) the limiting value of (1).as “own” elasticities approach 
co, the number of sellers being given. The list is not exhaustive, and it should 
not be overlooked that, under certain definitions of the problem, numbers and 
elasticities. will be functionally related. It seems doubtful if any one solution 
can be designazed as the “correct” one, and doubtful therefore whether the 
price coefficient, which changes from 0 to co and back again to indeterminate- 


“Perhaps the elasticity of substitution between two commodities might qualify as 
*pure" in the sense of having to do only with substitutability. It is, of course, a completely 
. differen: concept from cross-elasticity of demand, although I believe there is much con- 

fusion cn this point. As a simple example, the elasticity of substitution between two brands 

of canned peas may be very high, but if there is a “large number” of other similar brands, 
cross-elasticity of demand may be very low. Kaldor seems to go astray here (cf. "Market 
- Imperfection and Excess Capacity,” Economica, Feb. 1935, V, 35, n. 1). 

' HI do rot mean to rule here that any particular kind of mathematical function or pro- 

cedure is the "right" one, since I am in fact protesting against Bishop having done just 

this. Thus demand curves are not necessarily Marshallian, in the sense of being obtained 
by holding all other prices constant, and however defined, their elasticity may be measured. 

Similarly, there is no' single requirement as to what must be held constant and what 

allowed tc vary when cross-elasticity is measured. 
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ness with a slight flick in the definitions, may be usefully applied at all to this 
limiting case, For economics the impcrtant concept is isolation, and however 
the cross-elasticity coefficient may be evaluated under pure competition there 
can be no doubt whatever that the individual firm is isolated in the sense 
that it has no influence on any other firm. l 

. Epwarp H. CHAMBERLIN* 


* The author is David A. Wells professor of political economy at Harvard University. 
i 


Reply 


My differences with Professor Fellner may be focussed on a single issue of 
central importance. Fellner maintains, in both his Tables I and II, that upward 
cross-elasticities must be zero between any two firms in atomistic competition 
(pure or differentiated); and ke holds, similarly, that positive upward cross- 
elasticities necessarily imply oligopolistic interdependence. It is my view that 
cross-elasticities (upward and downward) may be positive, and indeed very 
large, without implying oligopoly. Specifically, cross-elasticities will be high 
between any two members of a large-number group when the products of the 
rival firms are sufficiently near the homogeneity pole. Fellner's conclusion 
(usually without the upward-downward distinction) lias been the instinctively 
plausible one to many people. Hence it is all the more important to emphasize 
the grounds for my different view. I do so by means of a numerical example. 

Imagine 1,000,001 suppliers of physically comparable but very, very slightly 
differentiated products. Assume that the firms are all charging equal prices and 
selling equal quantities. Assume, furthermore, that if the ith firm’s price is 
raised very slightly (with all other prices constant), all but a negligible frac- 
tion of the business lost by that firm is transferred, in equal amounts, to the 
1,000,000 other firms in the group. This means that the change in g; will be 
(approximately) 1,000,000 times the opposite change in any other group 
member's q;—in both absolute and percentage terms. For example, if p; is 
increased so that g; declines by 1 per cent, each q; will increase by (approxi- 
mately) .000,001 per cent. This is the negligible impact of one atomistically 
competitive firm on its fellows. I propose to show that it does not necessarily 
imply a “zero” or negligibly “small” cross-elasticity. 

Suppose, now, that the ith firm's own elasticity #;; (up or down) is 
—1,000,000,000. To reduce g; by 1 per cent, f; need be raised by only 
about .000,000,001 per cent. Hence the cross-elasticity Ej; is approximately 
1,000, since the .000,001 per cent increase of g; is 1,000 times the initiating 
percentage increase of 5;. 

Now I beg the reader who sits in judgment to contemplate: (1) this very 
large number of firms; (2) this enormous cwn elasticity, implying a remark- 
ably close approach to product homogeneity; and (3) this very high cross- 
elasticity! Is this situation oligopolistic or rot? If it is not, let us be rid once 
and for all of the tempting but cuite erroneous preconception that high cross- 


*Still another example of this view comes from R. L. Hall and C. J. Hitch: “If... 
cross elasticities . . . were not negligible, . . . tke situation would thus be oligopolistic"— 
“Price Theory and Business Behaviour," Oxford Econ. Papers, No. 2, May 1939, p. 16. 
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elasticities necessarily imply oligopoly. Negligible impacts of one atomistic 
firm on.another are not the equivalent of small, let alone zero, cross-elastici- 
ties.? What is small in any symmetrical, large-number group (with finite own 
and cross-elasticities) is Ej; relative to — Ei. 

Before considering the ingenious and challenging ways in which Fellner 
seeks to avoid these conclusions, I should like to plead guilty to two of his 
charges: (1) my classificatory scheme is stated in terms of "point" elasticities 
and cress-elasticities (based on smoothly continuous demand functions); and 
(2) I regard a large but finite number of firms in a group as sufficient to 
establish atomistic competition, by contrast with oligopoly. Fellner does not 
object to.either of these practices separately; but H regards their combination 
as somehow invalid. 

As to my use of “point” rather than “arc” Ei this was also the prac- 
tice of all my predecessors, including Fellner; for we all used partial derivatives 
in our elasticity and cross-elasticity notation. Point elasticities are convenient 
because of their lack of ambiguity. Specifically, they characterize a firm's 
situation with respect to even the smallest conceivable price-quantity change; 
and they also reflect, approximately, the implications of small, finite changes.? 
The underlying conception of smoothly continuous demand functions is, of 
course, an "idealization"—but again one that is familiar, convenient, and often 

- (though not always) a defensible approximation of discrete reality. My basic 
disagreement with Fellner concerns his view that there is some tying clause 
in the theorist's contract that necessarily links this idealization with another 
quite different one—namely, an insistence that atomistic competition cannot 
exist with anything short of an "infinite number" of firms. 

‘In the context of Table I, Fellner uses point cross-elasticities but refuses to 
classify a situation as atomistically competitive unless there is an "infinite 
number” of rival firms. He would thus classify my numerical example, above, 
as an instance of "differentiated oligopoly." As long as Fellner remains within 
the context of his Table I, a million suppliers of perfect or near-perfect substi- 
tute products are just a million oligopolists. I regard such situations as consti- 
tuting either pure or near-pure competition. 

To Fellner, the mere use of point elasticities and cross-elasticities by the 
analyst implies an assumption of “infinite sensitivity” on the part of the firms, 
whick in turn would imply (in his view) that any finite-number group is neces- 
sarily oligopolistic. Several methodological questions of some subtlety are in- 
volved here; but the main point, it seems to me, is that Fellner here confuses 
the mere use of a convenient analytical tool (point elasticities) with an un- 
justifiably stringent empirical assumption (that, if a firm can detect even the 


?Neturally, cross-elasticities are not necessarily high in atomistic competition. Even 
when products are still very nearly perfect substitutes, E;, will be very low provided 
that the number of firms is sufficiently large. In my numerical example, E;, need be 
changed only to —1,000 in order to reduce E;; to .001. 

3It is for this reason that there is no inconsistency in drawing conclusions about the 
consequences of small finite price changes in the light of elasticities that are based on 
infinitesimal price changes. But I cannot accept Fellner’s contention (pp. 605-06) that 
the "valid content" of my article is limited to a context of “finite price changes.” 
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smallest effect on itself of another firm’s action, its reaction will recessarily be 
such as to establish oligopolistic interdependence). 

Oligopolistic and atomistic bekavior are distinguished according to the 
presence or absence of effective. collusion. We merely try to predict the 
outcome of that “behavior” test by means of such “structure” tests as the 
number of firms.‘ If “numbers” are sufficiently large, we infer (empirically) 
that any relevant change of business decision by firm 7 will have, at most, a 
“negligible” impact on j; and we then conclude (empirically) that j’s reaction, 
if any, will also be “negligible.” It is not necessary that either the initial effect 
or the reaction be literally “imperceptible,” but only that the interfirm re- 
percussions be negligible even if perceived. 

For example, a purely c8mpetitive firm will typically affect price ever so 
slightly if it changes its output substantially; but the situation will still be 
purely competitive, for all practical purposes, if the demand schecule relevant 
for the firm's output decision differs only negligibly from the strictly hori- 
zontal. This does not require that the change of that firm's output will have 
literally no effect on the outputs of the other firms, but only that the reactions 
of those other firms must not be such as to destroy the approximate hori- 
zontality of the relevant demand facing the one firm.? The main point is this: 
if the negligible impact of any one firm on its fellows gives rise to only micro- 
scopic, “passive” reactions, there can be nc significant degree of oligopolistic 
interdependence. The equilibrium position of each firm will then differ only 
negligibly from what it would be if the effects of one firm on another were 
regarded as wholly imperceptible.? 


* Alternatively, when groups are not well-defined, symmetrical, and isolated, I use the 
concept of a “numbers equivalent"—as a substitute for dubiously meaningful, actual 
numbers, Then —E,,/E;, = n, — 1 implies that the effect of a change of p: on qy is as if 
the two firms were members of an ideally symmetrical, isolated group of m; firms. 

Fellner thinks that my choice of “numbers equivalent” as a name for this concept "may 
‘not be fortunate" (p. 909). My reason for that choice is that the analogy to the number 
of firms in a well-defined, symmetrical group is intuitively meaningful. On the other hand, 
because a “numbers equivalent” is applicable “even when there is no distinct grouping of 
firms" (“Elasticities, Cross-Elasticities, and Market Relationships," Am. Ecoa. Rev., Dec. 

1952, XLII, 789 and 798-99), the concept is in no way dependent on the “industry concept" 
(cf. Chamberlin, pp. 913-14). 

5 Naturally, the demand relevant for a firm's price-output decision is not, in general, a 
ceteris paribus demand; but it is an essential condition of atomistic competition (pure or 
differentiated) that the other-prices-constant demand be a very close approximation of the 
` relevant demand. For example, if all the members of a purely competitive group have fixed 
supplies, the relevant demand facing the ith firm has an elasticity equal to a, times the 
industry-demand elasticity, where n; is the ratio cf industry quantity to tke ith firm's 
quantity (cf. op. cit., p. 795, esp. n. 26). With variable suppiies (upward-sloping marginal 
Costs), the relevant elasticity is even higher; for a given increase of qi, lowering price very 
slightly, will then reduce all the g;'s microscopically, and so cause price to fall even less 
than in the case of fixed supplies (op. cit., p. 797, n. 28). 

Although "negligible" and “imperceptible” are often used loosely as synoryms, I feel 
that it is neither necessary nor desirable to make atomistic behavior depend on the myopia 
or the “limited sensitivity” of the firms, as Fellner would have it (p. 904, esp. n. 12). In 
my view, the mere “awareness” of very small effects is not likely to give rise to oligopolistic 
behavior; and it is this presumption as to behavior, it seems to me, that is the proper focus 
of market classification. 
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There is a world of difference between such microscopic, passive reactions 
and oligopolistic interdependence. The typical oligopolistic reaction to a price 
cut is not just passive, but retaliatory. That is, it is designed to discourage such 
price cutting in the first place, even at the immediate cost of the retaliator’s 
hurting himself even as he seeks to discipline the aggressor. Oligopolistic col- 
lusion, explicit or tacit, accordingly implies a reluctance to make certain 
aggressive moves solely because of an expected or feared reaction from one or 
more rivals. Hence an oligopolistic “equilibrium” typically implies that the 
firms are at positions significantly different from those that would be implied 
if the firms were to make their business decisions on an assumption of negligible 
reactions from rivals. 

The likelihood that collusion will be attempted-*-and if attempted, success- 
ful—depends not only on the mere perceptibility of the effects of one firm's 
actions on another, but on the magnitude of those effects and the character 
and magnitude of the reactions. Least of all can the likelihood of oligopolistic 
behavior be prejudged simply on grounds that the analyst chooses to use 
point elasticities (or arc elasticities that are based on very small finite price 
changes). I confess I am somewhat surprised to have to rebut a view that the 
principles of Competition Among the Few are now automatically applicable 
to “competition among the few million” simply because the author used point 
elasticities. 

I also have misgivings about Fellner’s use of the concept of an “infinite 
number" of firms. Some limits can be reached (e.g., an absolutely homogene- 
ous product). Others cannot (e.g., an "infinite number" of firms). “Infinity,” 
in this context, is not a “number” but simply an implication that there is no 
finite limit. In Fellner's Table I, point cross-elasticities (upward and down- 
ward) are infinite when identical products are supplied by any finite number 
of firms. But he also believes that, with an "infinite number" of firms, the 
upward cross-elasticities will be uniquely zero. Now if this is to mean anything 
at all, it must mean that the upward cross-elasticities approach zero as the 
number of firms grows indefinitely large. But this they do not do, on the 
testimcny of Fellner’s own Table I. With strictly homogeneous products, the 
leap from infinite to zero cross-elasticity takes place only in a never-never 
land of “infinite numbers" of firms. Hence it is not consistent with the basic 
principles of taking a limit." 


Provided that there is a very large number of producers of a homogeneous product, I 
also think that either the Cournot model or the Bertrand model is quite acceptable (again 
cf. Feliner's n. 12). These two models then give approximately the same results. They give 
significantly different results, and are both unacceptable, only when the number of firms is 
small. In other words, neither Cournot nor Bertrand had a satisfactory theory of oligopoly; 
but they both did have satisfactory theories of competition. 

"In the foregoing paragraph I have willingly repressed my own misgivings about the 
determinacy of cross-elasticities when there are three or more suppliers of absolutely 
homegeneous products (op. cit., pp. 793-94). I am willing to follow the convention that 
Felner seems to accept—namely, that any change in q« will affect oppositely, to at least 
some extent, every other q; in the group. Then the cross-elasticities within the homo- 
geneous-product group are all infinite no matter what the number of firms—just as the 
cross-elasticities cpproach infinity when product homogeneity is merely approached, for 
any given number of firms. . A 
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A fundamental logical trouble that has afflicted cross-elasticity pronounce- 
ments from the very beginning is that two kinds of limit are involved: (1) if 
own elasticities are constant and finite (because the product is not strictly 
homogeneous), a steady increase in the number of firms in the group does 
imply a steady decrease of cross-elasticities toward zero as a limit (never 
actually reached); and (2) if the number of firms is constant, an approach to 
product homogeneity implies a steady increase in cross-elasticities toward 
infinity as a limit Fellner’s mistake, as I see i& is in supposing that the 
number-of-firms limit (which cannot be reached) must be dominant over the 
product-homogeneity limit (which can). If both of these limiting processes are 
operating simultaneously, no one can say in general how the cross-elasticities 
will behave.” But cross-elasticities may assuredly be either high or low no 
matter how many firms there are in the group. It all depends on the number 
of firms relative to the degree of product homogeneity (as reflected specifically 
in the own elasticities). i 

In the context of Table II, Fellner relaxes his requirement that there must 
be an “infinite number” of firms for atomistic competition; but row he insists 
that cross-elasticities must be based on “ad hoc selected finite price changes.” 
He also specifies the treatment of “subjectively unnoticed (‘negligible’) quan- 
tities as zeros." When products are homogeneous (absolutely or practically) 
and firms are many as in my opening example, a negligible increase of p; 
has a negligible effect on q;. Hence the upward cross-elasticity would be 
“negligible” over “negligible,” which at least suggests—if it means anything at 
all—the indeterminate form of zero over zero. More fundamental y, as long as 
Fellner refuses to measure “neglibles,” he has no grounds jor asserting any- 
thing whatever about their ratios to one another. 

Fellner would say, however, that his upward “incremental” (or arc) cross- 
elasticities are uniquely zero in my numerical example. Clearly, this is not 
just a matter of "point" versus "arc" elasticities; for my own example was 
stated in terms of a finite price increase, and the "incremental" cross-elasti- 
cities turned out to be very high. Fellner gets his result of a “zero” cross- 


*For a welcome expression of essentially the same view, see Chamberlin’s limiting pro- 
cesses (2) and (3), p. 915. Fellner, on the. other hand, implies a denial that the latter 
limiting process is a continuous one, Defending a position taken earlier bz Chamberlin, 
he maintains that “while cross-elasticity may be infinite in the undifferentiated large group, 
it falls to zero with the least differentiation" (p. 902, n. 4). It falls to zero, say Fellner, 
because “in the event of the least diderentiation the sales-increment of the >rice-reducing 
firm can be made smaller than any finite magnitude provided that the price reduction 
becomes small enough." 'This remarkable argument implies that every finite derivative and 
elasticity is zero. My opening numerical example provides my own positive demonstration 
of nonzero and high cross-elasticities in the “large group . . . with the least differentiation." 

?In the second paragraph of n. 4, p. 902, Fellner implies agreement with this view; but 
he fails to recognize that it undermines his central thesis as to the uniquely zero upward 
cross-elasticity in pure competition. 

Although Chamberlin now seems to be with me for the most part on these questions, 
our agreement is still not complete. His limiting process (1) on p. 915 impLes that there 
is a limiting value of the expression given there when "the number of sellers and 'own' 
elasticities” are "infinite." This is the same meaningless concept for which I am criticizing 
Fellner. 
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elasticity only by specifying that the price increase must zot be negligible, 
even though a much smaller—and specifically negligible—price increase must 
be sufficient to remove the homogeneous-product supplier from the market. 
In my example, something on the order of a .000,000,1 per cent increase in 5; 
would very likely be enough to reduce q; by 100 per cent.?° That would 
increase each of the q;'s of the 1,000,000 other firms in the group by about 
.000,1 per cent; so the cross-elasticities would still be on the order-of 1,000. 
Hence, to reduce the crosselasticities even to 1, Fellner would have to specify - 
a price increase about 1,000 times larger than necessary to remove the price- 
raiser from the market; and to reduce the cross-elasticities to .001, he would 
haye to specify a price increase about 1,000,000 times larger than necessary. 

Although Fellner does not indicate just how arbitrary his “ad hoc selected 
finite price changes" are, they are “ad hoc selected" simply to make the 
upward cross-elasticities sufficiently small for his own taste—when he wants 
them to reveal atomistic competition. This reminds me of Humpty Dumpty’s 
practice: “When J use a word, it means just what I choose it to mean— 
neither more nor less." When Fellner measures an incremental cross-elasticity 
under conditions of pure or near-pure competition, its magnitude is just what 
he chooses it to be. f 

In my own classificatory scheme, despite Fellner’s strictures, there is no 
general need for a distinction between “upward” and “downward” elasticities 
or cross-elasticities. Such a distinction would be needed only if the firm were 
to operate at a point where there is a “kink” or discontinuity of slope in its 
demand curve." Such a “kink” in a consistently other-prices-constant demand 
curve results, for example, when some buyers regard the products of two or 
more firms as homogeneous, while others regard them as differentiated.’ 
Because this phenomenon implies that the demand slope is first negative and 
then changes abruptly to zero at a critical point, no firm will actually operate 
at that point. Rather, some firms will compete for the homogeneous-product 
business, and thus be somewhere on their demands’ horizontal stretches, 
while others may be content to exploit their demands’ downward-sloping por- 
tions. Depending on the number of firms, those with locally horizontal demands 
are, in effect, in situations of either pure competition or pure oligopoly. On 
the other hand, smoothly continuous demand functions always imply equal 
upward and downward elasticities, both own and cross. That is, the point 


“This implies that the demand for the ith product is approximately linear. I am assum- 
ing—as is certainly possible—that the price increase necessary to reduce quantity by 100 
per cent is approximately 100 times the price increase that reduces quantity by 1 per cent. 

£ The familiar, oligopolistic “kinked” demand is not germane here. That is based on an 
other-price-constant demand for price increases and an other-prices-changing demand for 
price decreases, Fellner and I are both talking about other-prices-constant demand rela- 
tionships. 

* Cf. A. J. Nichol, “The Influence of Marginal Buyers on Monopolistic Competition,” 
Quart. Jour. Econ. Nov. 1934, XLIX, 121-35; Alfred Nicols, “The Rehabilitation of 
Pure Competition,” Quart. Jour. Econ., Nov. 1947, LXII, 31-53; Joe Bain, Pricing, Distri- 
bution and Employment, rev. ed. (New York, 1953), pp. 353-55; and Ron Hieser, “A 
Kinked Demand Curve for Monopolistic Competition,” Econ. Rec, May 1953, XXIX, 
19-34. Z 5 


922 THE AMERICAN ECONOMIC REVIEW 


elasticities are exactly equal; and the arc elasticities based on sulbirenny small 
price changes are approximately equal? 

Naturally I am gratified that Professor Chamberlin now ag:ees with me 
that the cross-elasticities Ej; and E;; are not, by themselves, a reliable indica- 
tion of the presence or absence of oligopoly. It was because he had proposed 
these cross-elasticities as his test for oligopoly that I characterized his classi- 
fication as unsuccessful." I regret, however, that I have left him with only 
a negative conviction of the “complexity” and “treachery” of cross-elasticities 
“as a measure of anything" (p. 911); for—when products are cifferentiated, 
however slightly—the ratios of cross-elasticities and own elasticities do seem 
to provide the oligopoly test for which he has been unsuccessfully searching. 
As for my having adopted &;; as my own preferred criterion of product homo- 
geneity-heterogeneity, I am heppy to acknowledge that I did indeed follow 
Chamberlin in this. 

In his Talloires paper, as Chamberlin now says, he criticized "Robert 
Triffin’s classification of the problems of monopoly and competi-ion in terms 
of cross-elasticities alone" (p. 910).*4* He also feels that I exaggerated the 
contrast between Triffin’s views and his own; and, by way of illustrating 
this, he says that I “ignore altogether Triffin’s very substantial use of price 
cross-elasticity . . . in testing for oligopoly” (p. 912). It is my view, on the 
contrary, that Trifin relied principally on the quantity cross-elasticity ej; in 
testing for oligopoly. His only use of the price cross-elasticity Ei; for that 
purpose, it seems to me, was in conjunction with e;;—in his “circular test.” 
Hence I also feel that Chamberlin’s critique of Triffin’s schema—by concen- 
trating solely on £;;, to the neglect of e;;—was seriously incomplete. I say 
this only to emphasize that Chamberlin’s objections to the contrasts that I 
found between Triffin’s discussion and his own do indeed reflect fundamental 
differences between us in our understandings of Triffin. 

Several matters discussed by Chamberlin seem to be mainly if not entirely 
verbal. He wishes “to bring into a single category the two concerts of an ‘iso- 
lated monopolist’ and of a single seller in the ‘large-numbers-d-fferentiated- 
product’ case"— because “these two concepts come to the same thing” 
(p. 911). Everyone agrees, I think, that these two cases are alike to the extent 
that they are both nonoligopolistic. Beyond that, it seems to me mischievous 
in the extreme to suggest that there are no significant differences between them. 
The traditional, simple monopolist is “isolated” because there are no signif- 
cantly close substitutes for his product. The differentiated competitor is “ 


"| detect no belief on Fellner’s part that “kinks” are as universal as his “upward- 
downward” distinctions would seem to imply. The one such contrast in his Table I, I have 
argued above, is the result of faulty logic. The omnipresent contrasts of this kind in his 
Table II are manufactured by his arbitrary use of incremental cross-elasticities. 

* Although at one point Chamberlin might now seem to be minimizing his former “faith 
in cross-elasticity” (p. 910), there is no question that he did use that conzept to distin- 
guish (in his own terminology) “isolated selling" and “nonisolated selling.” 

“aI assume from the context of the Talloires paper that this refers only to 2rice cross- 
elasticities. 

Trifin, Monopolistic Competition and General Equilibrium Theory (Cambridge, 
Mass., 1940), pp. 104-5 and 134, 
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lated” in a very different sense, because he is lost in the crowd of so many 
suppliers of relatively close substitutes that his relationships to his competitors 
are again nonoligopolistic.!* 

Another of' Chamberlin's verbal problems. concerns just this ambiguity of 
the word, “isolation.” For Triffin, “isolated selling" is associated with “pure 
monopoly," and not with atomistic competition, whether pure or differentiated. 
Yet for Chamberlin, isolation and nonoligopoly are “revealed” as the same 
thing (p. 912). The corrtct word is “defined”; and we can take our choice 
in following either Triffin’s or Chamberlin’s definition." 

The last verbalism is the term, “pure monopoly." An overwhelming majority 
of economists prefer to equate this with the traditional concept of monopoly. 
Thus we have not followed Chamberlin’s own distinctive definition of “pure” 
monopoly”; but we do not feel that we have “perverted” anything in setting 
up simply a different definition from his. Nor does the redefinition seem 
“disastrous” (p. 912, n.7). I, for one, rather feel that it is healthy to resist.. 
the theoretical imperialism by which Chamberlin would swallow up traditional, 
simple monopoly as just another species of monopolistic competition. 

I have little to add to my earlier discussion on “the question of whether 
costs should be allowed to influence a price cross-elasticity coefficient.” I 
do believe, however, that it is just as ill-advised to *invoke supply restrictions" 
with respect to cross-elasticities of demand as Chamberlin concedes it to be 
with respect to “own” elasticities. The generalized demand for the ith firm's 
product, on which both E;; and Ei; are based, is of the form: q; = qi 
(Pi, $2... bu... Dp... Dn). The derivatives, 891/005 and 0qi/0p; (or the 
elasticities, Ei; and Ei) : are then precisely analogous to one another.?" More- 
over, the naked expressions, Ei; = (0qi/0pi) (Pi/gs) and Ei; = (0qi/0p;) 
(2;/gi), have perfectly definite meanings; and they cannot be made to stand 
for anything else except by some more Humpty-Dumptyism. 


“T also feel that it is perfectly feasible to distinguish the pure monopolist from the 
differentiated competitor, in terms of the frequency distribution of cross-elasticities (op. 
cit., pp. 786-87 and 799-800). 


" Chamberlin also says: “in using cross-elasticity coefficients to distinguish isoletion 
from nonisolation, I have merely followed Triffin. . . " (p. 912). But, since his definition 
of isolation is completely different from Triffin’s, Y cannot agree that my criticism of the 
"use of price cross-elasticity as a test for oligopoly is equally applicable to Triffin’s use of 
it as a criterion for isolation. .. " My criticism would be so applicable only with respect to 

"isolation" as Chamberlin defines it. E 


? According to Chamberlin, “the now prevalent terminology" implies that any non- 
oligopolistic seller “would be a ‘pure’ monopolist"—since such a seller is “isolated as ruly 
as the traditional monopolist” (p. 912). It seems peculiar, to say the least, for Chamber- 
lin to attribute this view to his opponents—since it is he who would blur the distinction 
(which the rest of us seek to maintain) between the traditional monopolist and the 
nonoligopolistic species of monopolistic competitor. 

? Chamberlin’s discussion is on pp. 914-15; my own is op. cit., pp. 790-92. 


2 The “own” concept is a “diagonal” term, and the “cross” concept is an “off-diagonal” 
term, in the matrix of either the derivatives or the elasticities, respectively. 

Nor is there any notable significance in the otherwise perfectly correct fact that a 
change of f, represents a movement along a demand of the abbreviated form, q: = /(5:), 
while a change of p; may shift that same q: = f(f:). When demand for the ith product 
is more broadly‘ formulated, as above, that generalized demand function is not "shifted" by 
changes of either f: or 2j. 
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There would be no objection whatever to Chamberlin's defining any alterna- 
tive concepts that he pleases—with or without reference to costs. When he 
writes down either partial derivatives or the elasticities based upon them, how- 
ever, I would hope that he might specify—as he has not done in the past—the 
functions he is differentiating. Only in that way can we judge (a) the meaning 
and (b) the usefulness of the concepts he may have in mind. In particular, 
. if he thinks he can define meaningful and useful elasticities of demand (in- 
cluding cross-elasticities) by “invoking supply restrictions,” by all means let 
him come forward with a specific definition. 

Rozert L. BrsHop* 


* The author is associate professor of economics at the Massachusetts Institute of 
Technology. f 
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Utility and All That, and Other Essays. By D. H. Rosertson. (London: 
George Allen and Unwin. New York: Macmillan. 1952. Pp. 206. $3.50.) 


In this volume are assembled sixteen of Sir Dennis Robertson’s essays writ- 
ten from 1945 to 1951. They are arranged in four groups dealing with general 
theoretical matters, with problems of interest amd capital, with international 
economic affairs, with money and banking. The essays vary greatly in length 
and significance, from one paper which attempts a reorientation of the theory 
of interest to a number of brief occasional notes. All of the essays afford valu- 
able insights; all are delightful reading for the author's Puckish jibes and 
asides; and all of them cut through jungles of theoretical pretense or confusion 
with the keen hard blade of common sense. 

The last of these qualities stands forth conspicuously in the first essay, the 
subject of which has been taken for the title of the collection. Reviewing the 
recent literature on consumers! surpluses and weliare, Robertson finds that 
Hicks’ and Allen's indifference functions and “revealed preference,” designed 
to operate behavioristically and to dispense with one dimension called cardinal 
utility, actually make matters more complex. Cardinal utility keeps reasserting 
itself, and it is better to recognize it explicitly, as Marshall does. The reviewer 
agrees with Robertson that introspection justifies the concept of cardinal util- 
ity; but operationally the difference may not be great. Anyone who prefers to 
operate with ordinal concepts could read the familiar Marshallian figures 
correspondingly, since the monetary expression of utility may be in either rela- 
tive or absolute terms. 

In the same essay, Robertson indicates his belief that welfare economics 
should be able to steer a course somewhat between the one extreme, repre- 
sented by Myint, who imagines a measure of social gain or loss possible even 
with changes in distribution, and another extreme, represented by Samuelson 
and Little, who are very sceptical about the possibility of measurement. Most 
readers will sympathize with Robertson here. They may wish, however, that he 
had pressed. further his suggestion that the maintenance of incentive enters 
into the problem of maximizing social welfare. Hitherto inequality of distri- 
bution has been the rock upon which aggregate social welfare has split up. 
But if we limit the theory to functional inequalities—inequalities necessary 
to “evoke and maintain" correct relative factor supplies (in Hobson's phrase) 
—and if we suppose with Lange that the distribution of the capacity to enjoy - 
income is a random one in any fair sample of the population, we approach 
fairly closely to a social maximum of welfare. Other elements, such as resent-- 
ment of inequality, would still make precise quantification impossible; but 
in many situations they might be sufficiently unimportant to permit the de- 
sirable direction of policy toward maximum welfare to be seen. 
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In "The Economic Outlook" written in 1947 Robertson, with what in retro- 
spect amounts to prophetic revelation, corsiders the pitfalls of planning in 
‘the English postwar economy. “Years of lowbrow talk about production for 
use and not for profit, fewer but intenser years of highbrow talk about the’ 
humbug of finance and about investment breeding its own saving have left 
us with a formidable web to unwind” (p. 56). As an antidote to these errors, 
he quotes the sentence of Marshall that “Progress mainly depends on the ex- 
tent to which the strongest, and not merely the Aighest forces of human nature 
can be utilized for the increase of social good.” He also broaches the profound 
question whether there is any final and ultimate distinction between demo- 
cratic and totalitarian planning. 

Robertson’s presidential address to the Royal Economic Society, “On 
Sticking to One's Last,” takes issue with a former president, Mr. Hawtrey, 
and denies that the economist should concern himself with other objectives 
than economic welfare, such as National Prestige, and Employment (as an 
end in itself rather than as a means of earning income). The economist is 
bound to point out, for example, such homely facts as over- or undersupply 
and the wastage they entail, even if these conditions result from attempts 
to serve some high principle of moral justice. Conversely he must also dis- 
tinguish between useful injustices and useless or harmful ones. 

The end piece of the first group of essays is Robertson’s half-mischievous 
review of the first volume of A Survey of Contemporary Economics. For the 
“headmaster” of this school (in Robertson’s terms) to appraise this review 
would probably cater only to rare antiquarian interest. For that rare case, 
the “headmaster” may perhaps be permitted one lapse into bad manners: to 
confess that Robertson has voiced many criticisms and evaluations of the 
several papers which the editor felt keenly but suppressed for the sake of 
decorum. 

.. On the three papers constituting Part II, it will be necessary to bypass in 

' the limits of this review the two occasional essays on “What Has Happened 
to the Rate of Interest” (December 1948) and “British National Investment 
Policy" (January 1952). Many of the author's obiter dicta transcend occasion, 
however. “We have got to the stage of admitting that it may sometimes be. 

decent for wages to stop rising and for prices actually to fall, though the ad- 
mission has still to be wrapped up in layers of witch-hunting formulae about 
wicked entrepreneurs" (pp. 95-96); and “a State which claims to control the 
rate of capital growth has undertaken a function for its precise manner of 
discharging which it will always find it difficult to offer any convincing ex- 
planation ...” (p. 118). 1 

The piéce de résistance of the volume, in many ways, is “Some Notes on the 
Theory of Interest," reprinted from the Williams honorary volume. Robertson 
supports the view that if net investments are being made, the marginal pro- 
ductivity of capital always stands above the rate of interest, and the rate of 
interest always stands above “myopia” or the marginal rate of time preference. 
If Robertson's first inequality means that there could be neither net saving 
nor net investment if (using Wicksell's terms) the natural and money rates of 
interest are equal, a good many contemporary theorists—rightly, I believe 
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—would disagree. Let the reader review Myrdal’s critique of Wicksell’s three 
criteria of equilibrium in Monetary Equilibrium, particularly the last pages 
dealing with the money-natural rate criterion. 

Robertson’s second inequality, the excess of the rate of interest over the 
marginal rate of “myopia,” said to be necessary for net investment, involves 
two difficulties. In the first place, does this or does it not imply that even 
without net investment a positive rate of interest would be necessary to over- 
come marginal myopia (or time-preference)? In other words does “real 


myopia” entail a positive interest rate in a stationary economy? And if so, 


what gives myopia this characteristic? In the second place does myopia or 
time preference give hostages to the fallacious idea that saving is just "post- 
poring consumption”? Are they rational or irratiopal, the latter being implied 
at the end of page 99? Do they have any meaning not better conveyed by the 
perfectly colorless phrase “the supply schedule of saving” ? 

Other parts of this essay, dealing with Keynes’ liquidity preference and 
Kaldor’s speculative theory of interest and Cassel’s contributions, move upon 
firm terrain, 

In Part III, the very short essay on the Terms of Trade will be perennially 
valuable for its lucid differentiation of various meanings of this term, and of 
the gains from the terms of trade and the gains of trade in general. But it. 
would be too laborious to note all of the contributions of this small volume 
to theoretical insight and to practical common sense. These qualities are not 
quite separate matters from a sense of humor and a sense of modesty. Con- 
sult in che index the items ““Tweedledee” and “Tweedledum” for one example 
among the many. 

3 Howarp S. ELLIS 

University of California, Berkeley 


The Political Economy of Monopoly: Business, Labor and Government 
Policies. By Fritz MacuLur. (Baltimore:. The Johns Hopkins Press. 
1952. Pp. xvi, 544. $5.50.) ` 

The Economics of Seller? Competition: Model Analysis of Sellers’ Conduct. 
By Frrrz Macutup. (Baltimore: The Johns Hopkins Press, 1952. 
Pp. xx, 582. $6.50.) 

Professor Machlup’s volumes on the economics of monopoly and competi- 
tion will be highly appreciated by professional colleagues and students alike. 
These books may perhaps be viewed as two volumes of a single work even 
though the decision concerning the sequence of the volumes would have to be 
somewhat arbitrary. The general reader and the student of general economics 
will be interested mainly in Tke Political Economy of Monopoly. The book on 
sellers’ competition deals with problems which are of interest primarily to the 
theorist and to the more advanced student who wishes to acquire proficiency 
in the theory of market relations. In one sense the book on monopoly is a 
more elementary “first volume” since some of its early sections may serve 
as a simple introduction not only to the volume itseli but also to the theoretical 
analysis which is found in The Economics of Sellers’ Competition. Yet in 
another sense the book on monopoly is the “second volume” without which 
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the work would be incomplete even for professional readers. It engages much 
more in the appraisal of directly significant problems than does its conipanion 
volume which is of “instrumental” character in that it presents, illustrates 
and further develops a technique of analysis. 

"The author's appraisal of market tendencies and of government policies is 
presented in such a way that the reader of The Political Economy of 
Monopoly becomes well acquainted not only with the author's views but 
also with the factual background of the problem ang with the main arguments 
that can be advanced for and against Machlup's position. This is a substantial 
merit. The book contains excellent brief summaries of information on the 
degree of concentration in various industries, with the proper discussion of 
the fictitious accuracy involved in the data; of the history of anti-monopoly 
legislation and the significance of mergers; of existing pieces of legislation 
which promote producers’ monopoly; and of labor policies and legislation. 

- The specific conclusions which Machlup derives from this information will 
not be shared by all readers. But this will not limit the usefulness of the book 
because the summaries are sufficiently general to: make it obvious that sub- 
jective judgment is required for reaching final conclusion. 

Machlup is aware of the fact that no scientifically documented statement 
can be made on how much of the existing degree of concentration in the 
various industries is required for keeping them at a given level of economic 
efficiency. But while he acquaints us with both sides of the argument, he is 
nearly always willing to give the benefit of the doubt to the antimonopoly 
side. Multiplant expansion can in his view be accepted as an almost dependa- 
ble sign of the growth of a firm beyond the size required for maximum 
efficiency on a given level of technology; substantial reduction of concen- 
tration would almost certainly have a favorable effect on further technological — 
progress; and the reduction of competition in atomistic groups of producers 
by government interference is almost always unjustified. Hence Machlup 
suggests not only the vigorous enforcement of the present antitrust laws but 
he looks favorably also on strong additionel measures for reducing the degree 
of concentration. These include tax policies which treat small enterprise more. 
advantageously than the oligopolistic, and which discourage the accumula- 
tion of undistributed profits; freer international trade; a ban, with scme 
exceptions, on intercorporate stockholdiiigs; substantive patent reform; and 
possibly direct limitation of firm-size. Unionism he takes for granted but he 
feels that the noncompetitive character of the labor supply might make it 
desirable to regulate wages by government policy based on definite rules. 
Thus, in an economy with a stable general price level and high employment, 
the general level of money wage rates could be made to rise gradually in ac- 
cordance with over-all economic productivity, while wage rates in specific 
industries would be allowed to increase at a greater or smaller rate according 
as there exists labor shortage or unemployment in a specific sector. By such 
regulation the misuse of monopoly power by unions could be avoided." Antici- 

* Machlup is inclined to the opinion that the relative share of labor in national income has ` 


shown a rising tendency but argues that this need not be a consequence of union activity 
because the stock of capital has risen more rapidly than the labor supply. If we consider’ 
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pating strong political resistance to such a scheme, Machlup describes the 
limitation of individual unions to specific areas as an alternative measure 
which would fit into his competition raising program. 

In some ways the antimonopoly convictions of the reviewer are less general 
thar those of Machlup. The agreement is complete as to the generality and 
the significance of the case against business practices of a “predatory” and . 
"discriminatory" kind which by their very nature have the consequence of 
“artificially” excluding efffcient rivals.? However, oligopoly that would survive 
a truly complete suppression of such practices presumably results from real 
ecoromies of scale. The reviewer, unlike the author, doubts very much even 
the “theoretical possibility” of eliminating nearly all oligopoly power without 
sacrificing important technological and organizational economies. It is diffi- 
cult to imagine fiscal or similarly general policies which would be based on the 
distinction between such concentration as is required for social efficiency and 
such concentration as is not. Also, to the reviewer comprehensive wage regu- 
.lations seem undesirable in economies not operating under a rigid full-em- - 
ployment guarantee; and the.alternative proposal to reduce the size of unions 
would, in his opinion, not change the inflationary potentialities of full- 
employment periods (nor the long-run trend in income distribution which 
seeris dominated by forces 'other than unionism). But even readers who 
dissent from Machlup in these or in other respects should agree that he has 
presented us with a most lucid, useful and interesting discussion of the factors 
which must be weighed by anyone desiring to develop an articulate attitude 
toward problems of antimonopoly policy. 

Turning now to The Economics of Sellers’ Competition we should call atten- 
tion to the subtitle of the volume which characterizes the author's method. 
He develops in this book a “model analysis of sellers’ conduct." This book 
examines the consequences of sellers! behavior under alternative market con- 
ditions, on the working hypothesis that certain characteristics of these market 
relations and of entrepreneurial motivation are observable in pure form. Such 
model analysis can of course give only more or less realistic results. Some 
readers will place the emphasis on the more, others on the less, as we know 
from the extended controversy on marginalism in which the author of the 
book has played a leading róle. The reviewer agrees that the traditional 


long-run tendencies for the United States since 1920, limiting ourselves to privately produced 
inccme before direct taxes, and if we correct for the changing weight of employees in the 
labor force, I see no basis for the opinion that the relative share of employees has tended 
‘to rise, Various published statements by British economists suggest the absence of such a 
long-run trend for Britain too. In general, the effect of union-induced wage increases on 
the share of labor may well have become offset partly by price adjustments and partly 
by :nduced labor-saving innovations. 

3 Leng-run social efficiency considerations may favor "artificially" excluding rivals who 
in 2 free market could be successful entrants at any moment of time. Patent legislation 
exemplifies this proposition. But it is not possible to develop a reasonable argument which 
would maintain that the social interest requires letting private groups practice "artificial 
exc.usion" as they see fit. In some instances it is easy, in others diífücult, to diagnose in 
practice a business policy as involving artificial exclusion of potential entrants, but the case 
against such policies seems entirely general to the reviewer as it does to the author. 
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method of which Machlup is a staunch defender remains E We lack 
analytical systems which would be sufficiently complete to permit of the 
quasimechanical use of theories for the explanation and the prediction of 
economic processes; The traditional method of rigorously analyzing simpli- 
fied or purified processes in ideal models calls for ed koc (informal) adjust- 
ments when we are concerned with real cases to which the assumptions apply 
merely with modifications. But while the method has been severely criticized 
on these grounds, it remains a fact that important thsights have been derived- 
from this type of analysis. In price theory so far no alternative models have 
emerged which, on a high level of generality, would yield less crude first 
approximations than those obtainable from the usual concept of market 
relations and the profit printiple. Some of us may feel that Machlup occasion- 
ally underemphasizes (plays down) the limitations of the method of “strong 
cases” but no reader can justly accuse him of failure to call attention to the 
idealized or purified character of the situations with which he is dealing. 

For oligopolistic markets the results of such analysis depend on particular 

assumptions concerning the nature and the extent of cooperation (collusion) 
between rivals. However, it is possible to describe main types of cooperative 
arrangement, and also to formulate reasonable hypotheses as to how the degree 
of cooperation typically varies with the characteristics of the industry demand 
(e.g., its stability or predictability) and with other observable market charac- 
teristics. Machlup distinguishes carefully between different kinds of “co- — 
operation” or “collusion” and gives a very revealing discussion of alternative: 
types of oligopolistic coordination as well as of varieties of oligopolistic 
warfare. 
. The specific discussion of markets with atomistic and oligopolistic proper- 
ties, with homogeneous and heterogeneous products, and with free and limited 
entry, is constructive, lively and systematic. The bearing of entry on market 
results is strongly emphasized. Quality competition and competition in sales 
effort receive detailed attention, as does of course price competition. Further- 
more, in the course of his analysis Machlup directs his readers! attention 
to problems which frequently are overlooked or are relegated to other areas 
of economic theory. These include, among others, the nature of profit and 
rent concepts, the possibility or impossibility of extending the specific equi- 
librium theories relating to alternative market structures in the direction of 
general equilibrium theory, the historical race between diminution of the 
regional (spetial) monopoly element and increasing firm-size. While Machlup 
makes interesting observations concerning the effect of market relations on 
the rate of technological and organizational progress, the treatment which 
this problem receives is not commensurate with its significance. 

In these two volumes Professor Machlup offers much in the way of clarifica- 
tion and individual contribution that will prove of considerable interest to the 
specialist. If to achieve this had been his only objective he could have ex- 
pressed his ideas in fewer pages. However, at the same time, he wished to - 
explain basic concepts of economic theory and also the content of his own 
contribution to other categories of readers, particularly to students. Yet I 
feel that on balance it would have been advantageous to shorten The Eco- 
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nomics of Sellers’ Competition. Detailed explanation and illustration do of 
course help the reader, especially the relatively least expert group of readers 
which kere will consist of advanced undergraduates. But the book inevitably 
presupposes the kind of interest in formal theory which, if it is real, goes 
.with the ability to follow a more condensed presentation of problems. So far 
as classroom use is concerned, instructors will not find the book indivisible 
but they might not find it very easily divisible into more or less important 
sections, and the volume'is too long for being used as a whole in a theory 
course which must include several other subject matters of great significance. 
On the other hand, I feel that it would have been unwise to shorten Tke Political 
Economy of M onopoly because the space which the book occupies as well as 
the author’s expository skill is required to make" the subject intelligible ta a 
group of readers which in this case is potentially much wider. As for classroom 
use, here it does not matter much that in genera] courses there will be no time 
for working through the whole volume. Some instructors will want their stu- 
dents to know more about certain aspects, others about other aspects of the 
monopoly problem. 

What really matters is that both books contain a wealth of material from 
which readers of many kinds may make selections to their substantial benefit. 

WILLIAM FELLNER 
Yale University 


` Psychological Analysis of Economic Behavior. By Grorce Katona. (New 
York: McGraw-Hill. 1951. Pp. ix, 347. $5.00) B 

So wide a field is encompassed by this book that a reviewer must resort 
to selective generalization, and this is fostered too by the long time that has 
elapsed since its publication. At this distance, the highly valuable pioneer job 
that Katona has done yields three major types of insight, and they concern 
basic problems in economic investigation and analysis that any serious prac- 
titioner must feel a need to consider. First, when the actor in economic life 
is man as modern psychology sees him, rather than the convenient fignent— 
economic man—the job of the economist is altered and Katona indicates how. 
Second, certain familiar economic problems are considered in a fresh light. 
Finally, the changed job means a changed order of usefulness of various tools 
of study, and consequently methods are discussed explicitly and implicitly 
throughout the book. 

On the first score, man is presented in the light of feld and Gestalt psy- 
chology, Freudian insights, Katona, believes, are, though valuable, not essen- 
tial to the explanation of the economic behavior of groups. The mechanistic 
stimulus-response sequences of behaviorism are largely rejected. Man's ob- 
jectives and motives are complex functions of the innate and the acquired. 
The organization of his behavior takes place within the psychological “feld.” 
“The field encompasses people's views of the past, their perceptions of the 
present, and their attitude toward the future" (p. 174). A notable aspect of 
this conception would seem to be that varying degrees of certainty and un- 
certainty are part and parcel of it. It means that the economist "instead of 
relating the environment to economic processes" directly, must "study the 


932 ' THE AMERICAN ECONOMIC REVIEW 


relation of the perception of the environment, and of the perception of changes 
in the environment, to organized behavior" (p. 31). 

What this basic injunction implies is then illustrated by treatment of a 
number of important economic problems. For most of them—investment, 
business cycles, and (in a particularly interesting chapter) profits—lack of 
pertinent data limits the discussion primarily to analysis. Even so the subjects 
are for the most part enriched by the insights that Katona brings to them, 
at the same time that his talent for the homely*and concrete succeeds in 
making the discussions nicely illustrative of his general point. But in the 
section on consumption, especially on corsumer saving, important empirical 
. evidence is presented. The basic data were developed in extensive interviews 
of individual families done*under Katona's direction at the Michigan Survey 
Research Center. Of the likely factors that might influence saving, informa- 
tion was collected about a number of economic ones—income, past income, 
purchases of durable goods, and holdings of liquid assets. But tke theory also 
requires that perceptions and attitudes b» studied, and consequently “atti- 
tudinal" variables—such as expectations about general economic conditions 
and future income, prices and purchases—were also included. Though I hold 
with Katona that subjective attitudes must affect ecoriomic actions, the show- 
ing of the surveys on this score does seem disappointing. I experience some 
difficulty in evaluating the data because of the failure to present information 
separately for relatively narrow income groups. Nevertheless, it seems clear 
that compared to the dramatic influence of major purchases of durables on 
saving (Tables XXX and XXXI), expectations play a picayune role (Tables 
XX and XXIX). Is the difficulty one of definition or of failure to differ- 
entiate between weakly and strongly held expectations or between those based 
on the economic scene rather than the stage of the family life cycle? Cer- 
tainly these studies, like most good research, raise as many questions as they 
answer. 

Finally, the book has much to say, implicitly and explicitly, about method. 
For when actions are caused by a wide variety of both subjective and objective 
factors, which are nevertheless believed capable of measurement, the proper 
way to study them is bound to differ from that appropriate to a world mechan- 
istically conceived. For one thing, the complexity of relevant causation 
means that it is essential in economic analysis to proceed primarily from the 
particular to the general. Consequently, micro-economiüc studies assume criti- 
cal importance. More specifically, “economic-psychological surveys" are 
advocated and described in several important sections. But only with some 
qualifications can analysis proceed from the particular to the general. For in 
studying "the factors contributing to specific decisions made under certain 
conditions, instead of attempting to arrive at generally valid answers regarding 
the how and why of all business procedures, . . . analysis is in need of guiding 
lines and hypotheses" (p. 214). One source of such guides is economic theory; 
another is psychology. From the latter, Katona derives a guide of which he 
makes extensive use—the dichotomy between acts involving habitual behavior 
and those entailing true decisions. I must say I find this a most unfortunate 
choice, in which the basic fact that most acts involve important elements of 
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toth the habitual and the elective is lost. Corresponding distortion of eco- 
romics seems to result. Similarly unfortunate is the sharp juxtaposition of 
cecisions based on “sizing up" a situation and those based on “detailed calcu- 
lations niade on the basis of definite expectations, or of a range of probability 
Cistribution of expectations, or marginal calculus" (p. 249), which may con- 
stitute a projection into economics of the basic notion of Gestalt psychology. 
A similar cramping of economics may have resulted if the apparatus of the 
psychological field was responsible for turning the weight of attention from 
examination of how decisions to purchase (and then when to purchase) major 
consumer or producer goods evolve. Though Katona recognizes the importance 
cf such work, especially in the field of investmept, discussion actually does 
center on decisions or expectations as they exist at a particular time, however 
effected by visions of the past or future. 

'These are almost necessary weaknesses of first experiments with a difficult 
epproach. And they are themselves instructive: they urge the importance of 
borrowing from psychology only basic quite noncontroversial conceptions, 
leaving lesser or newer ones to be used only when their applicability in a 
particular context is subject to test. It should then be possible, by virtue of 
severe abstemiousness, to make the marriage oi psychology and economics 
one in which troth is pledged for better only. For better, certainly, is the 
utilization by economists of the skills of psychologists in framing and carrying 
‘cut studies and in eliciting outside cooperation when this is required. For 
better, most clearly, is Katona's basic notion, the implications of which he 
demonstrates so forcibly, that man's perceptions, attitudes and structuring of 
external reality are a prism through which the light of economic fact must 
pass before it activates response. This notion must deepen and broaden eco- 
nomic work wherever it penetrates. 
í Rura P. Mack 
National Bureau of Economic Research 


Uobjei de l'économie politique. By Henri GurrroN. With Observations of 
Léon Dupriez and Francesco Vito. Bilans de la Connaissance Écono- 
mique, Vol. IT. (Paris: Lib. Marcel Rivière et Cie. 1951: Pp. 200. 450 fr.) 


The amorphous philosophical discontent about the scope, róle and nature 
of political economy has not yet called forth much writing in the Anglo-Saxon 
countries. Elsewhere the situation is different, and this volume is an excellent 
zepresentation of what might loosely be called the economic viewpoint of a 
certain section of continental Europe. Most economists will find it difficult 
to unders:and many of the concepts in their application to political economy, 
2.g., Science morale. Much less will they sympathize with them. This should 
aot be enough to condemn the book, for the problems of ethics, morality, and 
-he ultimate ends of man have always occupied political economists even 
though they usually exclude this speculation from their economic writings. 

The title of this book has been rendered elsewhere as The Object of 
Political Economy. 'This is misleading. Since the French word "objet" is so 
rich in meaning it is only fair to the authors to note their connotation of 
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“subject matter" or, in German, "Gegenstand" or "Inhalt" The heart of the 
book is an interesting discussion of about one hundred pages, quite in line 
with the title, by Professor Guitton of the Faculty of Law of.the University 
of Dijon. 

After a brief introduction the first section is devoted to a rather critical 
review of various conceptions of political economy, dominated by what the 
author calls the image of the physical sciences. Writers in this vein, like Fisher, 
Nogaro, Pareto, Marshall and Weiser, are generally held to feel that political 
economy is like the other sciences, “amorcle, générale, indifférente." 

In the second section and conclusion, Guitton sketches his conception of the 
new and developing concepts in this field. Very briefly, the new science of eco- 
nomics will be one of the first “sciences supérieures" which will work out its _ 
own new techniques and become practically a new type of knowledge. His 
attempt is one of synthesis that will aid this development leading to a new 
human science of action. This is not held to be entirely in opposition to the 
older conception because writers often have expressions of both :deas in their 
works. It is maintained that perhaps our most urgent task is that of developing 
our science to be better adapted to the present and future. Unfortunately, 
despite the forcefulness of the plea for such a science, not much is said about 
how it could be achieved. 

Both Dupriez and Vito agree in the main with Guitton. Dupriez, professor 
at the University of Louvain, emphasizes three questions: the róle of ration- 
ality in economic activity, the value of certain analogies, and the normative 
character of economics. One of his conclusions suggests the viewpoint of the 
welfare economists—we must judge economic activity increasinzly from the 
point of view of the group rather than from that of the individual. He goes 
further than most of them when he speaks of "l'intervention politique.” 

Professor Vito, of the Catholic University of the Sacred Heert of Milan, 
continues the discussion of rationality in economics but in the unusual way 
of attempting to define what irrational activity might be. He concludes by 
stating that there are already signs of a transition from “nzutralité”’ to 
“humanisme.” 

The annotated bibliography, a feature of the series, has been expanded in 
this volume to include articles. This secticn of more than one hundred items 
is alone enough to make the book valuable. It includes works in at least five 
languages representing all important schools of thought. 

Professor Guitton has achieved his goal of a synthesis, The stccess of this 
achievement can be evaluated only in terms of the value system cf the reader. 
Even those who do not share the opinions of the author will fmd the book 
provocative. | 

7 PETER R, SENN 
Wright Junior College, Chicago, Illinois 


Die Konkurrenz und ihre Fehlentwichlungen, Untersuchungen über die 
Störungen der Marktwirtschaft. By BURKHARDT RÓPER. (Berlin: Duncker 
& Humblot. 1952. Pp. 243. DM 14.60.) 


This monograph by Róper, a younger member of the faculty of the Univer- 
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sity of Hamburg, concerns itself with the competitive market.economy anc 
its maldevelopments. The exposition is simple, nonmathematical, consciously 
avoiding much modern refinement, though aware and appreciative of basic 
modern literature. Monopoly and oligopoly, into which competition shades, 
are presented in the traditional manner and “dynamized” only by considering 
long-run population increase and long-run increase in satisfaction of wants 
through technological progress. Monetary and cyclical changes as well as 
problems of government intervention are excluded. : 

The author starts leisurely in the German manner to investigate “D 
Wesen der Konkurrenz" discussing similarities and dissimilarities of competi- 
tion and foot races, tracing the origin of the simile dutifully to Cicero who ir 
turn has ascribed it to the Stoic Crysippos. The author ponders whether a 
comparison with horse races may not be preferable as they depend not only 
on the skill of the jockey but also on the financial ability to buy the right 
horse. Pure and perfect competition are defined in the customary manner and 
the static welfare maximum under competition using the Lerner criteria is 
shown. A rather general discussion about the relation between model and 
reality follows. 

Maldevelopments—the main topic—are defined as endogenous economic de- 
velopments which, in a competitive economy with growing population and 
increasing level-of-want satisfaction, interfere over the long run with the 
optimum satisfaction of individuals and hence with aggregate welfare. 
Enumerated and briefly discussed are: excessive price rigidity, excéssive price 
flexibility, delayed cyclical price reaction (cobweb theorem), anomalous price 
reactions (backwards sloping supply curves); then, loose relations between 
price and cost, divergence between private and social revenues and costs 
(external economies and diseconomies), peculiarities of factor supply; finally, 
structural over- and underdevelopment on the fringes of the public sector and 
the problems of depletable natural resources and enterprises too small to em- 
ploy one person fully are discussed. This is followed by some rather incon- 
clusive remarks on income distribution, high distributive cost, and adver- 
tising. The concept of ruinous competition, on which the Reichsgericht based 
its appraisal of fairness of cartels over fifty years ago, is justly criticized. 

A “tealistic” (wirklichkeitsnahe). and “dynamic” theory of monopoly and 
‘oligopoly is attempted as best fitted to a reality shading from competition 
into the other market forms. Only the sellers’ side is examined, though even 
moderate realism ought to pay attention to bilateral monopoly and its kin. 
: Essentially, changes in cost and demand over time in regard to profit 
maximization are considered, though the familiar phenomenon of charging 
less than the full monopoly price for fear of government or intrusion of new- 
comers is also treated. “Competitive Monopoly,” that is, monopoly which 
continuously lowers its prices and cost, though not necessarily total profit, 
is suggested as the prevalent type of industrial monopoly. The phenomenon 
is due largely to long-range competition from substitutes and long-range fear 
of newcomers. In the area of oligopoly the prevalence of compromise, not 
hostility, between sellers is suggested as most likely. Kinked demand curves 
are used to show the consequences of group discipline. 
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The author undertakes to analyze long-range changes through a three 
dimensional graphic presentation. It uses conventional money and quantity 
axes, and time as a third axis so as to give in depth the changes of demand 
and cost curves over time. This method of graphic presentation only ac- 
centuates, it seems to me, a fundamental weakness of the author’s well- 
intentioned attempt to achieve realism by introducing changes over time. 
The traditional Marshallian curves do not refer to periods of real time but 
to partial abstractions from reality in regard to time periods under considera- 
tion by the seller. By setting up families of traditional marginal and average 
cost curves for different time points, not much is achieved. In the sellers’ and 
buyers’ minds, momentary short-run and long-run considerations and ex- 
pectations are present in sonfe undefinable mixture at any moment of time. 
This makes it impossible to add up, so to speak, simple graphs, in order to 
achieve greater realism. 

'The book is an attempt to grapple in a reasoned though hardly original way 
with competition in relation to the social order (welfare). Many relevant 
issues are surveyed. Consideration of the concept and requisites of workable 
competition would have put the discussion on firmer ground; J. M. Clark's 
classic article is quoted but not adequately considered. It must be surmised 
nevertheless that the book will be of value to the German reader, though it 
discusses matters quite familiar in this country. In the present state of the 
doctrine it should not be held against the author that he has not applied the 
refinements of modern Anglo-American welfare economics. The time-honored 
practice of developing ad hoc criteria arising from policy suggestions by 
students of concrete problems—has been recently recommended also by an 
experienced and representative practitioner of modern welfare doctrine (see 
M. W. Reder in B. F. Haley, ed., A Survey of Contemporary Economics, Vol. 
II, p. 36). 

WALTER FROEHLICH 

Marquette University 


A Review of Economic Doctrines 1870-1929. By T. W. Hutcuison. (Oxford: 
Oxford University Press. 1953. Pp. xiv, 456. $6.00.) 


Mr. Hutchison's present work is indeed a review and not an exhaustive 
treatise. In one volume of 430 pages of text he deals with the contributions 
to economic science of approximately eighty persons, whose works account 
for the evolution that took place in economics during this sixty-year period. 
In most cases the contributions in question are discussed at sufficient length 
and penetration to convey a clear idea of the essence of their doctrines as well 
as a perspective on the impact of the latter on the growing corpus of economic 
knowledge. Yet the work of some writers who become important toward the 
end of the period—for instance Davenport, Pigou, J. M. Keynes, Bowley, 
Mitchell, and J. M. Clark—receives very hasty analysis and sometimes only 
passing mention. This raises a question as to the wisdom of dealing with so 
many economists in one volume. What the Review gains in scope and in 
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ability to exhibit the rich variety of doctrinal efflorescence that deed has in 
some cases been obtained at a sacrifice of desirable intensity of treatment. Yet 
. this may be of minor importance because he refers repeatedly to more extended ` 
analyses of most of the economists he mentions, which are now available in 
the doctrinal and biographical works and essays of such writers as Schumpeter, 
Keynes, Hayek, Homan, Viner, Marget, and others. ? 

Hutchison’s Review stands out from other works dealing with the same 
period in three respects:, (i) a certain novelty of expository arrangement, (ii) . 
the attention given, despite space limitations, to several neglected writers of 
surprising originality, and (iii) the excellence of its “synoptic” text-sections, 
which yield perspective on the main trends of doctrinal development and on 
the relations between the several schools of thought of this period. 

The Review is divided into three parts. Part I, “The Architects of Equi- 
librium Economics and Their Main Critics,” is arranged by individual econo- 
mists and schools; it occupies about two-thirds of the volume. Here Jevons, 
Sidgwick, Marshall, Wicksteed, Edgeworth, Hobson, Menger, Wieser, Böhm- 
Bawerk, Walras, and Pareto receive a chapter apiece. Mangoldt, Schmoller, 
Wicksell, Cassel, J. B. Clark, Veblen, Newcomb, and Fisher get about half a 
chapter each, and smaller sections aré devoted to Roscher, Knies, Launhardt, 
Auspitz, Lieben, and Schumpeter. Both Part II, “From ‘Static’ to ‘Dynamic’ 
Analysis," and Part IIT, “The Economics of Instability and Disturbance” are 
arranged by topics. Part II records the exegesis Marshallian and Walrasian 
equilibrium economics underwent in the course of critical scrutiny. The 
separate chapters are on welfare economics; micro-economics; profits and 
uncertainty; and interest, money, and macro-economics. Part III has chapters 
on “Crises an Cycles: before 1900,” “Crises and Cycles: from 1900,” and 
“Economists and the Problem of Unemployment in Great Britain, 1885-1929,” 
Parts II and III unavoidably overlap somewhat with Part I because some 
of the ideas of writers dealt with in Part I are here repeated in summary form 
and placed in juxtaposition with theories of many additional writers on the 
topics in question. However, students may find this partial repetition help- 
ful ` 

Reserving comment on Part I for the moment, this reviewer finds that Parts. 
II and III go cver ground that should or will be familiar to students after ex- 
posure to chapters on similar subjects in such sources as Stigler's Production. 
and Distribution Theories, the American Economic Association volumes Sur- 
vey of Contemporary Economics, Hansen's Monetary Theory and Fiscal 
Policy, his Business Cycles and National Income, etc. The advantages of 
Hutchison’s treatment compared with those of the foregoing sources are its 
greater compactness and the fact that he surveys the work of more writers 
in tracing each of his topics Dace to J. S. Mill or beyond and forward into . 
-the early 1930's. 

In Part I, Hutchison's treatment of his British forebears is generally well 
balanced and interesting. His discussion of Marshall’s work on money, how- 
ever, leaves something to be desired because it is not clearly linked up with 
subsequent monetary theory, almost as if Marshall's efforts in this realm 
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exerted little or no influence on his contemporaries and students. To be sure, 
in the proper places it is shown that Pigou, Robertson, Keynes, and Hawtrey, 
ete., were nurtured on Marshallian notions about money. But in the case of 
Keynes and his Treatise on Money, it is also shown—and something similar is 
implied in the other cases—that he had to break through Marshall’s pre- 
occupation with currency reform and turn to Wicksell and others to come to 
' grips with monetary theory proper. This raises the question whether any out- 
' standing economist carried on more directly in Marshall’s footsteps, Of course, 
at least one did, namely Irving Fisher, who acknowledged that his “com- 
pensated dollar" proposal for stabilizing prices was an ou:growth of 
Marshallian ideas by saying that: “the proposal which is here tentatively 
Suggested . . . involves a combination of the tabular standard with the princi- 
ples of the gold standard” (The Purchasing Power of Money, 1922 ed., p. 
337). Yet Hutchison ignores this and leaves the reader with the impression. 
‘(pp.-270; 274; 334-35) that Fisher’s monetary work derived from the treatise . 
on “The Societary Circulation” in Newcomb’s Principles. To be sure there was 
a strong link ‘between: Fisher and Newcomb in the analysis of tae quantity 
theory and in their equations of exchange, but the reviewer submits that there . 
was probably as close a doctrinal link between Fisher and Marshall in matters 
of monetary policy and reform. 

^ Hutchison’s chapters on the Austrians are excellent and comparable with 
his adept treatment of the British. His fine performance on two schools of such 
different. orientation especially towards economic policy leads on2 to expect 
him to explain this difference and to trace it back to its docirinal origins in 
Menger’s elaborate conception of “the nature of goods” as distinct from that 
of “claims.” Apart from contrasting the value theories of Jevons and Menger, 
this problem is largely ignored. One can only suggest here that Menger’s 
“goods”-doctrine, which tended to exclude “claims” from economic analysis, 
was adopted by Bóhm-Bawerk, and was later carried over from Austrian 
capital theory to monetary and fiscal analysis. where it hampered progress 
by basing the latter on barter-economy postulates. 

Hutchison’s characterization of Wicksell’s capital heo aigal a 
reconstruction of that of Böhm-Bawerk—as “. . . ingenuity . . . largely 
wasted ... [on] a blind alley” (p. 234), will not be taken seriously by those 
who have familiarized themselves with Wicksell’s own, final capital-structure 
concept (cf. Lectures-I, pp. 151-65; 202-06, and Appendix 2; and also Lin- 
dahl’s Studies in the Theory of Money end Capital, Part TIT, which supple- 
merits Wicksell’s work). Moreover, contrary to Hutchison’s impression (p. 
234), Wicksell abandoned his vulnerable investment-period- quantification of 
capital for his viable structure concept, and in 1919 he also retracted his 
earlier objections to Walras’ formulation of capital theory (cf. Lectures-I, 
Appendix 1, pp. 236-37 and 226-27 in the order given here). 

On the other-hand, one can not complain about Mr. Hutchison’s competent 
discussion of Wicksell’s monetary theory, although one might wish that more 
of it had been centered on the later analysis in Lectures-II than on that of 
Interest and. Prices. : ; 
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A real virtue of Hutchison’s Review is that it brings out the contributions 
of several economists whose works rarely receive mention, to say nothing of 
the attention they apparently deserve, in standard texts on economic doc- 
trines. As if to make up for this neglect, the author has devoted many hard- 
to-spare pages to such neglected German and Austrian writers as Mangoldt, 
Schaffle, Launhardt, Auspitz, and Lieben; to Americans such as Newcomb, 
Hawley, Crocker, and Johannsen, and to Englishmen such as Sidgwick and ~ 
Foxwell. . ' 

It will probably surprise most readers, as it did the reviewer, to find, šor 
instance, that Mangoldt in the 1860s, when the German historical school was 
dominant, was a theorist of major caliber with a value theory reminiscent of 
Marshall’s and a monetary analysis foreshadowing that of Wicksell; that 
Johannsen in 1903 anticipated some of Keynes’ work both in Treatise and in 
General Theory with his astute analysis of the impact of saving on income 
and employment and with his multiplier principle; that, in the 1870's and 
1880's, Scháfile, Sidgwick, and Foxwell alike were groping for definite criteria 
for economic policies for steering a “middle course” to higher levels of gen- 
eral welfere by mitigating and removing the evils of unrestricted competition 
and stemming the greatly feared tide of socialism. 

The Review opens with a chapter on “political Economy in England After 
1870” which describes the condition of orthodox economics on the occasion of 
the centenary of The Wealth of Nations. Few accounts of the culmination 
and decline of the classical school are more lucid than this. Similar, shorter 
accounts describe the state of economic thought around 1870 in Germany and 
Austria, in France, and in the United States. 

We do not wish to bring this review to a close without paying tribute to 
Hutchison as a most scholarly and competent guide to the economics of 
1870-1929. His writing, amply documented for the benefit of serious students, 
shows clearly that he has read and reflected at length on the original works of 
the many writers he reviews, as well as on the pertinent commentary litera- 
ture that has sprung up around them through the years. This fully justifies 
the confidence most readers will place in his judgment when his discussion 
takes them into unfamiliar territory. His Review merits wide and serious 
reading mainly as an outstanding treatise, not merely “another text.” 

Cart G. UHR 

San Francisco, California 


A History of Economic Thought. By JogN Frep BELL. (New York: Ronald 
Press. 1953. Pp. x, 696. $6.50.) 

Professor Bell’s work begins with the recognition that “there is a definite 
need for a volume that provides a unified approach, a manageable organization, 
and breadth of coverage so that the diverse materials in the history of eco- 
nomic thought may be more easily summarized and integrated” (p. v). In 
keeping with these objectives, the reader is presented with a volume of un- 
usually broad scope; one notes in particular the completeness of the discus- 
sions of the cameralists, the minor American economists of the nineteenth 
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century, and the nationalists, romantics, and optimists. Unfortunately, the 
further pursuit of his goals is crippled by the author’s reluctance to arrive at 
systematic generalizations—a reluctance traceable to his feeling that “it is a 
dangerous and somewhat unprofitable pastime to attempt to classify econo- 
mists or place them in ‘schools’ ” (p. 658). As a consequence, breadth of cov- 
erage is frequently associated with’ tedious and diffuse treatment, while a 
meticulous scholarship spends itself in tracing minutiae such as the pedigree 
of the’ phrase laissez faire, or the literary history of Quesnay’s Tableau. 

In its organization the work follows the conventional chronological plan, 
beginning with the Bible, the Greeks and Romans, and medieval thought. The 
emergence of modern economics is found in the mercantilists, the cameralists, 
and the physiocrats. The rgajor portion cf the volume is then divided into 
parts dealing with classical economics, the critics of classical economics, mar- 
ginal utility economics, economics in the United States, and concludes with a. 
discussion of “Main Currents of Economic Thought in the Twentieth Cen- 
tury.” The central focus around which the evolution of thought is built con- 
sists of a thorough treatment of Marshall’s Principles, from which stems much 
of the author's position as to the nature and róle of economics. Yet even here 
one could ask for a more complete recognition of the limitations of Marshall, 
especially in the light of recent developments in both aggregative and dynamic 
economics. Closely related is the social outlook that colors much oi the book. 
Bell asserts that, while capitalism is wasteful, and is characterized.by periods 
of unemployment, "regrettable as this is, it seems preferable to complete sur- 
render to government . . ." (p. 662). This seems a rather overdrawn picture 
of the alternatives to place before the student. 

From a pedagogical standpoint the book, in spite of its encyclopedic char- 
acter, suffers both from the author's cramped style and the diffuseness of 
treatment to which his method condemns him. Furthermore, one must note a 
prevalence of doubtful interpretations and statements of fact, both in the 
tracing of ideas and in their historical setting. We are informed, for example, 
that by the last quarter of the eighteenth century "the corporation as a form 
of doing business . . . was firmly established" (p. 149). The meaning and sig- 
nificance of classical economics is blurred by the author's view that “the eco- 
nomics of Adam Smith and the classical group was largely objective or 
_exchange economics of the market place” (p. 9). On this basis he contrasts 
the classicists, assumed to be interested primarily in price, with the margin- 
alists, who instead are concerned with value as such. This misconception of the 
rôle of value in classical economics is broadened into the time-worn compari- 
son of the labor-command and embodied-labor theories of value in the works 

` of Smith, Ricardo, and Malthus, with no clear reference to the contexts in 
which the theories are used and without which the distinction cannot be 
illuminated for the student. Marx is dismissed as having “added little or 
nothing to the broad development of economic thought” (p. 656); presum- 
ably the concern of Joan Robinson, Domar and others with Marx is misplaced. 
In his discussion of Keynes, Bell becomes involved in a confusion as to the 
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nature of technical “macro-economics,” which he ñrst relegates to the abstract 
status of “a sort of general equilibrium concept,” yet almost in the same 
breath accuses of regarding laissez faire as “a completely untrustworthy phi- 
losophy” (p. 601). More specifically, “those who went overboard in embrac- 
ing Keynesian doctrines without qualifications” are charitably invited “to 
return to the fold of price theorists’ (p. 658). One wonders how many 
would be surprised to find that they had ever left the “fold.” Certainly 
Keynes himself did not tegard the General Theory as a replacement for 
price theory. 
ROBERT CAMPBELL. 

The University of Oregon A 

Fundomertals of Political Economy. By DEAN A. WORCESTER, Jr. (New 
York: Ronald Press. 1953. Pp. xv, 594. $4.50.) 

Professor Worcester has written an introductory text for a one-semester 
course in economics that stresses problems and policy. Believing that “more 
economics can be absorbed in an introductory course if it begins with what 
the students already know and are interested in and then works toward un- 
familiar and, therefore, unappreciated areas" (p. iii), he has tried to save the 
unwary student from the pitfalls of rigorous analysis. 

The book is divided into five parts. Part I establishes the functions that any 
economy must discharge and examines them briefly in the context of (1) a 
centrally administered economy and (2) a market economy. Part II considers 
the problem of efficient production and contains chapters dealing with the 
measurement and distribution of income, the effects of government and 
trade unions on the creation of income, and the utilization of natural re- 
sources. Part ITI is concerned with the problem of stable prices and full em- 
ployment. Here the author treats international trade, money and banking, 
fiscal policy, and the business cycle. Part IV is devoted to industrial organiza- 
tion, monopoly, and governmental regulation of business and labor. In Part V 
the text is, concluded with a discussion of progress in terms of population 
changes and the quest for security. 

Students who read this text will brush up against numerous vital and chal- , 
lenging issues: the threat of central planning to democratic values, the com- 
parative merits of private and public health insurance schemes, the problem of 
price and profit control, the adequacy of governmental policy with respect to 
the maintenance of full employment, the effect of large-scale industry on the 
enterprise system, to name but a few. This reviewer has little doubt that the 
text will quicken the interest of students in these and similar issues, but he is 
not quite so sure that they will have acquired a sound basis for understanding 
them. The author has deliberately eschewed a systematic analysis which might 
have, been used to probe the problems he raises. Instead he has chosen to 
introduce theoretical concepts when he has felt that “what the students al- 
ready know" is inadequate. Thus in the chapter on Functional Income Distri- 
bution, Worcester has felt constrained to introduce the marginal productivity 
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theory of wages. The theory is illustrated by a neat and simple numerical ex- 
ample, but the blow is still a heavy one. The students have not been prepared 
in the previous chapters by an explicit treatment of marginalism. Again, in the 
chapter on Fiscal Policy and Business Activity he has found it appropriate to ` 
develop income analysis briefly—the equation of exchange which previcusly 
he had been relying upon apparently being inadequate for the issues at point. . 
But in this brief treatment he explains the equilibrium level of income in 
terms of the equality of planned savings and plannéd investment, which neces- 
sarily involves him in an explanation of the discrepancies in savings and in- 
vestment, ex post and ex ante. These concepts are not objectionable—the point 
is that the student comes upon this obstacle without warning and without 
having been conditioned tb surmount it. ` 
Not only does the piecemeal introducticn of theory make it dificult for the 
student to grasp theory when he does encounter it in the text, but it some- 
times leads the author to discuss problems for which there has been inade- 
. quate preparation. For example, this reviewer doubts whether the following 
statement about monopoly will have much meaning to the student who is not 
acquainted with price theory: “They find monopolies directing resources from 
more valuable uses into less important uses and holding them. there, thus 
frustrating many consumer wants and making the economic system less flex- 
ible and adaptable to changing conditions” (p. 487). Later, in a discussion of 
the agricultural problem the author refers to the demand for food as being 
` inelastic (p. 546), but there-has been no previous discussion of price or income 
elasticity. 

"The great virtue of the text is that it is interesting. This i is no mean achieve- 
ment in a day when the typical text has remarkable powers of inducing sleep. 
Throughout the book Worcester has carried over the theme of Part I and has 
compared some of the organizational features of the American economy with 
socialist economic organization. Although this sometimes establishes in the 
reader's mind an unreal dichotomy between American capitalism and other 
forms of economic organization, it imparts to the book a freshness of outlook _ 
that is most welcome. 

Instructors may well find that i in the classroom they have to use considerable 
economic analysis, both price and income, to explain the issues raised in the 
text. It is to be hoped that in any future revision Worcester will develop a sys- 
tematic analytical foundation that is suitable for the beginning student. His 
objectives are excellent. He deplores the tendency of introductory courses to 
ape the graduate theory sequence. Economists would be grateful if Worcester - 
would solve the continuing and apparently ineluctable problem of the prin- 
ciples course—how to present systematic economic analysis to the student 
without driving him in despair to the histcry department. 

Karr DE ScHWELNITZ, JR. 
Northwestern University x 
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Economic History; National Economies; Economic Development 


Economic Aspects of the Second Bank of the United States; By WALTER 
BUCKINGHAM SMITH. (Cambridge: -Harvard University Press. 1953. Pp. 
314. $5.00.) 


Here is a good study, in which the author may take satisfaction; for which 
the Committee on Research in Economic History, to the extent of its aid, is 
to be thanked; and from which readers will get pleasure and profit. Since Cat- 
terall wrote fifty years ago, and Dewey more than forty, additional weathering 
has raised the grain, as it were, of the twenties and ’thirties of the last century. 
At least Professor Smith by his diligent and fgr-flung inquiries has restored 
` the doings of the Second Bank, and what was done to it, in the whole of its 
life—irom injudicious beginning to stern rescue, serviceable performance, po- 
litical demolition, and brief, unhappy- reincarnation under Pennsylvania aus- 
pices. Careful, competent scrutiny has done more than restore the texture of 
the times, for the fact is that only in the retrospect of more than a century do 
we discover the meaning of a scene which was confused to the impassioned 
participants. 

We knew the politics of the Bank and of its assailants; we had much of 
the administrative modes and motives of the institution as contrasted with the 
ignorance and prejudice of its enemies in states dnd in national capital. The 
present author, in re-examining these, has set them against the background of 
American and international economic developments to give us three dimen- 
sions instead of two. Full particulars are furnished along with a talent for 
summary and a praiseworthy temerity in offering conclusions, It is extraor- 
dinary how many times this history supplies comment on subsequent eco- 
nomic znd political happenings in our country. The early ’thirties of the last 
century were a “new era" much like the ‘twenties of our own memory. Biddle 
and his brethren, to their critics, were conspirators under foreign domination, 
though not precisely i in the fashion alleged against achitesta of New Deal and 
Fair Deal. 

After the Revolution, putting aside the interval of the Confederation, na- 
tional authority was indispensable. Its uses were questioned, to be sure, but for 
a decade and more the ends justified the means. Even the Jeffersonians prac- 
ticed a hold-over Federalism which they could not preach. But by the period 
of the gentry with whom Smith deals, national power was invoked without 
discernment. Public virtue, to Jackson and his partisans, must take the form 
of public violence. Nor were their opponents in the Bank free of this disabil- 
ity. A beneficial blend of individual advantage with national interest was 
beyond the Democracy of that day. The Treasury was custodial, not creative. 
Biddle was economically adept, politically unskilliul; Jackson was the reverse. 
The best to be expected was a counterpoise, not a cooperation, of forces, The 
country extended itself too far and too fast for self-discipline to keep pace. 
The economy broke down in 1837 and the Constitution was not long behind it. 

This book is more than the story of the Second Bank of the United States. 
It lifts the curtain on the rehearsal for the. Civil War. Not that the, author 
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‘anticipates. The reader has to do that for himself, which makes the work, in 
its connotations, a valuable aid to understarding American history. 
l Broapus MITCHELL 
Rutgers University 
Economic History of Modern Europe. By HziNRICH E. FRIEDLAENDER and . 
Jacos Osrr. (New York: Prentice-Hall. 1953. Pp. xxiv, 611. $6.00.) 


Economic History of Modern Europe attempts to present the development 
of Europe's present-day economic system by surveying the progress made in 
selected countries, England receives by far the greatest amount o? aitention, ` 
followed by France and Gergnany. The authors have realized ftll well the 
impossibility of presenting a detailed study of the economic developments in ` 
all European countries in a volume designed to be used in a one-semester 
course. It is for that reason that they limit, for the most part, their study to 
the major western European countries. 

The development of Russia receives far too little attention, at least to the 
mind of the reviewer. Although some major developments in Russia are con- 
sidered, there is no detailed discussion of the development of this area of 
Europe. For example, the first five-year plan is no more than surveyed. The 
remaining Russian five-year plans are not considered, although they certainly 
portray the changing pattern of Russian development. The turning of Russia 
to the East and the industrialization of that area is not considered. True, the 
authors seek to emphasize the western areas, but they have not touched the 
changed direction and pattern of Russion growth which.have caused many 
changes in the pattern of western development. 

In tracing the development of the economy of Europe the study stresses the 
growth of the capitalistic system, The first section deals with the development 
of capitalism before 1870; the second, with “a period of mature capitalism 
that spanned the years 1870-1914" (p. viii); the years after 1914 have been 
divided according to the two World Wars with the divisions mace because 
“We feel that ‘before 1914’ and ‘after 1919’ and ‘before 1939" and ‘after 
1939” are major historical dividing lines like ‘before and after the deluge’ " 
(p. viii). The treatment of the several divisions is about equal in length ex- 
cept for. the fourth division covering the period from 1939 to the present. 
This very important section is allocated only some 60 pages. Some advertising 
of this text has emphasized the case studies of the Marshall and Schuman 
Plans, yet these plans are only briefly covered with some four pages devoted 
to each. Again, much has been said about the inclusion of some 130 bio- 
graphical vignettes on inventors, leaders of industry, and others who have 
influenced economic development in nations. Some of the sketches are note- 
worthy; but it is difficult to establish a justification for all, especially when 
there is so much important material that needs to be covered in a text dealing 
with European economic development. 

Realizing the difficulty of presenting the economic as separate from the 
political, the authors have tried to interconnect the two by including a sum-: 
mary of the important political happenings in the beginning chapte- for each 
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section. These summaries aid those with some background of political history 
but seem only to leave others with a very hazy picture of political activity 
during the period in question. - 

All major divisions of the economic development of nations are studied, 
with the emphasis upon agriculture, industry, commerce, transportation and 
communication, money and banking, and labor organization. These same 
topics are treated in each chronological division. The development is bv coun- 
tries with the major countries receiving the greatest attention, Where one or 
more of the smaller countries contributed or advanced a new concept, then 
that concept is developed. The smaller countries are not included in the main 
theme oi the study but woven in to complete the picture. 

Although the chronological periods are slightly different from those usually 
found in texts of this nature, the material is, of course, much the same. The 
authors have relied quite heavily upon secondary sources and have con- 
tributed little that is original to the study of the economic history of Europe. 
A biblicgraphy is included at the end of each chapter. 

For those desiring a survey text on European economic history with some 
backgrcund political material included, this text may be the answer. It seems 
best suited to the sophomore level with the instructor supplementing the text 
material. 

Joan W. CuisHoitm 


" 


Louisiana State University 


Tke Origins and Development of the American Economy. By E. A. J. JOHNSON 
and H. E. Krooss. (New York: Prentice Hall. 1953. Pp. x, 420. $3.75.) 
This is an extension of Professor Johnson's Some Origins of the Modern 
Economic World (1936). Readers of the earlier work will find it reappearing 
largely unchanged as Part I of the present work (reviewed in September 1936 
by N. S. B. Gras for this Review, XXVI, 511). 

Major interest now is with Part II, The Development of the American 
Economy, which Professor Krooss has added. This part, roughly the final two- 
thirds of the book, tells of “the great, benevolent potential of the American 
economic system” and of how it happened that the American people “have a 
higher standard of living than that of any other nation.” The publishers offer 
the bcok in its present form with the hope that it may prove useful as a sup- 
plemeatary text in introductory economics courses. Johnson's earlier work has 
already demonstrated its usefulness as a simple, clear exposition oi the way 
in which the modern economic world came to be. His method is clearly his- 
torical. Kroos considers in greater detail the American phase of this broader 
development. His method is professedly historical, though the historian might 
prefer to call it statistical. 

Certainly statistical data are present in great profusion—data on national 
income, per capita income, manufacturing profits from 1817 to 1826, the char- 
acter of corporation investment in 1950, real wages and money wages 1929- 
1950, the changing composition of the labor force from 1890-1929, relative 
farm prices 1860-1950, etc. A complete list would be half as long as the book. 
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Instructors and some students will find this information useful. However, 

Krooss may have overestimated the beginning student's tolerance for statistics. 
On the other hand, the data offered on soine specific matters is sometimes 

. 50 meager that it may leave the economist, the historian, and evan an occa- 
sional student wondering just how conclusions in these matters ere reached. 
In part this is due to the almost complete lack of documentation. In greater 
part it is due to an occasional lack of internal coherence. For instance, his gen- — 
eralization that real wages increased 70 per cent*from 1929 to 1950 can 
hardly be derived from the accompanying figures on weekly and hourly money 
earnings even when the former, re-expressed in terms of a 1951 dollar, are 
seen to rise from $50 to $65 and the latter from $1.14 to $1.60 (p. 236). One 
wonders too what kind of dollars are involved in his $180 billicn national 
income for 1950 and whether a per capita increase in income from $612 in the 
period 1919-1928 to $1,200 in 1950 is an accurate measure of "improvement in 
living standards" (p. 167). Possibly the most misleading use of statistics ap- 
pears in his discussion of the difficulty in using machinery efüciently on the 
family-size farm. This, he hints strongly, has led to an enlargement of farm 
size until in 1945 some 2 per cent of farms included 40 per cent of all farm 
land (p. 267). He does not mention, and the student can hardly be expected 
to know, that 83.2 per cent of the land in these large farms was in pasture 
(Agriculture Census, 1945, II, p. 62) and hardly involved the use of any 
more machinery than a jeep, a fence, and a block of salt. 

These deficiencies are perhaps inevitable in a book which at:empts to 
measure so much in so little space. There is much here of value, particularly 
his data on financial institutions, the expansion of government influence, and : 

. the economics of America’s wars. 
Lrovp R. SORENSON 

University of Oregon - 


Report on Financial and Physical Problems of Development in the Gold 
- Coast. By DUDLEY SgERs and C. R. Ross. (Accra, Gold Coast: Office 

. of the Government Statistician. 1952. Pp. iii, 172 + 63. 5 s.) 

This publication is the result of an investigation of building activity in the 
Gold Coast economy conducted by the authors in the summer of 1951. The 
report was prepared at the request of, and is addressed to, the Gold Coast 
government; and though bearing considerable interest for other readers, it 
should be read with this fact in mind. 

The authors are anxious to stress the point. that the building industry 
(which is of importance chiefly because of the predominant róle it plays in the 
Gold Coast development plan) can only be adequately understood by first 
appreciating the place of the industry as one of many interdependent ele- . 
ments within that economy. They therefore begin with a discussion of the 
economy as a whole, proceed to the problems encountered by a deve.opment 
program, and only then occupy themselves with the characteristics and prob- 
lems of the building industry itself. 

There are two characteristics of the Gold Coast economy which are re- 
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garded as of particular significance. The first is the importance of a single ex- 
port crop, cocoa; produced largely by relatively small native farmers, this one 
item provides from 30 to 40 per cent of the total output of the economy and 
about three-fourths of all exports. The second feature is the fact that the 
country finds itself in the almost unique position of having foreign exchange 
(pounds sterling) available to buy more goods than can be physically brought 
into the country; and this situation is likely to continue for several more 
years at least. The bottleneck is that existing port and transport facilities are 
not capable of handling increased supplies. In addition, some capital goods 
- either cannot be purchased at all in the sterling market or can only be ob- 
tained after prolonged waiting periods due to the competing requirements of 
the Western defense program. ; 

With these facts as a background, there are excellent discussions of the 
existing commercial organization, of the currency system, of agricultural ac- 
tivity and its responses to changes in price, of the organization of the building 
industry, of attitudes toward work in the nonagricultural sectors, and other 
items. The book provides a very informative picture of a backward economy 
and of the strains and bottlenecks encountered within it upon the initiation 
of a program of economic advance. The findings, it may be noted, are not 
always what one is led to expect by more abstract economic theorizing. For 
` example, though labor is “cheap,” “as a rough general rule mechanization jus- 
tified in England is justified in the Gold Coast” (p. 103). This is so because 
though labor is cheap per day it is expensive per unit of output due to the 
actual social and economic environment within which it is employed. 

Although the report is noteworthy for the realistic manner in which it deals 
with the Gold Coast economy, in other respects the results are less happy. 'The 
analysis is distressingly oversimplified at points; shortages pointed out in one 
section are on occasion forgotten in seeking solutions to problems subse- 
quently discussed; and there is considerable repetition of a few central points. 
A particularly annoying example of this last is that, though the lack of 
sufficient port facilities is pointed out again and again, there is nowhere a 
discussion of the possibilities which may exist of alleviating this restraint. 

In addition to the body of the report, five appendices are included. These 
are concerned with the construction and use of a set of national accounts for 
the Gold Coast economy, a study of building costs, and a discussion of various 
statistical data which should be collected. 

i CHARLES ROLLINS 
Stanford University : 


Statistics and Econometrics 


A Textbook of Econometrics. By LAWRENCE R. KLEI. (Evanston and White 
Plains, N.V.: Row, Peterson and Co. 1953. Pp. ix, 355. $4.50.) 
There appears to have been a brisk unsatisfied demand for a textbook that 
could teach econometrics to, say, seniors and first-year graduate students. 
There is a well-known inverse Say’s Law of publishing, according to which 
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demand creates its own supply. With a degree of confidence rere in other 
branches of economic forecasting one could predict that this situation would 
result in the appearance of several textbooks in this relatively new field. And 
so it has. To my mind this is easily the best of the lot. It is lucid, teachable 
(with the right instructor and the right class), covers a lot without trying to 
cover everything, and, as befits a text in econometrics, tries to pay attention to 
both the economic and the statistical sides of whatever it is talking about. I 

think it will corner the market, and deservedly. 7 : 

The instructor in a course labeled Econometrics faces a major- problem 
before he starts: what shall he assume the students already know? Of course, 
it doesn’t really matter what he assumes; it will turn out in the end that they 
are completely innocent of nfathematics, and have a statistical training which 
has stressed the deeper advantages and disadvantages of the harmonic mean; 
some of the students may even be there by mistake, under the impression that 
econometrics is a novel form of psychotherapy. Klein takes for granted that 
his students have been through the standard two-year calculus sequence. 
They are supposed to know about derivatives and integrals. On the other 
hand they are not supposed to know about probability, statistics, metrices and 
determinants. But all four of these notions come up again and again in the 
course of the book. Klein believes he has covered himself by including as 
Chapter 2, in some 40 pages, a brief summery of probability and statistical 
inference, and as an Appendix another 20 pages on the elementary orcperties . 
of matrices and determinants. I fully sympathize with the intent af this de- 
vice, but I frankly don't think it stands a chance of success. In the first place, - 
his hasty attempt to skim here and dip there leads Klein into casual mistakes; 
he states on page 51 that the sample mean always consistently estimates the 
population mean, on page 57 that all tests of hypotheses are unbiased, and 
on page 61 that all zero-sum, two-person games are determined. But what is . 
much more important, the plain fact is that probability, statistics, and linear 
algebra are deep and important fields of knowledge. The only way to learn 
and use their results is to study them seriously. It is idle to believe *hat any- 
one who has not done this can understand and appreciate the material in 
the rest of this book. Actually, only the statistics is really indispensable. 
The algebra can be circumvented except for the discussion of some computa- 
tional techniques. But algebra is useful, not only here but also elsewhere in 
economics. A student motivated to learn econometrics ought to be willing to 
learn first a little mathematics and statistics. 

The heart of the book is Chapter 3, which discusses the estimation of 
aggregative models completely and in detail. Most of the work is cérried on 
in terms of a few particular models of the kind Klein has worked with else- 
where, Simple least squares is handled first. Then the identification problem 
is introduced and the maximum likelihood and limited information estimates 
for linear systems are explained. I know of no other place where the student - 
can get such a clear idea of what equation-system methods are all about. In 
addition a few bits of extra sophistication get tossed in, such as Geary’s method 
of instrumental variates, and the treatment of autocorrelated disturbances. 
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Taken-together with Chapter 4 on computational design, which contains an 
extraordinarily meticulous treatment oi the least squares (Doolittle), maxi- 
mum likelihood, and limited information computations, this part of the book 
should equip the reader to perform, let alone understand, analyses of this 
type. As Klein points out, it is of first importance that students should actually 
perform econometric research, computations and all. 

Chapter 5 is concerned with the treatment of models of the same type, 
only less aggregative. Itjs quite possible that in the present state of the art 
less ambitious studies of single industries or markets are more to the point 


` than the more grandiose schemes. The treatment is again very useful, practical 


without being excessively mechanical, and illustrated by some of Klein's work 
on the railroads. The suggestions for “grafting” sector models onto aggregate 
models are novel and promising, a good thing for graduate students to learn. 

Chapter 6 has some material on prediction, some of which is a little formal 
for the level on which it is pitched but otherwise a good lesson, and a section 
on input-output models which is much too brief to be useful. The last Chapter, 
7, has three sections. One is on models which contain errors of measurement 
instead of the now more usual shock terms, one per equation. The discussion 
centers around weighted regression methods, which assume at least the 
ratios of the error variances to be known. Pedagogica!ly I think this will be 
most useful as evidence to the student that figures never speak for themselves, 
and that without assumptions you get no conclusions. It would be well for- 


` fhe instructor to point out what Klein neglects, that with wrong assumptions 


you get wrong conclusions, and sometimes no warning. A second section is 
on weighted regressions from sample survey data. This is excellent, but much 
too brief. I would have liked to see it expanded into a chapter on. the full 
treatment of sample survey data, beginning with some elementary. facts about 
design. There is at least an even chance that here and not in time series are 
the more fertile fields. The final section takes up the treatment oi monthly . 
and quarterly data. I always look eagerly to see what an author has to say 
about s2asonals. Klein comes out very well. He teaches the student only cor- 
rect things, but unfortunately without bothering to explain why the “classical” 
methods are no good. The whole last third of the book does not quite main- 
tain the expositional excellence of the rest; there is a noticeable lack of 
worked examples, for instance. But this is a minor quibble. 

I feel a little more strongly about the selection of topics studied. À reader 
whose whole acquaintance with econometrics came from this text would think 
that there is nothing to the subject but various applications of linear regres- 
sion and related techniques. For almost nothing else is covered. Now realis- 


'tically, pride of place must certainly go to regression techniques. But for 


students whose outside acquaintance with statistics is meager, a more extensive 
and less parochial selection would have been fairer and more useiul, I have 
already mentioned that I missed a general discussion of sample surveys. Lo- 
renz curves are merely mentioned, and no other techniques for studying fre- 
quency distributions get even that much. The index has no entry under index 
numbers. This is a narrow view. 
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I used to think econometrics was the wave of the future; now I am not so 
sure. It is just possible that the fault lies not in ourselves but in our stars. In 
any case, where is current research effort best directed? Probably at this stage 
improvement of the quality of the data, and the development of richer and 
more realistic economic hypotheses will have higher yields than the further 
refinement of already top-heavy statistical methods. Even so, high precision 

.is hardly to be expected in this business. But graduate students should be 
taught.what econometric analysis can do; and this is the book they will learn 
from. 

RoszRT M. Sotow 
Massachusetts Institute of Technology 


: e zi 
Introduction to the Theory of Games. By J. C. C. McKinsey. A Rand Cor- 
poration Research Study. (New York: McGraw-Hill. 1952. Pp. x, 371. 
$6.50.) 

This is the first text on the theory of games to appear since the publication 
of von Neumann and Morgenstern, Theory of Games and Economic Behavior. 
Proofs of the fundamental theorems have been simplified considerably since 
the latter book appeared, and, in addition, many new results have been ob- 
tained. McKinsey has incorporated these developments in his book, and has 
included a much higher proportion of new results than is usual for textbooks. . 
Whenever there was a choice among methods of proof, McKinsey has chosen . 
the more elementary methods. He seems to have done this without sacrifice 
of content. 

For those with limited mathematical equipment who are interested in ac- 
quiring a detailed knowledge of the theory of games, this is an excellent 
presentation. It demands of the reader a knowledge of calculus (including the 
notions of convergence, continuity, derivative, integral, minima and maxima), 
some smattering of matrix algebra and a willingness to follow the arguments 
closely. The book is written with unusual care and precision, resulting in a 
clarity of expression for which the reader, particularly the mathematically 
weak one, will be grateful. 

The first six chapters present the theory of zero-sum two-person games 
where each player has a finite number of strategies. These games are studied 
in both normal and extensive forms. Chapters 7 through 10 consider zero-sum 
two-person games where each player has infinitely many strategies. Some 
mathematics essential for this theory is presented here. These chapters could 
be omitted without loss by anyone not particularly interested in this special 
class of games, since all the basic ideas are developed in the chapters dealing 
with games involving a finite number of strategies. 

The chapters on #-person games will be of particular interest to economists. 
McKinsey presents the von Neumann-Morgeastern theory of n-person games 
in a very clear way and is careful to poinz out its shortcomings. He also 
presents the Nash theory (essentially a generalization to z-person games of 
the notion of equilibrium originally defined by Cournot for the duopoly 
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problem), and discusses approaches along other lines. Those interested in 
following the courses of contemporary mathematical economics will find this 
material invaluable. 

McKinsey makes some attempt (two chapters) to present the formal con- 
nections between the theory of games and linear programming, and the theory 
of gemes and statistical decision theory. These chapters will be more useful to 

‘readers already familiar with the fields. 

The clarity of thought, she precision of exposition, and the completeness of 
coverage of this book make it an excellent introduction to the theory of 
games. 

STANLEY REITER 

Stanford University i e 


‘Business Fluctuations; Prices 


Economic Change: Selected Essays in Business Cycles, National Income, and 
Economic Growth. By SxuwoN Kuznets. (New Yorks W. W. Norton. 
1953. Po, viii, 333. $4.50.) : 


This is a collection of essays by the distinguished nominee for president of 
the American Economic Association in 1954. Nine of the eleven essays in this 
volume have been published previously (two in Spanish), but many are in- 
accessible to the average reader. They range in scope from almost purely 
theoretical to eminently empirical (although more technical and more me- 
thodological candidates for inclusion were rejected). The coverage indicated by 
the subtitle represents, “albeit roughly,” the sequence of the author's interests. 

The volume begins with two essays, dated 1930, attacking the equilibrium 
concept daminating the English-American tradition in economic theory in the 
first quarter of the present century. These throw a great deal of light upon the 
author's development as an economist, largely explaining his subsequent rest- 
less concern with dynamic phenomena and with inductive investigation. This 
provided their greatest interest to the present reviewer, for, read today, they 
seemed a tittle commonplace and awkward: much of their constructive con- 
tent is toCay more effectively and adequately expressed in other ways. This 
very fact is, of course, a tribute to those, including Kuznets, who pioneered in 
the revolution in economics of the two decades which followed. 

The third essay, also in some respects obsolete, stands the test of time much 
better. It is the well-known exposition and criticism of the acceleration prin- 
ciple: “The Relation Between Capital Goods and Finished Products in the 
Business Cycle" (1934). Although "interaction with the multiplier" is hinted 
at in a footnote, the essay otherwise considers the acceleration principle stand- 
ing by itself. Nevertheless, it still deserves study and reflection. Apart from 
the care and completeness with which the several versions of the acceleration 
principle are expounded, the essay's criticisms of the principle, and its statis- 
tical tests, are very relevant for those seeking to place the accelerator at the 
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center of their explanation of the cycle. Hicks? might well have studied it 
with care. 
What is badly needed today is a comprehensive re-evaluation of the accel- - 
eration principle, written with a scope and care comparable to Kuznets’. - 
Until that is done, Kuznets’ essay remains essential. 
Following a sympathetic yet critical review of Schumpeter's Business Cycles, 


treatment of cycles concludes with a hitherto unp.iblished essay on “Economic . 


Trends and Business Cycles” (1947), an essentially speculative discussion in- 
spired by Wesley Mitchell’s characterization of business cycles as the product 
of a business enterprise economy. In it Kuznets reveals his identification with 
the Mitchell concept of the cycle as a congerizs.of related movements in 
separable activities—a “ugity in diversity." Hə also reflects the essential 
reluctance of this school to consider macro-econcmic relationships. Neverthe- 
less, the essay sparkles with hypotheses for the interpretation of economic 
history—both trends and cycles. , 

The sixth essay considers problems of national ‘ncome comparisons between 
“industrial” and “pre-industrial” nations. It is an example of Professor Kuz- 
nets at his best, full of profound anc illuminating appreciation of the 
nature of economic activity and the problems cf its measurement. At once 
imaginative and practical, it exemplifies the pragmatic ingenuity which pio- 
neered the “invention” of national income accounting, an invention which one 
writer has characterized as more significant (to victory in the recent war) 
than that of atomic energy.? The major conclusicn of the essay, incidentally, 
is that international comparisons of the sort made by Colin Clark grossly 
overstate the differences between the per capita national inccmes of such 
countries as the United States and China. 

In the course of reaching this conclusion, the author raises very serious 
doubts in his reader's mind as to the meaning of rational income as a measure 
of economic welfare. These doubts are further expanded in the closely 
related essay which follows, “National Income and Economic Welfare.” But, 
with characteristic optimism, Kuznets concludes only that the current de- 
velopment of national income and produci measures needs to be expanded in 
new dimensions and directions. Unfortunately, most of these new dimensions 
are ones in which sociological and psychological ccnsiderations, and even value 
judgments, increasingly enter. 

The preoccupation with social and cultural actors becomes even more 
marked in the next and most recent essay, "International Differences in In- 
come Levels (Reflections on Their Causes)" (19:0). Here Kuzzets considers 
and successively rejects, as the primary explanaticn of these differences, popu- 
lation growth, industrial structure, literacy, investment per wo-ker, climate 


1 J. R. Hicks, A Contribution to- the Theory of the Trade Cycle (Oxforc, 1950). To be 
sure, Hicks’ treatment recognizes, and embodies, many of the limitations suggested by 
Kuznets, including one very significant one which Kuznets fails to consider—the lag be- 
tween investment decisions and the production of capital goods. The latter, of course, 
becomes particularly relevant only when the multiplier is thrown into the pot with the ac- 
celerator. ` 


27, K. Galbraith, American Capitalism, The Concept oj Countervailing Power (Boston, 


` 1952), pp. 79-80. 
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and natural resources, racial characteristics, and national size. Instead, these 
differences can only be understood in terms of processes of historical develop- 
ment, a development which has required in the industrial countries—and 
will require in the yet undeveloped countries—a revolution in individual and 
social attitudes, cultural values, and structures of power. 

The further study of economic growth will require intensive development 
and exploitation of quantitative data. “But the inquiry cannot, and should 
not, be limited to quantitative data alone. . . . The historical heritage of the 
several countries as embodied in patterns and values dominating social be- 
havior, their political structure, their attempts, successful and otherwise, to 
adapt the elements of the industrial system to conditions ‘within their bounda- 
ries, would have to be examined. . . . A proper aftalysis of data of this kind, 
in conjunction with quantitative data, would impose upon the scholar prob- 
lems for which the tools of his particular discipline—whether it be economics, 
political science, sociology, anthropology, statistics—may not be adequate.” 

The development and broadening of Kuznets’ thought over twenty years 
is at once apparent when we turn to the essay which follows: “Retardation of 
industrial Growth” (1929). Here Kuznets is considering, in part, the very 
problem discussed in the previous essay. But social, political, cultural factors 
barely intrude. Growth is measured statistically. Its explanation lies primar- 
ily in technological factors and in “economic conditions in their technical 
aspect.” 

The volume closes with two more recent essays. One, written on the eve 
of war in 1941, speculates as to postwar trends in economic growth. The other, 
written since the war, reviews in lucid fashion the past trends in U. S. inter- 
national economic relations, and their possible future directions. From the 
former we pick up two sentences with which to characterize the author of 
these essays. “There is no one as revolutionary as a scientist within the narrow 
field of his specialty, and no one potentially as conservative in the broader 
field that provides the basic postulates for his specialty.” From the earliest to 
the latest of these essays, the constant challenge which Kuznets has posed to 
complacent acceptance of established postulates not only in his own field but 
in all to which it is related displays the exception which proves his rule. 

His own work has increasingly exemplified the need of which he speaks: “In 
the social sciences we have need of a new group of workers who combine the 
mastery of detailed careful procedures essential to the research scientist with 
the wider horizon of the historian and social philosopher, and we have need 
on the part of our specialist groups of greater awareness of the variety of his- 
torical experience and mutability of the social framework within which lie the 
more narrowly defined phenomena that they study.” 

GARDNER ACKLEY 

University of Michigan 


Economics in the Public Service. The Intimate Story of the First Six Years of 
the Employment Act. By E. G. Nourse. (New York: Harcourt, Brace & 

Co, 1953. Pp. xi, 511. $6.00.) 
This volume is an account of a noble, oi and surprisingly diffi- 
cult experiment in the organizing of government for integrated economic 
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functioning? as seen »y one who was à principal savaGpant ‘during: the first. 
` half of the period covered, and an.interested observer during the second kalf, 
after his resignation. as chairman of the President's Council of Economic Ad- 
'visers. In Nourse's account, substantive matters of economic policy take sec- 
ond place to the administrative questions involved. 
- His account falls into three parts. Part I, (six chapters) sets forth his 
philosophy of economic advisership, precedents for such advisership and the 
" developments culminating in the Employment Act—this last feature being 
-completed by Chapter 17, on the intent.of Congress in passing the Act. ` 
Part 1I (ten chapters) is a factual narrative of the application of the Act, as 
objective as the author can make it (but his critical judgments refuse to be 


wholly concealed). Part II& (five chapters) presents his reflections and.ap- o 


. praisals, first retracing parts of the narrative in a less objective mood. The 
book is a mine of information as to the detailed working of this experiment, 
and an impressive object-lesson in the complications involved, especially in 
the attempt to utilize professional economic analysis and advice. 


First as to the intent behind the Act. There were disagreements over the ` 


` defining of the objective, and the specifying of compensatory spending as a - 


means. These were resolved by substituting more general for more specific > ` 


mandates; hence: the omissions are peculiatly instructive. The phrase “full 
employment” was rejected and the word “opportunity” inserted, together 
with expressions intended to exclude employment of the “leaf-raking” type. 
_ Rejected was the explicit concentration on compensatory spending. In prac- 
- tice, so far, fiscal policy has bulked large, but as a means of limiting inflation- ` 
ary pressure rather than remedying insufficient employment, with the result 
that it appears in a conservative, rather than a radical, róle. 
‘Eliminated in Conference was a requirement that the Council make avail- 
able.to the Joint Committee all the “studies, reports and recommendations" 
which it has submitted to the President. This requirement would have made - 
`- confidential advice by Council to President impossible; but its elimination . 
left the question open, so long as the Council might be called to testify before 
the Joint Committee. 
Omitted also was the.proposal that the members of the Council represent 
different groups.in the economy. But the principle, for which Nourse has con- 
tended, of bringing “scientific” economics into the picture at the Council level, 
and of permitting its members to retain an independent and objective profes- 
sional character, was not actually written into the Act, and was not the 
intent of all its supporters. The placing of professional economists om the 
Council stemmed from the inherent logic of its task, not from the clear intent 
of Congress. This issue of professional objectivity was, of course, the main 
point on which Nourse split with his two colleagues on the Council, and his 
attitude begins to show in his opening chapters. He distinguishes economic - 
science and economic engineering. The former, though inexact, may detect 
and measure departures of actual conditions from an optimum; but devising. 
remedies is a task of engineering or practical policy, Nourse extends the 
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. . concept: of chgineering to the economic aspect ot the su of the politician, ; 


recognizing that he is in addition a leader or salesman, demagogue or states- 


man or a lit-le of both, and mediator between what is good. economic.engineer- : 


ing and what will be accepted by the citizens. Nourse says: “Broadly speaking, 
I think we should have economic scientists in the Council posts and in the 
staffs of both Council and (joint) committee, economic engineers (of varying. 


‘degrees of professional competence) in the person of the President and mem- 


bers of the Joint Committee, the real formulators of national policy." To the 
reviewer, this does not seem fully to fit the fact that the Council, in addition to . 
scientific analyses, is called on to give policy advice, on the level of economic 
engineering, to politicians who may legitimately overrule or modify it in the 
light of other considerations pertinent to their more inclusive task. The result- 
ing dilemma seems to have been the real trouble-breeder, ramifying out into 


. ] a complex of other questions. 


Nourse’s answer is uncompromising, centering in the statement (p. 417) 
“The moment a man accepts the President’s invitation to become an Economic 


` Adviser (or White House aide), he must either take on a confidential status or 


become a liability to his chief.” This calls for truly great self-abnegation. An 
economist of high standing must forgo the published work which is the means 
to further recognition, without receiving in return any assurance that he will 
have contributed directly to policy decisions, asking merely that his advice 
shall have been considered before policy decisions are made (Truman, Nourse 
felt, did not give it such consideration). Even his service of public education 
would’ be placed under added limitations which might be rather severe. For- 
such a man, this sounds likely to mean martyrdom, anonymous, 

Nourse proposes that the Council issue no separate report of its own, merely, 
appendices to the President's report (for which it will still, presumably, have ~ 
furnished raw material, coordinated in the light of prior liaison with interested 
departments and agencies). The Council could also hold conferences with 
groups outside government, and its members could even give public addresses 
on safe subjects. Nourse attempts no answer to the question who should spon- 
sor, in Congress, on behalf of the President, a program more comprehensive 
in scope than any executive department, and presented to an equally compre- 


hensive Joint Congressional Committee. And, to the reviewer; this almost 


anonymous status appears incompatible with the original idea of Cabinet status 
and prestige for the Council. Its effectiveness appears to depend on finding 
out how much economic analysis the President will have time and capacity to 


. assimilate, and giving it to him in corresponding doses (necessarily summaries) 


while at the same time briefing with more-extended analysis the personal ad- 
visers (if identifiable) to whom the President will turn for guidance in decid- 
ing what weight to give the Council’s economic engineering as against broader 
political considerations. ' 

The antithesis of this anonymous advisership would be the concept of a 
political ministry without portfolio, charged with developing coordinated pol- 
icy, which should be economically sound and should fulfill the mandate of the 
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Act, always subject to the President’s approval. They would presumably sup- 
port, before Congress, a presidential program with which they did not agree 
100 per cent, but serious disagreement would call for their resignations. On 
either basis, Nourse makes it clear that numerous practical problems remain. It 
is perhaps not surprising that these were not fully foreseen in the setting up of 
this novel governmental mechanism. But it is taking time to work them out, 
and in the meantime they can threaten the success of the experiment. They will 
be points to watch in the fresh start which the new administrat‘on has under- 
taken to make. 

Turning from the Council to the Joint Committee, it is not faced with the 
self-effacement of a confidential adviser, but its members must limit their direct 
legislative activities, to speed time on an advisory function which has not fully 
proved its importance (though Nourse cites cases in which he thinks it has 
been effective). Able and outstanding members have spent a nota>le amount 
of time on the Committee’s work, and have advanced somewhat beyond the 
stage of dividing on straight party lines. But problems remain. 

In Nourse's final appraisal, the conclusion is that all four main features 
of the Act—the declaration of national policy, the Presidert's Economic 
Report, the Council and the Joint Committee—represent steps in the evolution 
of our governmental structure and function, which will not simply be reversed. 
Of the four, perhaps the President's Council i is on the most insecure basis, for 
reasons already indicated. Relative to the basic purposes of the Act, the 
Council's economic philosophy has never been clearly formulated (cf. pp. 
423-24). The Council has impliedly asked the readers of its reports (of'which 
Nourse gives samples) to have faith that behind its diagnoses lies more definite 
knowledge than it has chosen to disclose as to what market adjustments are 
good or bad, and whether good market adjustments are in themselves sufficient 
to the purposes of the Áct. And in the commendation or exhortatior addressed 
to private interests, there is a similar implied faith that these interests know 


enough to choose socially good and sufficient policies. The reviewer cannot - 


avoid having some faith of the sorts indicated—for instance, that Nourse had 
definite ideas about the effects of the “Brannan Plan,” to which he could not 
get Truman to listen. But on broader macroeconomic questions, not all doubts 
are put to rest. 

The organization of this book does not make it easy for the reader to distill 
from it the story Nourse is telling. Part II is divided into subperiods, each 
treated from the standpoint of the Council, and again from that of the Joint 
Committee, while Part III retraces part of the story. The result is an effect 
of repeated flashbacks, confusing the chronology for readers who do not have 
it so firmly fixed in mind as Nourse himself does. The treatment of particular 
problems is split into separate pieces, and some bits seem to be lost—for one 
conspicuous example, the enactment of post-Korea anti-inflation controls, 
which seem to have bypassed the whole mechanism Nourse is discussing. Is 
this mechanism so ponderous and time-consuming that any need for prompt 
action must be met by bypassing it? This is one final question with which the 
reviewer is left. 


\ 
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In conclusion, Nourse has made an enlightening contribution to American 
political-economic history. It is to be construed in the light of his known views. 
He is sure that, on the key points, he was right.and those who disagreed with 
him were wrong. And he has furnished evidence which persons who wish to 
understand this important experiment cannot afiord to ignore. 


J. M. CLARK 
Columbia University ' 


La fin de Pinflation. By Jean GaBiLLARD. (Paris: Sedes [Société d'Édition 
d’Ens2ignement Supérieur]. 1952. Pp. xxxvi, 359.) \ 

Why and how do inflations end? This is a neglected aspect of economic 
study. Most theoretical treatments of open inflaéion view it as a cumulative 
process, proceeding indefinitely until brought under control by forces outside 
the private economy-—credit restriction, currency reform, price and wage 
control, etc. M. Gabillard’s dissertation breaks with this convention. Impres-’ 
sively erudite, and drawing freely on both theoretical and descriptive literature 
in three languages, Gabillard treats inflations as special cases of cyclical boom, 
generating stability or deflation in much the same way as cyclical booms are 
believed to generate crises or depressions. In support of this thesis, he limits 
himself to places and times for which reliable figures are available. His ex- 
amples, four in number, are the United States in 1920, Germany in 1923, 
France in 1926, and once again the United States in 1948, but there are fre- 
quent references to parallel episodes in the smaller nations of Western and 
Central Europe. These four cases of course vary widely among themselves—in 
severity, in interconnection with balance-of-payments problems, in methods 
of eventual control, and in degree of subsequent deflation; Gabillard is to be 
commended for restraint in not forcing them into a single mold. Furthermore, 
since attention is focussed on individual jumps in price levels, this volume 
yields no light on the more important problem of secular inflation, in which 
successive jumps succeed each other with rapidity sufficient to produce a long- 
term upward trend. ] 

The heart of Gabillard's thesis is Part III. Among the factors cumulating 
to reverse the four postwar inflations, he lists the restoration of transport, the 
recovery of domestic production and export capacity, the filling of “backlogs” 
of consumer demand and capital investment, the decline of world agricultural 
and raw material prices from postwar peaks, and the drawing of capital assets 
from current production and employment to speculation in produced goods, 
in gold, and in foreign exchange. Much of this is well known, but two points 
of novelty appealed to this reviewer. One is a theory that abnormal inelasticity 
of demand tends to shift from foodstuffs to durable goods and then again to 
speculative inventories as inflation progresses, and that the last-named shift 
may be used to signal the end of the inflation. The other is a theory relating 
the duration of inflation to the time period required for mass per capita 
consumption to return to its real preinflation level. As regards the political 
economy of inflation's end, Gabillard maintains that effective anti-inflationary 
monetary or fiscal legislation is permitted by the capitalist class only under 
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conservative governments, which will safeguard their war and indation profits 
against effective income taxes and capital levies, Schacht in Germany and 
Poincaré in France emerge fram this treatment as hired techniciens of a-class, 
rather than public-spirited architects of-financial recovery. 

Also included, although as a side issue (p. 204 f.), is an excellent brief ' 
discussion of “escalation” and its effects. Since it also illustrates certain of 
Gabillard’s methodological positions, I venture a running quotation in home 
spun translation: . 


The location of an inflationary process has great importance for the form 
of inflationary development. The problems posed by the adoption of wage 
and salary escalation (/’échelle mobile des salaires) make discussion of 
this sort more realistic. Jf is as false to say that escalation has always 
an inflationary effect as to say it has always a deflationary one. It all 
depends on the location of the dominant inflationary pressures. If these 
are localized in the markets for foodstuffs, escalation runs the risk of 
further reducing the price elasticity of the demand for food; it will then 
have an inflationary effect on the markets for these products. and else- 
where by transmission and propagation. But if, as in present-day France, 
inflation is above all due to a rise of profits, which are used for specula- 
tion in gold, inventories, and foreign exchange, while supplies of con- 
sumption goods are adequate, wage increases may reduce inflationary 
pressure by shifting income and demand from inflationary sectors (specu- 
lation) to neutral ones (consumption goods). . . . Of course, completely 
generalized escalation, if conceivable, would be the surest means of 
creating a condition of permanent inflation. But we must stress again 
that it would have to relate to all price phenomena, including rents and 

public finances, and that it would have to render all payments periods . 

homogenous, so that none could benefit from any time lags. But when- 

ever escalation is partial, it tends to be inflationary in so fer as it benefits 
the economic class or group which dominates the inflation, and defla- 
tionary in the contrary case. 

The first section of Gabillard's book is methodological, the second historical. 
Neither is as closely integrated with the third, or analytical, section as it might 
have been. Indeed, the two parts combine to furnish a schclarly pseudosub- 
structure for the largely unrelated conclusions which follow. Nevertheless, they 
are interesting in themselves. Gabillard objects (with good reason) to both 
the monetary and the income theories of inflation as overaggregated, and over- 
looking important features of the inflationary process. He favors an approach 
through stages in time and through sectorel price movements, and cevelops a 
tabular and graphical structure which he applies to the four inflations under 
consideration. The structure and its metkodology might serve as a French 
translation of the Burns-Mitchell-National Bureau structure of business cycle 
analysis, applied to the allied problem oi inflation, and subject to similar 
criticisms. They produce imposing edifices which may lead to conclusions 

. incommensurate in importance with the apparatus itself, or (as here) largely 
unrelated to the technical impedimenta. 
M. BRONFENBRENNER 

University of Wisconsin 
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Business Finance; Investments and Security Markets; Insurance 


Investments. By Junius Gropinsxy. (New York: Ronald Press. 1953. Pp. 
xii, 567. $6.00.) : 

This volume differs from most of the recent textbooks on investment in the 
strength of its emphasis on the theme "that the dynamic and expansive 
growth of the national economy is the primary source of investment value" and 
"that an expanding company, in an expanding industry, in an expanding 
economy is the touchstone of investment success.” While other authors as well 
as experienced investors generally recognize the underlying logic of this point 
of view, and in fact espouse it to varying degrees, it is fair to say they in 
general seem to have more reservations than @rofessor Grodinsky as to its 
successfr] practical application to the average investor's problems. Moreover, 
many of them would probably be unwilling to make, with Professor Grodinsky, 
the flat assumption of a continuously expanding economy subject only to 
temporary cyclical interruptions. The possibility of a stagnant or declining 
economy, with attendant social and political changes, may not appear to 
exist for the visible future, but a conservative investment program must at 
least give it some consideration. In addition, analysis should be devo:ed to the 
investment implications of the renewed monetary inflation which present fiscal 
theories call for should adverse economic trends develop. 

Tke content of the book is broad. Part I discusses briefly principles and 
objectives and the source of economic values. Part II devotes 45 pages to 
“Appraisal of the Industry." This is excellent material, well presented, on 
the growth and decline of industries and the consequences for investors. Part 
IH, “Appraisal of the Company” is the largest segment of the book, 196 
pages. I: is a well-rounded discussion of the usual factors such as ccmpetitive 
position, financial structure, ratios, profit margin, public regulation, and 
management. Special emphasis is placed on management. An interesting chap- 
ter is included on the quality of corporate income. Part IV discusses public 
obligations. Part V devotes 155 pages to “Money and Markets,” including a 
good discussion of yields and price-earnings ratios. A surprising feature of this 
section ior a text stressing the fundamental importance of long-range growth 
is an unusually extensive consideration of market analysis and the various 
analytical and forecasting services, Even the venerable Dow theory is given 
six pages. One chapter in this section discusses portfolio management, with 
much space devoted to dollar averaging and formula plans. Part VI presents 
two chapters on institutional investments. Each chapter is followed by ques- 
tions and problems, with lists of readings. 

Grodinsky’s book is descriptive rather than analytical, with a wide range 
of comment and numerous illustrations drawn from recent experience. The 
materiai is presented in an interesting manner, although some oi it seems 
poorly integrated. Some confusion attends shifts in the point of view, as in 
the chapter on U.S. government securities, which is mainly a review of recent 
debt management policies and is written from the point of view of the Treasury 
rather than the investor. Why a rather complicated two-page table analyzing 
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investment policies and capital ratios of country banks should be put in the 
middle of Chapter 1 is not clear. Neither is the reascn evident for inserting a 
chapter on preferred stocks between one on financial structure and one on 
financial ratios. 

Despite his primary interest in common stock investment in growth com- 
panies, the author has made a strong effort to present fairly all sides of the 
more controversial points of policy, and in general is successful. Some slips 
are inevitable. One occurs in several questionable generalizations about bank 
portfolio policy which give the impression that investment in long-term U.S. 
government bonds is generally accepted as proper for commerciz] banks. A 
minor correction in the same area is that the Treasury’s recently introduced 
tax anticipation bills were no} bought initially by the commercial Danks “due 
to the attractive yield” but because the Treasury offered the banks a bonus 
through permitting them to pay for the bills with credits on their own books. 

To this reviewer’s taste, two weaknesses of the book as a general text ap- 
pear to be an unduly brief treatment of investment programs and policies and 
an unduly extended consideration of stock market analysis. The former would 
seem to leave too much of a gap between the principles laid down and their 
practical application, while.the latter may too firmly implant some potentially 
hazardous ideas. Nevertheless, the book is well written, is strong in certain 
important respects, and merits a place on the investor’s shelf. 

i : Dovuctras R. FULLER 
Chicago, Illinois 


Public Finance 


The Trend of Government Activity in the United States since 1900. By 
SOLOMON FABRICANT, assisted by Ropert E. Lipsey. (New York: 
National Bureau of Economic Research. 1953. Pp. xix, .267, $4.00.) 


Here are the facts; interpret them as you will. With admirable objectivity 
and detachment, this book presents the fully documented evidence of the 
growth of government activity during the first half of this century. There are 

. 28 tables and 16 charts in the main body of the book along with 32 tables in 
‘the appendices. The accompanying text, largely descriptive of the data therein 
presented, is appropriately limited. Although isolated individual series are 
of necessity based on somewhat flimsy original source data, there should be 
no quibbling concerning the general validity of the results. The possible 
margins of error are eclipsed by the sheer weight of the evidence. It may be 
predicted that.this book rapidly will become one of the most widely cited 
Sources for more interpretative, and less objective, discussions of the problem 
of governmental growth. 

In spite of the rather widespread recognition of this growth, it will prove 
shocking to some, and revealing to all, to discover, among other things, that 
one out of every eight employed persons works for government compared with 
one out of twenty-four in 1900, that one-fifth of the nation's capital assets 
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are government-owned whereas only one fifteenth were so owned in 1902, anc 
that the physical volume of goods and services purchased by government in 
creased by more than a thousand per cent over the half-century. The autho: 
concentrates on the growth in real inputs used by government. This enables : 
more accurate comparison to be made between government and nongovernmen 
activity. The growth in government expenditures, the series more frequently 
employed, is shown to overstate the real growth in the government's use o: 
economic resources. Tlfe proper note of caution is not excluded, however: 
for many purposes the growth in real inputs, or even the growth in expendi. 
tures, tends to understate the increasing impact of government on the nation’s 
economy. 

Several of the more popularly held views coscerning the growth of govern 
ment activity are refuted effectively. The trend toward bigger government 
did not suddenly begin in the 1930's; it was well established from the be- 
ginning of the century. The car was already rolling downhill; the New Deal 
merely started the motor. Governments do not do many things now that they 
did not do in 1900; they simply do a great deal more of everything. The 
increase in government activity has not been exclusively at the central gov- 
ernment level. Although the relative growth of the central government has 
tended to overshadow that of the subordinate units, the latter have grown 
substantially in absolute terms over the period. 

There are some interesting speculations on the possible changes in the 
productivity of government. Has the increasing degree of specialization which 
has been made possible by larger scale operation more than offset the dis- 
economies of bigness and the declining hours of work? This question is tenta- 
tively answered in the affirmative, although it appears that a sharper distinc- 
tion between the central and subordinate units could have been introduced. 

Perhaps the most interesting chapter contains a discussion of interstate 
differences in state and local activity. Having forty-eight units to work with, 
& great deal more is done statistically with the state and local employment 
and expenditure data than with federal data. Interstate differences in per 
capita expenditure are correlated with income, urbanization, and population 
density, and these three factors are found to explain 70 per cent of the vari- 
ance. Income is shown to exert by far the most important influence. This is, 
of course, what might have been expected, but the supporting evidence is use- 
ful. Income, urbanization, and density elasticities are computed for the vari- 
ous state and local functions. It is unfortunate that the most recent state- 
local financial data available in the compilation of these results were for the 
year 1942. 

The questions which emerge from all this but which are not, indeed could 
not be, decisively answered are the following: Is the growth in government 
largely to be explained as a concomitant of the general development of the 
economy? Or does government follow inevitably the Wagnerian law of ever- 
increasing relative importance? Or does historical accident represented by the 
two wars account for the phenomenon? Or must the growth finally be explained 
by a fundamental shifting of values, by the swing of the social pendulum away 
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from the individualism of the nineteenth century to the new statism of the 
twentieth? There is much to support the economic development hypothesis 
which is tentatively advanced in this book. One bit of evidence is presented, 
however, which seems to support strongly Adolph Wagner’s hypothesis. This 
is the rather startling fact that the performance of every major function at 
every level of government has increased. The mere listing of the few minor 
functions which have declined indicates their scarcity as well as their unim- 
portance: booths for foot patrolmen, regulation of*midwives, bounties on 
coyotes. Does not this suggest that there may be some sort of built-in irre- 
versibility of public activity under representative government? If increasing 
government activity were largely due to economic development, would not 
declining sectors of the public &conomy have appeared? 

All of the explanations for government growth are, of course, partly correct, 
and no one is adequate in itself. The relative importance attached to each will 
determine each individual's projections of the trend over the next half-century. 
The author of this book wisely refrains from: making any specific projections 
of this sort. 

l J. M. BUCHANAN 

Florida State University 


The Federal Debt: Structure and Impact. By Caartrs Cortez ABBorrt. With 
policy recommendations by the Committee on the Federal Debi. 
(New York: Twentieth Century Fund. 1953. Pp. xvii, 278. $4.00.) 


Professor Abbott has prepared a timely study on the federa: debt—timely 
because the new administration has created the expectancy that something new 
and better in the art of debt management will be forthcoming. Abbott's study 
is designed more as background material than as a blueprint for debt manage- 
ment; the policy recommendations are supplied by a Twentieth Century Fund 
Committee.? This division of labor is not a notable success. i 
. The main study is divided into two parts called the “Development of the 
Problem," and the "Analysis of the Problem." Abbott stresses the importance 
of the problem but neglects to explain clea-ly to his readers what the problem 
is conceived to be. In his last chapter, he gives some hints dy asking the 
question, *Is a politically controlled money market compatible with the free 
market process?" (p. 188). Read in the context, Abbott's question seems to 
concern whether monetary controls can do their work in a setting of a large 
national debt. Events have already partly answered this question. A study 
of England's experience after World War I might also have helped. The United 
States is not the first country to emerge fror1 a war with a large national debt. 
In any case, Abbott offers no solution; he is content to hand over the “prob- 
lem" to politicians. But I have no confidence that I interpret Abbott's 
remarks correctly. 

Part Y of the study is a review of postwar experience with the federal debt 

''The Committee consists of the following: Arthur R. Upgren, chairman, Henry H. 


Heiman, Neil H. Jacoby, E. B. MacNaughton, Ear! B. Schwulst, Louis Stulberg, and Donald 
B. Woodward. 
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including backward glances to prewar and wartime developments. The change 
. in the ownership of the debt, the pattern of rates, and characteristics such as 
maturity of various types of debt instruments are discussed on broad lines. 
Close attention is given to the Federal Reserve-Treasury differences after 
Korea with appropriate quotations from the participants. Abbott keeps his 
own views in the background, letting the events, where possible, speak for 
themselves. 

. Part II is a more detailed discussion of matters considered earlier. The 
data on the ownership of the debt are carefully presented in some detail by 
the classes given in the Treasury Survey of Ownership. The minimum holdings 
of each group are noted, and these are viewed as evidence of the firm demand 
for government debt by each class. Holdings im excess of these minimums are 
viewed as sensitive to the varying economic circumstances of debt holders. 

His discussion of the effects of debt sales and retirements has the merit 
of being definite. Treasury repayment of Federal Reserve Bank holdings is 

regarded as deflationary, repayment of commercial bank holdings as defla- 
' tionary or neutral, repayment of nonbank holdings as presumably neutral. 
"Treasury sales of debt have opposite effects. In adopting this position, Abbott 
has illustrious company; nevertheless, the analysis seems incorrect. A repay- 
ment by the Treasury of debt held by the Reserve Banks is not deflationary; 
such a transaction is irrelevant to private expenditures. The Treasury has a 
smaller balance and the Reserve Banks have smaller assets. Treasury repay- 
ment of debt held by commercial banks is either inflationary or neutral—not 
deflationary. Bank excess reserves rise; hence lending power rises. Treasury 
repayment of debt with federal funds has exactly the same monetary effects 
as Federal Reserve purchases of government securities, Obviously what Abbott 
and others must have in mind are the joint effects of both cash surplus and an 
equal debt retirement or a deficit and an equal debt increase. It is of course 
perfectly proper to consider these effects together, but there is little justifica- 
tion for attributing the effects of both fiscal and debt operations to debt opera- 
tions alone. Although the type of error which this procedure invites has been 
pointed out by Henry Simons, Abba Lerner, Charles O. Hardy, and many 
others, there appears to be some mental block in our officialdom as well as 
among financial students, including Abbott, which prevents them from recog- 
nizing the elementary fact that debt retirement is an inflationary, not a de- 
flationary, action.. Understanding of these points might raise more doubt 
about the view, endorsed by the Fund’s Committee, that debt repayment 
should concentrate on bank-held debt. The theory that there is something in- 
herently unsound in large holdings of government securities by commercial 
banks has yet to be demonstrated. 

The final chapter consists of the Committee’s analysis and recommendations. 
The Committee recommends budgeting for a surplus (without however advo- 
cating higher rates of tax), restoring monetary policy, lengthening debt ma- 
turities, coordinating federal lending programs, and transferring the debt from 
banks to other holders. Yet they acquiesce in an ‘increase in the debt held by 
banks as the country grows. If inconsistencies are overlooked, many of the 
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recommendations seem reasonable enough; but they suffer from the lack of 
a clear statement of what debt management should attempt to accomplish. 
The Committee seems unduly complacent about the interest expense incident 
to higher yields; this matter is dismissed by stating that interest is "only 9 
per cent of federal expenditures.” But, it seems to me, the Treasury should be 
concerned with economizing on its interest expense, Like other actions of 
government, the results to be achieved need to be weighed against the costs. 
These results in case of debt management consist of holding down private 
expenditures—inducing people to hold debt instead of real things. The debt 
structure should be manipulated to maximize the deflationary effect of the 
debt per dollar of interest payment. Short-term debt may be too expensive a 
form of debt on this test even though the yield is lower than on long-term 
debt. One dollar of long-term bonds may do more “deflationary work” than 
five dollars of Treasury Bills. 

We cannot let the Committee’s method of estimating the federal debt go 
unchallenged. The size of the federal debt is computed to be approximately 
$505 billion (for June 1951). To obtain this formidable total, the Committee 
includes unexpended appropriations, Federal Reserve notes, loan guarantees, 
all government insurance in force, and other unusual items. The concept 
of debt employed is a peculiar one. The $155 billion included to cover the 
various insurance programs, for example, is based upon total insurance in force. 
On the same principle of computing liabilities, all private insurance companies 
are bankrupt. The present amount of the liability of the government under 
its life insurance programs is the amount of insurance in force only upon the 
assumption that all policy holders will die tomorrow. I can find no justifica- 
tion for including Federal Reserve notes in the debt total especially since it 
is recommended that this “debt” not be retired. Such misinformation about the 
size of the federal debt may do little harm, but it cannot be said to assist the 
public in forming sensible opinions about debt management and monetary 
policy. 

The relation between a Committee and an author is a delicate matter. Tf 
the arrangement is to be a success, the author should provide some substantial 
ideas for his Committee to consider and the Committee should not lightly 
dismiss the author's findings. In the present case, the initial requirement for 
success is missing. 

Earr R. RoLPH 

National Bureau of Economic Research 

New York City 


Taxation and Incentive. By Lapy Ruys-WıLLIAms. (New York: Oxford 
University Press. 1953. Pp. 188. $3.00.) . 

The first part of this book consists of an interpretation of British historical 
and institutional developments over the centuries as they have influenced the 
basic motivations and incentives affecting the British people. The second part 
consists of a detailed proposal for a revision of the British tax structure and 
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social insurance program designed to provide increased incentives to work 
and savings by a diminished emphasis on progressive taxation. The first of 
these two parts covers about two-thirds of the volume and is of much greater 
general interest to non-British readers; it will, therefore, be stressed in this 
review. 

According to the author, the book “represents a plea for the study of the 
whole question of taxation and incentive and of the underlying problem of 
how to maintain justice to the individual at the same time as justice to the 
community...” (p. 8). This problem, in the author's judgment, is of vital 
importance to the British economy because of the degree to which the tradi- 
tional incentives for hard work and continued saving by private individuals 
have been weakened or destroyed. This thesif is supported, in the first in- 
stance, by- a detailed discussion of the motivations for effort affecting the 
British economy. 

The author classifies incentives into those based on fear and those based on 
hope of gain. In the former category she distinguishes the fear of punishment, 
the fear of want (or poverty), and the fear of loss. For the mass of the working 
population she regards the fear of poverty as the chief incentive to labor, even 
in the modern welfare state. She points out, however, that “the principal aim 
of the present century has been to put an end to want" (p. 14), thereby 
weakening this incentive. 

The author regards the fear of the loss of position and privileges as the real 
incentive affecting the more fortunate classes, those not in immediate danger 
of actual poverty. She points out that developments during the last generation 
or so have greatly weakened the power of this incentive. The’ possession of 
wealth, she claims, no longer is as highly regarded as it was in the past. The 
prestige of the educated person in society has also diminished, and the attain- 
ment of an education is not dependent on the wealth of the parents. In addi- 
tion, medical services are available to all, and domestic help is not a pre- 
requisite to social status. “When bishops and judges announce publicly that 
they have to help their wives with the washing-up, there ceases to be any 
social stigma attached to loss of ability to employ a domestic staff? (p. 18). 
All in all, “The penalties for lack of success, and equally for lack of effort to 
succeed, which attach to the middle classes today are thus as much reduced 
as those which attach to the poorer sections of the community . . ." (p. 19). 

The decline in the power of these incentives based on fear has placed added 
importance on the incentives based on gain, if the deterioration in the desire 
to work hard and to save, now evident in Britain, is to be checked or reversed. 
Unfortunately, however, public policy in Britain has also tended to erode 
these incentives. “The virtual impossibility of accumulating capital, or of 
making large-scale provision of wealth for future generations, or even for 
the saver’s own immediate future, without losing through taxation and infla- 
tion the greater part of the money saved is naturally the most potent of the 
present forms of discouragement of effort based on the desire for gain” (p. 22). 
These effects have been compounded by the prevailing system of rationing 
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scarce goods which means that the acquisition of money does rot result in the 
early possession of goods or benefits accrued. 

Partly as a means of restoring incentives and partly in order to accomplish 
other objectives, one of which is to improve the equity of the tax structure, the 
author argues for a sweeping revision of the British tax structure and the 
existing program of social insurance fees and benefits. She describes her pro- 
posal in the following terms (p. 128): 


It consists in a merger between the income tax and the social insurance 
systems, as a result of which all contributions would in future be made 
in the form of income tax [with proportional rates and no exemptions] 
payable upon all the income of the individual whether earned or unearned. 
In compensation for the loss of the present allowances of untaxed income 
there would be granted weekly cash allowances, payablé to every indi- 

~ vidual, on the lines of the present children's allowances. These would be 
in substitution for all (or part) of the present insurance benefits. 


The author would limit to the nonwelfare portions of the national budget 
the use of supplementary income taxation, and even for this portion of the 
budget she approves only grudgingly the principle of progressive taxation. She 
states (p. 66): 


. the purpose of redistributing income for social purposes is not an 
object with a moral validity of its own. It requires national emergency 
to sanction it, and it cannot, without disaster, form part of a permanent 
system of taxation. The robbery of one group of citizens by another, 
even when the State, democratically controlled by the first group, acts 
as its agent in carrying out the theft, remains—theft. 


Space limitations preclude a more detailed summary of the author’s thesis 
and of the rationale behind it. A critical evaluation of the volume is extremely 
difficult for an American reviewer not familiar with the British scene. These 
difficulties are increased by the fact that the author herself presents essentially 
a summary statement of her own views and conclusions rather than a full dis- 
cussion of the-factual evidence underlying these conclusions. 

In general, the views expressed on work and savings incentives in Britain 
sound persuasive and consistent with those expressed by others. The standards 
of tax equity applied by the author, however, appear much more arbitrary, and 
probably would not be widely accepted either in this country or in Britain. 
Likewise, the author’s excursions into side questions, such as her discussion of 
the international factors which affect British taxation policy, contain judg- 
ments which this reviewer believes to be of questionable validity. 

Perhaps the most interesting feature of the book for American readers is 
the contrast between Lady Rhys-Williams’ view on the British incentives 
and the evidence as to work and savings iricentives in this country. Studies 
of the American scene indicate that no such deterioration has occurred as 
Lady Rhys-Williams believes to have taken place in Britain. 

J. Kerru BUTTERS 

Harvard University 
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The Taxation of Corporate Income in Canada. By J. RICHARDS PETRIE., 
(Toronto: University of Toronto Press. 1952. Pp. xviii, 380. $7.50.) 

Dr. Petrie's study is one of a series of volumes on taxation in Canada, 
Sponsored by the Canadian Tax Foundation. After an introductory chapter in 
which the author makes it clear that taxation, in his view, is an improper 
instrument for social and economic control and presents the major conclusions 
drawn from his analysis of the corporate income tax, there is an interesting 
and informative review of the history and development of the application of 
this tax in Canada. Succeeding chapters deal with the rationale of the taxa- 
tion of corporate income, its incidence and economic effects, problems related 
to the treatment of business losses and the valuation of assets, and the 
integration of the corporate and personal incomé taxes. Petrie concludes with 
a description and evaluation of Canada's efforts to restrain inflation in part 
through the use of deferred depreciation of new nondefense-related private 
investment. 

Petrie agrees with the "traditional" view that a business profits tax, since 

. it “does not enter as a cost of production in any usual sense of the word" (p. 
128), is not shifted. Unfortunately much of the supporting reasoning is based 
on the concept of the “marginal firm" and its rôle in the market, rather than 
upon marginal output. The statement made in the course of the analysis that, 
“Tf, during a given period, demand and costs remain constant, the only factor. . 
that can change price is a change in supply" (p. 126), leaves one wondering 
about the nature of a supply schedule that is capable of shifting independently 
of costs! gt : 

There is, apparently, some uneasiness in the author's mind at this point, for 
he suggests, quite without explicit reference to oligopoly or administered 
prices, that “In a strong sellers’ market the tax is undoubtedly shifted in many 
cases” (p. 143). Thus if there is excess demand at the prevailing price, that 
price may rise. But it does not follow that this will occur only if the corporate 
income tax rate is raised; even if the rise in the tax rate is a necessary con- 
dition for the price increase, this does not necessarily constitute “shifting” 
in any really meaningful sense. 

A wide range of topics is discussed under the heading of economic effects. 
These include the problem of double taxation and the effects of the corporate 
income tax on saving and investment, distribution of earnings, corporate 
financing, the choice of business organization, prices in the long run, and small 
business and new enterprises. Only occasionally are definitive conclusions 
drawn, for the data required for adequate analysis are generally not available. 

There is, however, one conclusion that must be seriously questioned. Petrie 
cites data for the years 1938 to 1950 to “prove” that the higher the effective 
tax rate, the higher will be the proportion of corporate profits after taxes 
that will be retained (p. 162). This reviewer found the coefficient of correla- 
tion between the tax rate and the percentage of after-tax profits retained to be : 
significant and equal to .61. But the examination of the data (p. 160) reveals 
that the percentage of profits retained also tends to vary closely with the 
amoun: of profits after taxes. The latter continued to increase as tax rates 
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were raised, resulting in what appears to be covariance rather than correlation 
between tax rates and corporate retentions. The data reveal too that while 
undistributed profits as a percentage of profits after taxes moved in a direc- 
tion opposite to that of the tax rate for five of the thirteen years, it changed 
in the same direction as the amount of Profits after tax in all but three of 
those years. 

In the absence of graduated rates the eba of averaging for corporate 
income tax purposes is relatively simple and, in "Petrie’s view, should be 
solved by permitting a limited carry-back and, logically, unlimited carry- 
forward of losses. In the case of corporations whose shares are actively 
traded, however, there is much to be said for letting “bygones be bygones,” to 
use Simons’ phrase on this*point. There is always the prospect that the 
stockholders in profitable years may not be the ones who owned the shares 
when the losses were incurred, in which case one must ask what manner of 
equity this rough averaging achieves. 

Petrie believes that methods of inventory valuation and tke timing of 
depreciation properly belong within the jurisdiction of corporate management. 
Cases of fraud are, of course, the proper concern of the tax admiristrator, but 
beyond that there seems little to gain and perhaps much to be lost through 
the use of bureaucratically established procedures. The argumert for basing 
depreciation charges on replacement costs is well disposed of. Those are 
charges which are designed solely for the purpose of enabling the historical 
capital cost of a depreciable asset to be amortized out of income (p. 237). 
Any other approach is suspect and involves spurious reasoning. 

In the interests of equity Petrie is compelled to discuss integration of the 
corporate and personal income taxes, a problem that is particulerly acute in 
Canada because of the absence of a tax on capital gains. The only complete 
and logically satisfactory plan would call for elimination of the tax on cor- 
porate income as such and the taxing to the shareholder of his aliquot portion 
of corporate profits. "Practical" difficulties, however, preclude total integra- 
tion, in the author's view, and thus make it necessary to adopt some compro- 
mise plan. After rejecting the various well-known proposals, however, he fails 
to offer any specific solution, and the reader is left with the impression that a 
long chapter has accomplished nothing save another reviewing of the pros 
and cons relating to these proposals. 

For the American reader familiar with the general literature on the cor- 
porate income tax the most interesting and useful part of the book is the 
discussion of Canadian practice in this revenue field in Chepter 2 and 
scatteringly throughout the book. Canada has been willing, particularly in 
recent years, to adopt innovations which, although they do not always appear 
to represent wise or equitable procedures, indicate recognition by the gov- 
ernment of the principal shortcomings and undesirable effects of the tax and a 
disposition to alleviate them. 

Harvey E. BRAZER 

Wayne University 


14. C. Simons, Federal Tax Reform (Chicago, 1950), p. 22. 
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International Economics 


Economic Planning for the Peace. By E. F. Penrose. (Princeton: Princeton 
University Press. 1953. Pp. xiv, 384. $7.50.) 


One of the unprecedented phenomena of World War II was the scale of 
the activity that was carried on in Washington, London, and Ottawa in pre- 
paring for the peace while the war was still in progress. Before hostilities 
ceased not only had the Charter of the United Nations been negotiated, but 
international conferences at Hot Springs, Bretton Woods and Atlantic City 
had launched or laid the foundations for international cooperation in the fields 
of agriculture, international monetary and financial affairs, and relief and 
rehabilitation. By the end of 1945 the proposalseon world trade and employ- 
ment had been put forward, the British loan had been negotiated and large 
numbers of blueprints existed in various stages of completion for the terms of 
peace treaties, the treatment of ex-enemy countries and the restoration of 
liberated countries. Professor Penrose’s volume is an account of large segments 
of these activities between 1941 and early 1947 as seen from London by one 
who participated in many of them. Its focus is an attempt to determine why 
and where the effort went awry, especially why despite all the planning, 
“economic disaster came early in Germany and was narrowly averted in 1947 
and 1948 in the rest of Europe” (p. 3). 

The search for the answer to this question is the unifying thread which ties 
together what are otherwise two quite dissimilar parts of the study. The first 
half of the volume is an account of the planning that went on during the war 
and is concerned with the long-range plans in the fields of financial and com- 
mercial policy, food and agriculture, and commodity policy as well as with the 
very short-range activities in the field of relief. The second half of the study 
is mainly concerned with policies toward Germany in the first two post- 
hostilities years, followed by two chapters on the problems and policies con- 
nected with the reconstruction of Western Europe from the Anglo-American 
loan ta the eve of the Marshall Plan. The author was intimately and con- 
tinuously associated with at least some aspects of all of the facets of postwar 
policy planning covered in the first half of the volume; apparently his con- 
nection with the events after 1945 was less close. It is presumably for this 
reason that the two parts of the study differ greatly in the mode of treatment 
of the subject matter. The first part is largely in the nature of personal memoirs 
and observations whereas the latter hal? is a more rounded account on the 
basis of publicly available documents. In these circumstances it is natural that 
the earlier chapters should be more spotty and less satisfactory as a complete 
account of the development of policy. It may also be the reason why the second 
part of the study conforms more consistently than does the first to the im- 
pressions of one who saw most of these developments from the Washington 
end. Nevertheless it is the first part of the volume which, although weak in its 
treatment and comprehension of the substantive issues, will probably be of the 
greatest value to the students of postwar economic policy because of the many 
hitherto unpublished incidents of discussions between American and British 
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officials which are here recorded. When the account ventures beyond the 
London scene into an interpretation of contemporaneous develooments in 
Washington the reader will want to keep in mind the ee own warning 
that this history still remains to be written. 
It is now ten years since the first of the international donde concluded 
at Hot Springs its efforts to lay the basis for a viable and expanding world 
economy. Clearly the early realization of the objectives, so bravely stated 
there and subsequently, has in large measure been frustrated. Is this because 
unpredictable events have overwhelmed us? Was good planning nullified by 
failures of execution? Or was the planning itself basically ill-conceived and 
misdirected? On these, as on a host of extraneous matters ranging from the 
use of the atomic bomb to,problems of negotiating with the Russians, the 
author's views are expressed with vigor and frequently in highly subjective. 
and controversial terms. The text bristles with expletives such as “ex- 
traordinary ignorance," “irresponsible,” “careless,” etc. In genera:, it is his 
conclusion that, especially on the Americaa side, the failures must be ascribed 
to the planning and to domestic politics. 
The main elements in this conclusion may be summarized as follows: (1) 
There was too much emphasis on the establishment of long-run expansion and 
equilibrium and not enough on short-run and transitional preblems which 
might necessitate policies quite antithetical to long-run objectives. (2) It was 
a mistake to separate long-range from short-run functions in international 
` organizations; for example, relief and economic aid should have been ad- 
ministered through the International Monetary Fund and the International 
Bank and the resources of these institutions made adequate for the purpose. 

` (3) There was insufficient appreciation in Washington of the magnitude of the 
task ‘of restoring economic health in Europe. (4) “Planning was frustrated by 
perversity and stupidity in Washington, especially in the Congress. (5) With 
respect to Germany, malice and ill-will in the Treasury and the Pentagon de- 
layed action and almost led to disaster. 

There will undoubtedly be a large measure of agreement on many of these 
conclusions. There will be less agreement on the extremes to which some of 
these conclusions are pushed and on some of the interpretations and evidence 
which are supposed to support the findings. This reviewer would be inclined 
to dispute the second and fourth of the conclusions and particularly to doubt 
the correctness of many of the interpretations leading to them.. 

It may have been unwise to separate the needs of relief and reccnstruction 

‘from longer-range functions in international institutions. V/hatever the 
wisdom, however, the author is quite incorrect in attributing this separation 
principally to a process of attrition and political compromise. Here as else- 
where throughout the volume, Penrose has a propensity for attributing de- 
cisions which were unpalatable to him to the perversity of the Washington 
political scene, to “political considerations,” and to the form of the United 
States government, “which gives so many opportunities for irresponsible ob- 
struction and consistently weights the scale in favor of conservatism” (p. 46). 
That interdepartmental coordination left much to be desired and that the 


` 


BOOK. REVIEWS 971 


problems of securing Congressional assent were difficult and omnipresent will 
be confirmed by a host of civil servants. But it should also be recognized, as 
the author in his impatience does not, that the American people were emo- 
tionally ill-prepared for the responsibilities that were being thrust upon them 
and that the remarkable aspect of the record is that so much was approved, 
not that some proposals had to be foregone or modified. It is also of interest 
that what is viewed as obstruction in the United States apparently becomes 
virtue abroad; one can search the volume in vain for any recognition of the 
difficulties created by the British government's obsession with full employment 
policy. Perhaps the author’s impatience stems in part from his disagreement 
with the orientation of American planning toward a freely operating and 
basically private economy, whereas his own hope for the post-war was an 
“economic order . . . developing fitfully ... toward greater cooperation, public 
control, and public enterprise...” (p. 101). 

It is also possible to agree that there may have been errors of attempting 
too much precision in drafting such codes of international economic behavior 
as the charters of the International Trade Organization and the International 
Monetary Fund. Simpler and broader rules might have made the codes more 
flexible and workable. But the study overlooks the fact that the complicated 
exceptions arose in most cases not from the American side, but as concessions 
‘to get as nearly universal acceptance as possible, rather than to create ex- 
clusive clubs of a few nations. Whatever the merits of this case, one need not 
be driven to the author’s extreme position that the ideal form of international 
agreement is to be found in the platitudinous resolutions of the Hot Springs 
Conference on Food and Agriculture. On that basis agreement is always possi- 
ble but it is open to grave doubt how significant or effective such agreement is. 

As indicated above, the five chapters on the disastrous effects of the Mor- ' 
genthau Plan on Germany and the internal contradictions of the basic 
directive to the occupying forces (JCS 1067) are the most satisfactory and 
comprehensive portion of the volume. Even so, some of the implicit assump- 
tions and conclusions are open to qualification. Many of the policies toward 
` Germany which were designed to prevent that country from again becoming a 
threat to the peace and to insure that the occupation should not at the outset 
have the welfare of the German people unduly at heart as compared to the 
position oi the populations of the neighboring liberated countries were shared 
by many who dissented from the vengeful motives of the Morgenthau Plan. 
'The account seems also to be unaware of Washington studies on reparation 
policy as early as 1943 which were very similar to those presented by Keynes 
which are noted in the volume. It is also open to question whether the German 
policy dealt a severe blow-to the willingness of the U.S.S.R. to cooperate with 
the United States and the United Kingdom. 

The general paucity of dates in the text is likely to prove confusing to many 
readers since events are treated topically rather than chronologically. It will 
also be regretted that there is no documentation of the major part of the 
narrative, possibly because most of the underlying documents are still classified 
in government archives. Without access to documents formerly in his files, the 
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reviewer is reluctant to cite numerous instances of fact and of interpretation 
on which his memory differs from the account set down here. Many a civil 
servant will be bemused, however, by the information that the proposals for an 
international trade charter had their origins in a memorandum by James 
Meade in the War Cabinet Secretariat in the latter part of 1942. They may 
also be astonished to learn that British officials were being informed that the 
United States was not seriously affected by imperial preferences but that our 
concern lay with the adverse effect of preferential systems on small and poor 
countries. 

In addition to its other merits, this volume will serve a most useful purpose 
if it should stimulate the publication of complementary studies from different 
points of vantage before memories grow dim, since much thet was significant 
was never committed to official paper. 

Leroy D. STINEBOWER 

Manhasset, N.Y. i 


International Trade and Economic Development. By Jacos VINER. Lectures 
delivered at the National University of Brazil in 1950. (Glencoe, 
Il.: The Free Press. 1952. Pp. 154. $2.75.) 


The small book contains six lectures which Professor Viner gave at the 
Getulio Vargas Foundation of the National University of Brazil in the 
summer of 1950. The subjects of the lectures are, with one exception, in the, 
field in which Professor Viner has made many lasting contributions, i.e., the 
theory of international trade and the practice of commercial policy. The first 
lecture, on the classical theory of international trade and presert-day prob- 
lems, is in part a comparison of the world and the world of ideas in which 
Ricardo and his contemporaries and successors formulated their theorems, and 
the present where the “cosmopolitan approach" of the classics no longer ap- 
plies because today the conflict of economic interest between nations is taken 
for granted, and because economic policy can no longer be consicered without 
express regard for strategic or security implications. This does not, however, 
invalidate the findings of the classics for their time; but it does call for their 
“adaptation to the new. circumstances if not for outright rejection." The 
“new circumstances" mentioned are the decline of effective competition, the 
growth of central planning on a national scale, the establishment of new 
international institutions, the disappearance of the gold standard, and the 
increase in trade barriers through quotas, licenses, exchange controls, etc. 

The next four lectures explore some of these "new circumstarces," partly. 
to deplore their emergence, and partly to show that they are not so important 
as to invalidate the classical doctrines. 

Thus, Chapter 2 is a strong—if not to say, ill-tempered—attack on Metzler's 
exposition of the “new” theory of international trade in Metzler's chapter in 
the Survey of Contemporary Economics, Vol. I, based on the contentions that 
(a) the efficacy of the monetary mechanism has been underrated by "the 
Keynesians"; and (b) “true” price elasticities of demand are not 2s low as 


some empirical investigations have suggested. Chapter 3, entitled “Gains 
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from Foreign Trade," elaborates on the proposition that industrialization is 
not identical with economic development and that high income and welfare 
can be derived from agricultural pursuits. The fourth lecture comments on 
the relationship between monetary and fiscal policies on the one hand, and 
balance-of-payments problems on the other. It concludes that balance-of-pay- 
ment pressures are inevitable wherever national economic policies “are de- 
signed to produce or inevitably involve inflation” and that under such condi- 
tions direct trade controls are likely to be the first and last resort for dealing 
with balance-of-payments deficits. 

Chapter 5 deals with the influence of national economic planning on com- 
mercial policy and comes to the (not very startling) conclusion that “every 
internal direct control which has appreciable indirect influence on the course - 
of foreign trade tends to make necessary a related direct control in the foreign 
trade field.” It also comments on the International Trade Organization charter 
and the impossibility of devising rational principles governing trade relations 
between controlled and free countries, on the International Monetary Fund 
charter and its recognition of the sovereign “right to inflate,” and on the 
difficulty of solving—‘when the world at large has ceased to engage in system- 
atic . . . inflation"—the problem of business cycles and their international 
transmission. In this connection, Viner voices objections against an inter- 
national code of behavior to be applicable indiscriminately to all countries, 
and indicetes his preference for an “international employment stabilization 
fund endowed with large resources in national currencies, and with a mandate 
to use these funds in making loans on a counter-cyclical pattern.” 

The last chapter, entitled “The Economics of Development,” first struggles 
with tke problem of defining the concept of “underdevelopment”—somewhat 
unnecessarily, it seems to this reviewer—and suggests that the reduction of 
mass poverty be made a crucial test of the realization of economic develop- 
ment. (I fail to see, however, why Viner believes himself to be in disagreement 
on this point with “the whole body of literature in the field.”) He then lists 
the obstacles to economic development as (a) low productivity functions— 
caused by an unfavorable physical environment, illiteracy and low health 
standards, and lack of technical education; (b) scarcity of capital caused by 
a low propensity to save, and the limited availability of foreign capital; 
(c) the hindrances to international trade; and (d) rapid population growth. 

The chapter and the book conclude with the rather pessimistic observation 
that even with the “utmost help from these external factors which there is 
any reasonable ground to expect,” the problem of development will not be 
solved unless the underdeveloped countries undertake a “sound, large-scale 
and persistent attack on the basic internal causes of mass poverty.” 

Viner’s lectures are a cornucopia of pertinent observations on a host of 
issues, although they are somewhat loosely joined together. Nevertheless, this 
reviewer cannot help expressing his personal regret that Viner has missed the 
. opportunity to make a major contribution to the “economics of development.” 
Most of his remarks and observations are peripheral to the hard core of the 
practical problems of economic development as they exist nowadays. The 
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problem of the relationship between economic development endeavors—this 
sound and persistent attack on mass poverty which Viner wants—and the 
balance of payments can be put, I believe, very simply; given (a) an agree- 
ment that it is in the interest of the world as a whole, or, at any rate, of the 
free world, that the per capita income of underdeveloped countries should 
rise at a faster rate than that of advanced countries—in order to bring about 
a decrease in the difference of per capita income and welfare between 
countries; (b) the empirically verified, or at least verifiable, fact that the in- 
come elasticity of demand for crude materials and foodstuffs wh:ch make up 
the bulk of the exports of underdeveloped countries is unity or less; and (c) 
the equally verified, or verifiable, fact that the income elasticity of the demand 
for imported capital and consumer goods in underdeveloped countries is at 
least unity—the problem arises: what mechanism of adjustment can be made 
operative, and what policies should be pursued by underdeveloped countries 
in order to maintain (or obtain) balance-of-payments equilibrium? Is an 
automatic adjustment possible which will not run counter to stipulation (a)? 


Unfortunately, Viner did not address himself to this problem and the prob- ` 


lems of fiscal, monetary, exchange, and commercial policies which pertain to it. 
Jonn H. ADLER 
International Bank For 
Reconstruction and Development 


A Geometry of International Trade. By J. E. Mzapz. (London: George Allen 
and Unwin, Ltd. New York: Macmillan. 1952. Pp. 112. $5.02.) 


'This is the latest in a series of monographs that mark Professor Meade's 
progress in his resolute march through the whole realm of international trade 
theory and policy. So far Volume I of The Theory of International Economic 
Policy has appeared under the title Tke Balance of Payments (see this Review, 
March 1952), along with a separate Mathematical Supplement. The present 
work is in the field of international trade proper as defined by classical and neo- 
classical writers, and is in the nature of a geometrical preface to the promised 
Volume II of The Theory of International Economic Policy. 

This is a book for specialists in international trade: it presumes not only 
some general knowledge of “offer curves and all that," but some fairly 
sophisticated notions of what is wrong with them. 

Allowing for the discontinuity between “no trade" and “some trade," 
offer curve with welfare content for a two-country, two-product world can be 
derived under constant or decreasing costs directly from a family of com- 
munity-indifference curves. The problem is to do the same thing under in- 
creasing costs, where partial rather than complete specialization is the rule, 
and product quantities vary continuously along a production-opportunity 
relationship with every variation in trade. 

Meade solves this problem with the help of a constructicn called the 
“trade-indifference curve.” A “production block,” representing the production 
possibilities in one of the, trading countries, is ‘allowed to slide along a con- 
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sumption-indifference curve in such a way that the production and consumption 
indifference curves maintain tangency, and the axes of the production-indif- 
ference curve remain parallel to the corresponding axes of the consumption- 
indifference map. The trade-indifference curve is traced in the adjoining 
quadrant by the corner, or “origin end,” of the production block. There 
is, of course, such a trade-indifference curve for each consumption-indiffer- 
ence curve. The slope of the trade-indifference curve at any point is the 
same as the slope of the "corresponding" consumption-indifference curve at the 
“corresponding” point, which in turn is equal to the slope of the (tangential) 
production-indifference curve at the same “corresponding” point. Hence an offer 
curve may be derived from the trade-indifference map by rotating a price line; 
the locus of the points of tangency between the price lines and the trade- 
indifference curves will be the offer curve corresponding to the given cost and 
preference conditions. 

Meade applies the same method, by way of digression, to derive offer curves 
under constant and decreasing costs, thus subsuming these as special cases. 
The final results do not differ from standard procedure except that, if we 
assume partial specialization under decreasing costs (unstable except where 
due to great disparity in the size of the trading nations), his method shows 
us some interesting possibilities of multiple equilibrium. 

The purpose of the book is explicitly restricted to pure geometrical repre- 
sentation with no attempt to apply the geometry to the solution of economic 
problems. Nevertheless, the main interest of the book to many readers will 
lie in its use of the offer curves to represent certain trading situations which, by ' 
their very names, are at least reminiscent.of major problems in international 
trade theory and policy. These situations include equilibrium and deficit 
under free trade; equilibrium under various systems of duties and subsidies; 
and manipulation to achieve certain welfare goals, nationalist and cosmo- 
politan. 

In addition to its direct contribution to foreign-trade geometry Meade's 
book supplies a useful diagrammatic background for graduate and advanced 
undergraduate teaching. The undergraduate, especially, will regard the fifty- 
one diagrams with misgiving; but, by rigorous selection, six or eight might be 
chosen as minimum equipment and used with advantage in classroom work. 

Donatp B. Marsa 

McGill University 


Instability in Export Markets of Under-Developed Countries. Study prepared 
by the United Nations Department of Economic Affairs. (New York: 
Columbia University Press. 1952. Pp. vii, 94. $1.00.) 

It has lorg been known that underdeveloped countries, because of their 
heavy dependence upon the export of raw materials and upon the import of 
manufactured goods, are highly sensitive to fluctuations in world markets 
and are subject to wide swings in their terms of trade. The resulting ups and 
downs in their balances of payments, which tend to be aggravated by cyclical 
swings in the inflow of foreign capital, have not only subjected the economies 
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of underdeveloped countries to substantial fluctuations in incomes, but have 
also made it exceedingly difficult for them to maintain a steady rate of de- 
velopment expenditures at home. 

Although this situation has been commented upon in numerous publications 
and official reports, few, if any, systematic attempts have as yet been made 
to measure, in comparative fashion, the magnitude of these balance-of-pay- 
ments swings. Consequently, this United Nations report fills a long-standing 
gap in our statistical information. Eschewing analysis or policy recommenda- 
tions is almost purely statistical; but within its narrowly defined limits it is 
exhaustive, and will be a useful source of information for specialists in this field. 

More specifically, it provides answers, and does so with painstaking 
thoroughness, to.the following questions: How large are fluctuations in prices, 
volume, and proceeds of exports of underdeveloped countries, classifying 
these fluctuations as year-to-year, cyclical, and long-term? What is the con- 
nection between fluctuations in prices, in volume, and in proceeds? What are 
the relations, if any, in these countries between variations in export proceeds 
and cepital imports? 

As might be expected, the fluctuations are impressive. For 25 representative . 
commodities the within-year price fluctuations over the last half century 
average close to 27 per cent, the year-to-year close to 14 per cent, the cyclical 
about. 13 per cent per annum, and long-term about 434 per cent per annum. 

A surprising conclusion is ‘that price fluctuations are not the major factor 
in the instability of export proceeds; on the whole, the volume of exports has 
fluctuated even more than the price, both in respect to cyclical? and long-term 
variations, averaging close to 19 per cent and 17 per cent respectively. For all 
types of fluctuations—year-to-year, cyclical, and long-term-—ezport proceeds 
have wider swings. than either those in price or volume alone, indicating that 
changes in volume do not offset those in price. Indeed, year-to-year fluctuations 
in volume are often more than twice as high as in price and, therefore, result 
in instability of export proceeds even when fluctuations in volume and in 
price are in opposite directions. 

The lack of any general relation between the direction of price changes and 
that of volume changes arises from the grouping together of food and industrial 
raw materials. Once these groups are separated, we find that food changes in 
price and volume tend to move in opposite directions, indiceting—but un- 
certainly, as the tendency is weak—the predominance of changes in supply 
as the causal factor. For industrial raw materials, however, Juctuations in 
price and volume generaly move togther, suggesting that here changes in 
demand may be the important factor. 

1 Attention might be called in particular to the two well-known studies of the United 
Nations, Measures for the Economic Development of Under-Developed Countries (May 
1951, and Measures for International Economic Stability (November 1931). 


2It might have been well to insert a footnote explaining why, in the trend from which 
cyclical deviations are measured, a seven-year moving average was used when the price 
and volume cycles averaged about four years. If the cycles were too irregular for a four- 
year moving average, might not a mathematical curve have been more suitable? 
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Since the purpose of the study was to investigate the ability of under- 
developed countries to obtain foreign exchange, it was necessary to obtain data 
on capital movements and invisible earnings. Before 1939, receipts from long- 
term gross capital imports averaged about 10 per cent of the value of export 
receipts. Over the same period invisible earnings averaged between 1 per cent 
and 3 per cent. In the postwar period invisible earnings increased somewhat 
Decause of tourist expenditure, but long-term international investment was 
generally lower. However, for the half century as a whole, not only did capital 
movements and invisible earnings fail to compensate for the instability of 
export proceeds, but they fluctuated more than three times as much as export 
proceeds and, as might be expected, generally fluctuated in the same direction, 
thereby aggravating the instability of receipts of foreign exchange. 

It is only to be expected that the authors were sometimes handicapped by 
the absence of certain data, and to that extent they had to trim the statistics 
to the available material. One wonders if this situation was responsible for 
comparing the within-year? fluctuations for prices only; or for South Africa, 
New Zealand, and Australia being—surprisingly enough—entered as under- 
developed countries for the first time in the last chapter (which is concerned 
with a comparison between export proceeds and capital movements), while 
many of the underdeveloped countries included in previous chapters are now 
left out. And is it entirely responsible for a succession of tables in which the 
number of countries, the number of commodities, and to a lesser degree, the 
number of years are almost invariably different? At any rate, the utmost in 
attentiveness is required of the reader, whose task is made no easier by the 
complete absence of any visual representation. 

Though it is unfair to criticize a work for not going beyond its explicit terms 
of inquiry, it is not irrelevant to discuss the usefulness of the inquiry in its 
present form. We have mentioned the specific questions this report endeavors 
to answer. It may be doubted, however, if many would think to ask these 
questions in quite so restricted a manner. The report is assuredly of value 
when supplemented by some additional data. Standing alone, it falls short of 
what is necessary to convey a complete picture. For large fluctuations in ex- 
ports assume importance only as exports become a significant proportion of 
national income, and of this desideratum there is nothing in the report. A 
brief comparison, between underdeveloped and other countries, of the magni- 
tude of the export fluctuations, and of the ratio of exports to national i income, 
would have been a useful addition. 

Another question in this connection is what is the proportion of the total 
crop, or of the total output of materials, which is exported by the various 
countries? Does the proportion exported vary according to the price: for 
example, will a low price induce producers of some crop to retain a larger part 


*Within-year fluctuations are not necessarily coincident with seasonal variations. The 
percentage within-year fluctuation is the difference between the highest and lowest price 
in the year expressed as a percentage of the highest price (in this study every change is ex- 
pressed as a percentage of the higher price). 
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for their own use or consumption, in this way alleviating the hardship oc- 
casioned by their reduced money incomes? 

Of course; it may well be that in all these countries the proportion of total 
output exported is large and that exports are a large and constant proportion : 
of national income, and that these facts are known to anyone having a rudi- 
mentary acquaintance with underdeveloped countries. Yet it would require 
little extra labor to have provided data such as these to enable tha interested 
“outsider” to form a more balanced appreciation ofthe impact on these weaker 
economies of the strain of large fluctuations. 

Though the report engages in hardly any analysis and maxes no recom- 
mendations, there can be little doubt that the authors are of the opinion that 
fluctuations are a decided apstacle in the development of these countries. With- 
out opposing this view one can see how the desire to bring these important facts 
to the attention of the public may have led them, inadvertently, to take 
occasionally a rather odd position, 

For example, in an introductory paragraph we , read that: “A degree of 
fluctuation such as that indicated by this study threatens underdeveloped — 
countries with inflation in both prosperity and depression. During recessions, 
reduction in export proceeds and balance of payments deficits encourage the 
devaluation of currencies or restriction of imports; both measures may in- 
crease inflationary pressure on prices. Conversely, the money income of 
exporters may expand so rapidly in times of increased demand that domestic 
controls become inadequate to prevent :nilation. . 

Surely this is making the worst of both worlds! If during a recession an 
import surplus ensues, the result may be an internal deflation. This would be 
symmetrical with a resulting inflation when the country has an export surplus. 
On tae other hand, if, for argument’s sake, we allow the country with an import 
surplus to devalue its currency (or restrict imports), thereby courting inflation, 
we must, by the same logic, allow that if it revalues its currency (or removes 
import restrictions) when the value of exports expands, it exerts a deflationary 
pressure. There may, of course, be factors which render a symmetrical analysis 
of this sort inapplicable for many of the underdeveloped countries. If so, it 
would be more convincing to indicate their nature at this juncture rather than 
to lean so heavily on the indulgence of the sympathetic reader. 

On page 20, after telling us that there were continuous long-term trends 

. resulting in total changes in commodity prices which were greater than 
the normal total cyclical amplitude," we meet with the remark “clearly in re- 
spect of long-term projects or long-term planning, a steady and persistent 
adverse long-term trend can be just as cestructive of stability as shorter-term 
fluctuations." Now this opinion, as it stands, is not easily acceptable. The con- 
cern with stability per se can be taken tco far. After all, there is a presumption 
that the price mechanism has a rôle to fulfil in the economy: and though a good 
case can be made for reducing short-term fluctuations, it is uscally made with 
a proviso that long-term trends should be allowed to prevail. 

The attempt in Chapter 5 to impute the respective contributions of price 
variation and volume variation to variations in export proceeds may be a 
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neat way of summarizing the main results of previous chapters, but we must 
be aware of slipping into unwarranted inferences. To illustrate, on page 62 
there is the following paragraph: “Price stabilization alone, without stabiliza- 
tion in volume, would, therefore, have reduced the cyclical instability of pro- 
ceeds by only 34. Similarly, stabilization in volume, without price stabilization, 
would have reduced the cyclical instability of proceeds by only 14. In both 
cases, other things being equal, the major part of existing cyclical instability 
would have remained in spite of such partial stabilization.” 

From the observation that partial stabilization is inadequate, we may 
unthinkinglv draw the conclusion that stabilization of both price and volume 
is required. But in some cases, where changes in supply are largely responsible 
for fluctuation in export proceeds, stabilization mày be effectively increased, 
not by adding volume;stabilization to price stabilization, but by removing 
price stabilization entirely. This is at once recognizable in the limiting case of : 
an import elasticity of demand equal to unity. 

But, after all criticisms have been made—and manv of them are really in 
the nature of a request that the scope of the report be enlarged—anything 
said, or left unsaid, should not be allowed to detract from what, by any 
standards, is a solid achievement in applied statistics. 

E. J. Misxan 
Federal Reserve Bank of New York 


Ausgleichsgesetze der Amerikanischen Zchlungsbilane. By Jiro NigHANS. 
(Berne: A. Francke. 1951. Pp. x, 173. Sw. fr. 9.50.) 

The author attempts to make general price theory the basis of quantitative 
forecasting in the field of international economics. In particular, he wants to 
find some “economic laws" to explain the movements leading to an equilibrium 
'in the U.S. balance of payments. In the first, theoretical, part of his book he 
defines “equilibrium” and “disequilibrium” in the balance of payments as 
absence or presence of divergencies between intended and actual international 
transactions. He divides equilibrating movements into “visible” and “invisi- 
ble" ones (depending upon the possibility of actual verification in balance of 
payments statistics), subdividing the “visible” movements into “monetary” 
and "administrative" ones (depending upon their effects on “freedom” of 
private international market transactions). Finally, he distinguishes primary, 
secondary, and tertiary consequences of equilibrating movements. The first 
category includes effects on prices and quantities of goods and services enter- 
ing international transactions and depends mainly on the price elasticity of 
demand for these goods and services. The second includes effects of primary 
changes on incomes as well as on prices and quantities of other goods and 
services. The third includes effects of primary and secondary changes on the 
future decisions of producers and consumers. 

In the second, quantitative, part of the book, the author tries to estimate 
price elasticities for U. S. imports and for U. S. foreign travel expenditures, 
primarily on the basis of data covering the period from the middle of 1947 to 
the beginning of 1949. He analyzes 18 commodity groups, which accounted in 
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1948 for 46 per cent of all U. S. imports, comparing in most cases the volume 
of imports with the relation between domestic and import prices. He comes to 
the conclusion that about half of the goods have a short-run elasticity of less 
than unity, and about one-fourth an elasticity of more than unity while the 
elasticity of the rest is either unity or indeterminate; however, almost two- 
thirds of the goods have a long-run elasticity equal to or greater than unity. 
The author also elas that foreign travel has an elasticity of more than 
unity. 

Analyzing the seid between imports and exports as well as between 
imports and national income, and observing the modest róle of foreign ex- 
change in the U. S. banking system, the author finds that changes in U. S. 
imports have negligible seébndary and very small tertiary consequences. The 
net effects of changes in U. S. imports are therefore virtually identical with 
their primary consequences and thus determined by the price elasticity of 
demand for the affected goods and services. For this reason, the trading part- 
ners of the United States can hope to raise their total dollar earnings only 
by means of selective rather than indiscriminate reductions in the prices of 
their export goods (or even in U. S. tariff duties). The author advises the 
European countries to concentrate on technological progress so as to be able 
to export “newly invented" goods to the United States. 

'The author performs a useful service by applying good old-fashioned price 
analysis to the most pressing problem of modern international economic theory 
and policy, and his conclusions conform to common sense. However, the sta- 
tistical basis of the study is far too narrow to furnish conclusive evidence for 
his estimates of price elasticities and thus for the validity of his practical 
conclusions. Nevertheless, in a world which abounds in facile zeneralizations 
on the future of the U. S. balance of payments, it is refreshing to encounter a 
conscientious attempt to bring the discussion back into the confines of scien- 
tific method and quantitative measurement. 

Z. H. FURTH 

Waskington, D.C. 


International Economics. By CHARLES P. KINDLEBERGER. (Homewood, Illi- 
nois: Richard D. Irwin. 1953. Pp. xx, 543. $6.00.) 


This comprehensive work integrates tae newer developments in the theory 
of international trade and finance with standard classical doctrine in so far 
as the state of our knowledge permits. It employs the analytica. approach and 
consistently applies theoretical tools to the problems of the real world. De- 
scriptive material on bills of exchange, gold standard, etc., has been held to a 
minimum and the treatment of institutions is shorter than in most textbooks. 
The style is clear and sprightly, considering the difficult ane complex nature 
of the subject matter. 

The organization is excellent. In Part I, the necessary pean dealing 
with balance of payments, foreign exchange markets and elements of the 
adjustment process are held to 75 pages. Part II covers the heart of foreign 
trade theory and its application to commercial policy. Part III deals with 
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capital movements and the process of economic development. Part IV, which 
is about ore-fifth of the book, treats the forces of disequilibrium and the 
means of adjustment. 

The two key chapters, on (1) the price mechanism and classical assump- 
tions and (2) income changes and the multiplier, include 22 diagrams and 
several tabular illustrations which will facilitate the teaching of these 
subjects. 

In addition to the customary subjects, the tariff chapter deals with the 
terms of trade, factor returns and redistribution of income. “Trade substitutes 
for factor movements. Imports reduce the scarcity of the scarce factor; exports 
lessen the redundancy of the plentiful factor. . . . More than simple redistribu- 
tion between industries is involved. . . . Labor intensive types of manufactur- 
ing—shoes, textiles, pottery, hat bodies, etc.—are the strongest proponents of 
tariff protection. Large scale manufacturing in mass-production industries, on 
the other hend, employs a predominance of the abundant factor, capital, and 
is identified with exports. As capital became more plentiful than land and . 
as the role of agriculture products in exports shrank, large scale manufactur- 
ing industry swung from protectionism to export-mindedness, and agriculture 
from free trade to protection. This explains much of the reversal in United 
States trade policy” (pp. 200-01). i 

A chapter on monopolistic discrimination and two chapters on quotas, state 
trading and exchange controls emphasize the importance of these devices in 
the worid today. Exchange controls against scarce currencies are treated rather 
fully and Frisch’s trade matrix is explained. Under certain conditions, dis- 
crimination may reduce total trade less than would proportional reductions 
in trade. The final chapter of Part II on “The Case for Free, Multilateral 
Trade” brings out the difficulty of putting Humpty-Dumpty together again. 
“The condition that every country have a balance in its international accounts 
or reserves large enough to cover its gross deficits in inconvertible currencies 
has given us an example of the fallacy of composition. Each country has to 
run the risk of losing a lot—its reserves—in order to achieve a problematical 
gain-convertibility—which accrues as much or more to others" (p. 280). The 
discussion is enriched by an all too brief evaluation of the risks of multilateral- 
ism in a dynamic world of imperfect markets. 

Almost iCO pages are devoted to capital movements, the transfer process, 
and economic development. The classical explanation of the transfer process 
is criticized and the modern theory expounded. An effort is made to cope with : 
the intricacies of the terms of trade with the conclusion that something can 
be said, but not much that is conclusive. The stages of economic development 


in relation to factor proportions and balance of payments receive the attention ` 


that seems to be warranted by interest in the problems of growth. 

The-last 130 pages (Part IV) are devoted to disequilibria and the means of 
adjustment. Here Kindleberger breaks new ground in the treatment of struc- 
tural disequilibrium at the factor level and the spending of inconvertible for- 
eign currencies on higher priced goods. This is only incidental, however, to a 
full review of the appropriate measures to correct disturbances. à 
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Cyclical disequilibrium may arise from differences (1) in the international 
timing of business fluctuations, (2) in income elasticities, and (3) in price 
elasticities. Depreciation, deflation and import controls are each regarded as 
unsuitable remedies. This leaves short-term lending. But cycliczl disequilibria 
do not balance out over the full cycle. For this reason, secula? disturbances 
must be eliminated before the International Monetary Fund can function 
effectively (p. 433). With respect to secular unbalance, Kindleberger believes 
that the International Bank and Point Four may have increased the disequi- 
librium by encouraging boldness in the ambitions and investment plans of 
young countries. 

In the early stage of national growth, planned domestic investment tends 
to exceed savings, and imports to exceed exports. Secular disequilibrium will 
arise because the import surplus tends to exceed the foreign capital available 
for financing it. With the young creditor nation, planned savings tend to exceed 
domestic investment and exports to outrun imports. To restore belance, Kin- 
dleberger tries out exchange rate adjustment, tariffs and other controls. He 
concludes that “the major remedies are deflation and borrowing in the young 
countries; maintenance of income and lending in the develaped (p. 451). 

Structural disequilibrium is the result of wars, crop failures, changes in 
techniques, taste, etc. The acute difficulty arises when the standard of living 
must be reduced. The classical medicine is to avoid inflation and depreciate 
the exchange rate. But when the dislocations are large and resources are rather 
immobile, a certain amount of inflation may facilitate the process of shifting 
resources during the period of adjustment to lower levels of living and invest- 
ment. Kindleberger believes that the planners! prescription may work in the 
early and acute stages, but as the relocation of resources gets under way, the 
liberal prescription is called for. The use of quotas will do much more harm 
in the case of structural disequilibria than in the case of Short-term cyclical 
disturbances. 

Kindleberger has carried the analysis of structural disturbances to the 
factor level. Labor is likely to be overpriced and capital underpriced. “Balance 
in the balance of payments may still be possible, but only at the cost of un- 
employed labor .`. . the income generated by the employment of the excess 
labor would spill over into imports and upset the previous adjustment" (p. 
461). The deflationary policy of the Italian government under the European 
Recovery Program has gone far towards balancing the international accounts, 
but has left structural unemployment. 

Clearly, it is desirable to equalize factor returns within the iniy but 
this is hard to achieve. Political and social as well as economic edjustments are 
required. The difficulty with the prescription of lower wages and higher in- 
terest rates “is likely to be that it will not work” (p. 465). Workers may 
prefer unemployment and it is by no means clear that business will substitute 
labor for capital at lower wages and higher interest rates. 

In a concise review of the European Recovery Plan, the author correctly 
points out that circular reasoning is involved in using balance of payments 
analysis to determine the level of American aid. He finds that the argument 
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that suppressed inflation must end in open inflation is not supported by the 
European experience. 

The concluding chapter sums up what can be done with the four disequilib- 
tia—cyclical, secular, structural goods level and structural factor level. The 
four means of adjustment are trade restrictions, capital movements, price and 
income changes. “Trade restrictions are to be avoided, capital movements can 
be regarded as a way of buying time" (p. 502). This leaves the field chiefly 
to fiscal policy and depreciation of the exchanges. 

At a highly abstract level it would seem that structural disturbances could 
be handled by price changes and cyclical and secular disturbances by fiscal and 
monetary policy. Some of the problems are that: (1) One country alone will 
have difficulty during cyclical and secular disequilibria with fiscal and mone- 
tary measures; (2) The cyclical remedy may not work unless the secular dis- 
equilibrium has been corrected; (3) The price system may correct structural 
disequilibrtum at the goods level or it may shift resources chiefly to industries 
producing for domestic consumption. In the last case, depreciation will be 
needed. 

What is most undesirable is inflation balanced by quota restrictions. The 
conclusion is that there is no one sovereign remedy. The world should work 
toward the restoration of mobility of resources, revive lending, and maintain 
fairly stable exchanges. “Cases will still occur in which trade controls are un- 
avoidable." 

The author has performed a service in bringing together the old and the 
new in the field of international economics. The relevance of theory to policy 
is demonstrated throughout the last half of the book. By infusing the analytical 
treatment vith a fair degree of realism, more questions are raised than can be 
answered. The important thing is that the tools of analysis are brought to bear 
on the problems in an orderly way. 

The annotated bibliography is extremely useful. Surely this is the way bib- 
liography should be handled in textbooks. The comments are brief but en- 
lightening and stimulate further reading. Graduate students and others who 

have been unable to keep up in the field will appreciate this feature. 

' The book, I believe, will be widely welcomed as a text. The only question is 
whether it is too difficult for undergraduates. The liberal use of diagrams is 
helpful on this score. The work probably covers too much ground for a one- 
semester course, but there should be no diificulty in omitting certain chapters. 
Duke University 
D. D. HUMPHREY 


Internationcl Economic Organizations. By C. H. ALEXANDROWICZ, Published 
under the auspices of the London Institute of World Affairs. (New York: 
Frederick A. Praeger. 1953. Pp. xii, 263. $6.00.) 

Although some of the present international economic organizations origi- 
nated in:the last century, e.g., the International Telecommunication Union 
and the Universal Postal Union, their proliferation became most evident dur- 
ing the past decade. Professor Alexandrowicz’ stády attempts a summary of 
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their internal administrative structures, as well as their main economic objec- 
tives and achievements. That this is no easy task to compress into less than 300 
pages can be seen from his list of abbreviations, covering some forty agen- 
cies, both worldwide and regional. Paticular attention is given to the gold 
standard and international cartels, representative oi privately initiated inter- 
national organization; quasi-public groups such as the International Co-opera- 
tive Alliance, the International Chamber of Commerce, and the Bank for In- 
ternational Settlements; and the Bretton Woods agencies, the International 
Trade Organization (never ratified), the International Labour Organization, 
and the U.N. Economic and Social Council, international organizations at the 
government level. 

Because of space limitations, the descriptions are hardly more than sum- 
maries, with many necessary qualifying remarks omitted. Hence the reader 
should be fairly well informed about the general economic background during 
the past 75 years in order to comprehend and assess the author's judgments, 
such as those about the gold standard mechanism. Otherwise he may get a 
somewhat distorted picture; the International Monetary Fund, for example, 
is made to appear in too unfavorable a light. 

'The order in which the agencies are treated emphasizes twc themes: the 
gradual development of the tendency tc organize internationally to cope with 
the emerging economic problems, and the increasing tendency for governments 
to play a more important rôle as the functions shifted from th» technical to 
the policy-making, private and short-term planning developing into public and 
longer-term planning. For example, the informal central bank cooperation 
within the gold standard has given way to the formal representation of 
Treasury officials on the International Monetary Fund. This frequent use of 
the pre-1914 gold standard as a yardstick makes one feel that the author's ideal 
. would be a supergovernmental agency run by international civil service experts 
according to set rules, with the “power politics” departments, such as the 
Foreign Offices, excluded, since these ere too nationally minded. 

A characteristic of the period since World War II has been the increased 
decentralization of functions among many agencies, in contrast to the greater - 
centralization within one, such as the interwar League of Naiions, or Lord 
Keynes’ proposed International Clearing Union. Part of this -he author at- 
tributes to the excessive zeal for new agencies resulting from “an inherent 
trend towards an expanding international bureaucracy.” 

Cooperation among nations depends on whether or not isolation can be 
afforded, or alternatively, whether the administering agency can force com- 
pliance through the threat of withdrawal of its services. The coal shortage en- 
abled the European Coal Organization to succeed; the lack of s:milar effective 
sanctions has weakened other agencies, e.g., the inadequacy cf the Interna- 
tional Monetary Fund’s resources relative to the size of the dollar shortage. 
(Under the gold standard the desire to maintain a fairly rigid gold value for 
the country’s currency served as the necessary sanction to kee» members “in 
line.") Hence it would be better not to have any organization than a meaning- 
less and ineffective one, for the lack of any organization would highlight the 
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fact that the problem involved was still unsettled, so that it might be tackled 
again at a later, more appropriate time. 

The author points out that in aiding underdeveloped areas, some govern- 
ment intervention is needed where private initiative will not step in; but too 
much may be just as great a hindrance to developmental cooperation as too ` 
little. In fact, world community building is hindered whenever there is gov- 
ernment intervention, even internally, for its policies as a member of an in- 
ternational organization will be designed to protect its own domestic planning, 
rather than being aimed at the broader issues. 

Unfortunately, the book has many shortcomings, which a carefully edited 
reissue could overcome. Most serious is the complete omission of the reper- 
cussions of the Korean invasion (although uncoanected post-Korean develop- 
ments like the European Payments Union are discussed). For example, the 
author does not treat the U. S. government's price controversies with the tin 
and rubber producers in his sections on those commodities. No mention is 
made of the International Materials Conference. 

The organization of the book could be improved considerably, too. Al- 
though the emphasis is on the organizational structure of each agency, there 
are many short asides—often at irrelevant places—on general principles in- 
ferred from these individual studies. Greater space than a sentence or two 
should have been allotted the interwar League-sponsored loans guaranteed by 
other than the debtor government, and the international trade union move- 
ment. Errors in style, such as the use of four different titles for the Export- 
Import Bank in Chapter 13 (e.g., United States State Bank) should also be 
corrected, as well as mistakes in several of the descriptions. 

Despite these minor defects, the book should serve as a compact introduc- 
tion to the subject, and as a guide to the reader interested in learning more 
about the agencies discussed. As the author remarks, “the interest of the inter- 
national lawyer and of the international economist coincide, as the structure 
of the organization is particularly essential for the performance. of its func- 
tions," 

EDWARD MARCUS 

Brooklyn College 


Business Administration 


City Milk Distribution, By R. G. BRESSLER, Ja. (Cambridge: Harvard Uni- 
versity Press. 1952. Pp. xii, 398. $6.00.) 


In this exceptionally interesting analysis Bressler evaluates several pro- 
posals for improving the efficiency of milk distribution. Since he considers 
only the movement of fluid milk in bottles or containers from processing plant 
to consumer, his field of study is fairly narrow. The flow of milk from farm to 
plant, distribution to consumers through restaurants and other “institutions,” 
and the marketing of other dairy products, all lie outside his subject. Geo- 
graphically, his field studies have been restricted to Connecticut, so that here 
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too the area of analysis is narrow. What he has lost in breadth, however, is 
. more than made up by the depth to which he probes. 

The general nature of the study is set when he defines efficiency as a ratio 
between input and output. Given this definition, his problem becomes one of 
finding out how the proposals to be evaluated would change the present 
input-output ratios in a number of sample markets. The unit of output taken 
is simply a quart of milk delivered to the consumer. For some purposes quarts 
delivered to the consumer’s home are treated as equivalent to quarts handed 
across the counter of a retail store; for other purposes they are defined as 
different units of output, The unit of input measured is an aggregate of cents’ 
worth of route-labor cost, route-truck cost, and processing-plant cost per 
quart of milk delivered. i: 

Nearly all the data were collected during 1940, 1941 and 1942 in the course * 
of a study of milk distribution made under Bressler’s direction at the Agricul- 
tural Experiment Station in Storrs, Connecticut. Much of the material has 
already been published in a series of short reports issued under the general 
title Efficiency of Milk Marketing. Considerable sections of the book under 
review are quoted almost verbatim from these reports. It is much more than 
a scissors-and-paste assembly, however, and should be approached as an 
essentially new and significant book. 

Bressler’s primary concern is a belief that the present mixture of competi- 
tion and monopoly has resulted in a wasteful duplication of delivery routes 
and plants, as. well as in a waste of manpower for unnecessary or even un- 
desirable competitive selling. He undertakes to measure the waste by seeing 
how much costs would be cut by each of the following methods of: reducing 
excess capacity: substitution of alternate-day for daily deliveries; rearranging 
routes so as to give each present plant an exclusive territory or a territory 
shared with only one or two other plants; converting the delivery of milk 
within a given city into a monopoly with a single plant and no duplication of 
routes, the concern to be operated either under regulations appropriate to à 
public utility or as a municipally owned and operated enterprise; and elimina- 
tion of house-to-house delivery so that all consumers must buy their milk in 
retail stores. 

In measuring the probable effects of such changes, Bressler first makes a 
detailed cost allocation. He then works out a long series of equations relating 
. cost of delivery per quart to such variables as quantity of milk delivered per 

mile of roads and’ streets in a given market; quantity delivered per mile of 
'délivery routes, including duplications; the size of a processing plant; and 
the proportion of processing-plant capacity used. In a third step the effects of 
the proposed changes upon deliveries per mile and upon plant utilization are 
computed, Finally, the equations translate these effects into costs per quart 
delivered. 

Bressler concludes that the introduction of alternate-day deliveries has al- 
ready reduced costs by 1.8 to 2.6 cents per quart in the markets studied, as 
compared with what they would be under a system of daily deliveries. Each 
of the other proposals for reorganization would reduce costs still further, the 
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maximum advantage being obtainable under a municipally owned monopoly. 
Such a monopoly would reduce costs by an additional amount ranging from 2.3 
to 4 cents a quart in the various markets. Substitution of store sales for house- 
to-house deliveries, if reinforced by a reorganization of wholesale delivery 
routes, would cut costs still further by an amount on the order of 2.4 cents a’ 
quart. From a somewhat limited field survey, it is concluded that most con- 
sumers would approve of the various changes in return for the estimated savings, 
except as regards elimination of house-to-house deliveries. 

The space here available precludes a detailed evaluation of the methods 
Bressler uses and of the conclusions to which he comes. Two precautionary 
notes must suffice: First, although the methods used in allocating costs are 
well defended, they rest upon a host of debatable assumptions, estimates, and 
judgments. Secondly, the conclusions reached cannot serve as a basis for action 
in a specific market without bringing back into account many factors elim- 
‘nated bv the definition of the problem or touched very lightly in the analysis. 

Despite these limitations the book makes an important contribution to the 
literature of marketing. It deserves wide reading, especially among those 
concerned with the statement so often made that marketing is inefficient and 
wasteful, Not only in its conclusions, but in its approach and methods, it 
marks a significant advance toward reducing that naggingly persistent ques- 
tion, *Does distribution cost too much?" to forms capable of meaningful 
measurement. 

Reavis Cox 

University of Pennsylvania 


Studies in Costing. Edited by Davin Sotomons. (odds: Sweet and Max- 
well. 1952. Pp. xii, 643. $5.05.) 

This book, a companion volume to Studies in Accounting by W. T. Baxter, 
is published on behalf of the Association of University Teachers of Account- 
ing. With the main purpose of providing supplementary readings for account- 
ing students, the editor; a member of the faculty of the London School of 
Economics, has collected what seemed to him to be the best contributions on 
cast accounting in the English language during the last twenty years. This 
reviewer believes that a number of these essays will be of value to students of 
economics, and that the book should also appeal to professional accountants 
and industrial engineers. The twenty-six articles selected are almost evenly 
divided between British and American authors and consist mainly of critical 
discussions of principles. À rough classification of the essays by authors shows 
that eight were written by economists; five by teachers of accounting; three 
each by public accountants, industrialists, and the committee on research of the 
National Association of Cost Accountants; the remaining four by engineers 
and teachers of law and history. 

"The first section contains two articles on n the history of cost accounting. The 
essay by Solomons shows how the need for cost records came with the factory 
system and the great increase in the size and complexity of modern business. 
The distinction between fixed and variable costs was recognized by both 
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economists and accountants at an early date. In the beginning, records were 
kept for material and labor costs and crude estimates for overhead were 
added. Hamilton Church made important contributions with his ideas of pro- 
duction centers, burden distribution, and a supplementary rate to take care 
of idle time. In this country, a great impetus to cost accounting came through 
the work of Frederick C. Taylor. During this early period when cost systems - 
were developing, a number of controversies took place not only as to such 
questions as overhead distribution but also as tg what cost should include. 
When the importance of normal rather than actual rates of production was 
recognized, the next logical step was the concept of a predetermined or 
planned cost. Although each decade has brought refinements in techniques, 
emphasis on different aspegts such as budgeting or distribution costs, or more 
recently the attempt to study the relation of cost to output, Solomons believes 
there is little in modern cost accounting that our fathers did not know. 

The second division consisting of five essays deals with the concepts of 
cost. As might be expected, these articles by Theodore Lang, R. C. Edwards, 
and others bring out that cost concepts are much more diverse and complex 
than is generally assumed. In spite of the early and long controversy on such 
matters as whether interest should be included in cost, there are still sub- 
stantial differences of opinion as to what constitutes cost. Also, costs cannot 
be classified into two distinct classes of fixed and variable. Even direct ma- 
terial cost at a particular time will differ according to the method of inven- 
tory used. As final costs are not known until the end of the accounting period, 
burden must be applied by the use of predetermined rates. Where there are 
multiple products, which is usually tke case, some decision must be made 
about splitting up joint costs on a logical basis, or in other cases some value 
of a by-product must be determined as a credit to the main stream of costs. 
In many instances, cost is the best estimate management can make for a cer- 
tain purpose. i 

The third section, which consists of nine articles and deals with cost as an 
instrument of planning and pricing, will be of particular interest to students 
of economics. Here will be found the excellent article on short-period price 
determination by R. A. Gordon, reprinted from the American Economic Re- 
view of June 1948, in which he reviews the Lester-Machlup controversy over 
marginal analysis. When we consider multiple products, selling costs, noncom- 
petitive markets, and imperfect knowledge of demand, the marginal cost- 
revenue approach of the average economics text is very superficial. Because 
of ignorance and uncertainty, the entire analysis becomes unrealistic. Unable 
to deal with so many variables and with a desire for a strong and secure 
financial position, the businessman may rely on average total costs rather than 
seek maximum profits by use of marginal costs. In Gordon's opinion an ex- 
planation of business decisions resting on subjective factors is not satisfactory. 
The material contained in the article by Joel Dean on the break-even analysis 
will be familiar to American readers of economic literature. Dean contrasts 
this device with the flexible budget; outlines various approaches to the data 
by statistical, accounting, and engineering methods; and shows the difficulty 
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in arriving at a satisfactory means of measuring the rate of output. Dean is 
also careful to make the reader aware of the limitations of this management 
tool. In one of these essays, W. T. Baxter develops arguments for concentrat- 
ing on prime cost, with an allowance for opportunity cost, instead of trying 
to arrive at full cost in the traditional manner. In this section, there is also 
an article on distribution costs, a subject which many believe has been neglected 
until recent years. Sections four and five are concerned with cost as a means 
of control and cost in the gervice of government. 

Although the economist may not find much new material in these essays | 
and the professional accountant or businessman may not, as a rule, be in- 
terested in topics such as the recent marginal analysis controversy, this vol- 
ume does help to bring together useful materia] about one area of actual 
business practice and the economic writings on the theory of the firm. No 
book can cover all aspects of managerial economics. As this book is concerned 
with cost, it gives only a limited approach to the much broader problem of 
showing how economic analysis can be used to formulate business policy. These 
essays contain little about demand theory or the various competitive situations 
under which price is determined. The theorist has yet to explore selling costs 
in a satisfactory manner. As many of these essays were written a number of 
. years ago, new material on topics such as statistical determination of mar- 
ginal costs is not included. The student will also have to look elsewhere for an 
adequate discussion of the proposals now being made for accountants to 
measure costs and income in units of equal purchasing power instead of the 
ordinary dollar unit. 

This book will have a definite value to students of business, for it will give 
' them a much broader concept of cost than is gained from the usual texts. Any 
attempt to determine cost is beset with many difficulties. Actually, cost has 
no precise or objective meaning. W. H. Hamilton, in one of the concluding 
essays of this volume, “Cost as a Standard of Price,” speaks of accountancy 
as a “scheme of notation, a language, a technique, . . . and a social institution” 
(p. 598). Expressing it more simply, we may well conclude that cost is what- 
ever one says it is. 

LAWRENCE R. Cetate 
Hunter College of the City of New York ` à 


Industrial Organization; Public Regulation of Business 


Entfleckiung und Neuordnung der westdeutschen Montanindustrie unter be- 
sonderer Berücksichtigung der Verbundwirtschaft zwischen Kohle und 
Eisen. By HELMUT HENNIG. (Bern: A. Francke, 1952. Pp. viii, 240 Sw. 
fr. 22.—.) 

This well documented and carefully reasoned book deals with the effects 
on the German economy of the liquidation of her coal and steel combines. 
After a brief outline of the immediate postwar situation of these key indus- 
tries and the impact of the numerous, often contradictory, laws and regula- 


990 THE AMERICAN ECONOMIC REVIEW 


tions issued by the allied powers, the au-hor demonstrates the need for hori- 
zontal and vertical integration in these industries. In his opinion, the main 
economic reason for horizontal integration is the greater ability of large, mul- 
tiple-plant firms to withstand fluctuations in demand. In periods of recession 
large firms can shut down their marginal factories and concentrate production 


in the more efficient plants. Furthermore the expense of switcaing from one. 


product to another with changes in demand is minimized, because each of 
the many plants controlled by one firm can specialize in one type of product. 
The economic advantages of vertical integration are seen in a -egular supply 
of qualitatively uniform raw materials and reduction of transportation costs. 
The ability of integrated firms to allocate joint costs in a way which will re- 
duce the price of some high cost products is believed to be particularly im- 
portant. Internal subsidies make government grants unnecessary and avoid 
the latter’s unfavorable effects on allocation of resources. 

The present structure of the German coal and steel industry is illustrated 
with the help of 43 charts. The far-reaching economic effects cf deconcentra- 
tion on the efficiency of these industries are clearly demonstrated. Their com- | 
petitive position in the framework of the European Coal and Steel Community 
is expected to be particularly unfavorable in view of the increasing integration 
tendencies of the other member states. Special emphasis is given to the post- 
war nationalization of the French, Dutch and Italian coal mines and the large- 
scale public (Italy) and private (France) concentration of the steel industry 
in other countries. 

This reviewer has no quarrel with the economic argumenis presented in 
favor of re-integration of the German coal and steel industry; this in spite of 
certain restrictive practices exercised by the prewar German combinations 
and the dominant influence of the latter on the policies of the International 
Steel Cartel. The prevailing consensus of European writers on the subject is 
that free competition in these lines of industry is unworkable. In the absence of 
an agreement, high fixed costs cause price wars in periods of declining demand 
resulting in great losses to the companies concerned. However, in the case of 
Germany economic considerations have to yield to political realities. France 
can hardly be blamed for her insistence that these Konzerns, keystones of the 
German war potential, be dissolved, even at the cost of economic inefficiency. 
These political factors were ignored by the author. 

HERBERT C, WITTGENSTEIN 

Stanford University 


The Economic Blockade. Vol. I. By W. N. Mzpr1corr. (London: H. M. Stat. 
Office and Longmans, Green. 1952. Pp. xiv, 732. $8.00.) 


This is the first of two volumes describing the blockade activities of the 
British government in World War II. These activities were largely conceived 
and directed by the Ministry of Economic Warfare, and the two volumes will 
constitute the official history of MEW. Like the U. S. Board of Economic War- 
fare, MEW was a wartime agency dissolved shortly after ihe cessation of 
hostilities. The volume under review, which carries the story generally to mid- 
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1941, was drawn almost entirely from official documents, to which the author 
had complete access. The conclusions, however, are the responsibility of the 
author. l 

The success of the British blockade against Germany in World War I led 
to substantial reliance upon this instrument in the plans and hopes of the 
British government at the outbreak of war in 1939. As events turned out, the 
different character of this war resulted in the relegation of the blockade to a 
subsidiary rôle in the final defeat of the Axis. Nevertheless, the activities in 
question were pursued vigorously, especially during the first two years of the 
war, and their ultimate contribution to the allied victory will probably never be 
completely evaluated. f 

The purpose of the blockade was to prevent the importation into Germany, 
directly or indirectly, of supplies which would af that country in the prose- 
cution of the war. The initial and traditional system for its accomplishment ' 
was the interception and detention, by the British Navy, of vessels suspected 
of carrying contraband items ultimately destined for Germany. An official list 
of contraband’ was published and widely disseminated. Intercepted vessels 
were turned over to control bases where a careful investigation of cargoes 
could be made. A Contraband Committee, after investigation, decided which 
items should be formally seized and which allowed to proceed to their destina- 
tion. In flagrant cases of contraband traffic, the carrying vessels were also 
seized and disposed of by decisions of the Prize Court. 

'The success of the blockade depended upon a number of major factors. A 
constant stream of information from all parts of the world was needed to de- 
termine in advance the movement of cargoes and vessels, the affiliations of 
consignors and consignees, the precise nature of the supplies involved and the 
possible uses to which they could be put. Intensive studies of the German 
economy were made to determine its material needs and resources, its reserve 
3upplies, and its economic vulnerability. The various informational activities 
of the Ministry were directed by its Intelligence Department, but heavy re- 
liance was placed upon British consulates and other representatives through- 
out,the world. 

A second major factor was the conduct of the blockade in such a way as to , 
minimize the antagonism of neutrals. This was a most delicate task, especially 
in the case of the United States, Apart from questions of face-saving and na- 
tional sovereignty, the United States government—particularly between the 
outbreak of war in Europe and mid-1941—-had to contend with powerful in- 
ternal isclaticnist sentiment, problems of the election year of 1940, and the 
cccasional representations of commercial and shipping interests. A particularly 
thorny problem was the agitation for relief measures, including the shipment 
cf food, to occupied and nonoccupied portions of Europe after the fall of 
France. The British position that such shipments would inevitably help the 
Axis was seriously challenged by certain groups and individuals in America, 
most notably represented by Herbert Hoover. In many instances, the official 
policy of MEW was overruled by the British Foreign Office and even by Mr. 
Churchill himself, when friction with the United States was concerned. This 
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often led to discriminatory treatment of other neutrals, with politically awk- 
ward consequences. 

A third major problem was that of administration in all its ramifications. 

The patrol responsibilities of the thinly spread British Navy had to be mini- 
mized and concentrated in the most effective areas. This led to efforts to apply 
various controls at the sources of supply and to obtain restrictive agreements 
from neutral governments as well as from major firms and associations of 
_ exporters, importers, and shipping companies. The complex story of these 
negotiations is systematically presented on a country by country basis. Equally 
well portrayed is the development of the system of contraband controls, the 
use of “commercial passports” or “navicerts,” and the rationing of supplies to 
neutral countries adjacent to Germany. 

Like many wartime-agencies in the United States, the Ministry ‘suffered from 
rapid growing pains, insufficient personnel- (especially typists), lower pay 
scales than competing agencies, and the frustrations of “Treasury red tape.” 
Of interest to economists is the following observation upon the qualifications 
desired of MEW personnel: “It was decided from the start thet although the 
word ‘economic’ was used to describe the functions of the Intelligence Depart- 
ment, it was not desirable to use too many individuals whose specialized train- 

‘ing lay in the field of academic economics, For much of the work a good tech- 
nical training and the capacity to weigh evidence in one or other field of 
applied science, or experience in applied research in such fields as engineering, 
transportation, and agriculture, was considered to be much more valuable than 
a formal training in economics. A small number of individuals with high aca- 
demic qualifications in economics and statistics was, however, included in spe- 
cialized fields such as finance and manpower” (pp. 66-67). 

The author has done an admirable job of organizing and pr2senting a most 
complicated story. His exposition is interesting, direct, and crystal clear. The 
book includes statistical and documentary appendices. The complete absence 
of footnote documentation contributes substantially to the book’s readability, 
without sacrificing the reader’s conviction of solid reliability and sound schol- 
arship. No doubt it was this sensible omission which made possible the com- 
pletion, in something less than nine years, of a task which might easily have 
run to half a lifetime. 

R. ELBERTON SMITH 

Office of Military History, 

U. S. Army, Washington, D.C. 


Review of Small Business. Final Report of the Select Committee on Small 
Business, House of Representatives, 82nd Cong., 2nd Sess. (Washing- 
ton: Supt. Docs. 1952. Pp. xv, 310.) 

This report, completed during the last moments of T 82nd Congress, 
deals with a wide range of significant small business problems. A short intro- 
ductory chapter discusses the concept of small business and sketches a frame- _ 
work for the remainder of the report, while wisely leaving a precise definition 
of "small business" to others. Eight chapters follow, each dealing with a 
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specific problem or related group of problems: economic controls, financing, 
federal taxes, government procurement, government counseling, Small De- 
fense Plants Administration, antitrust program, and unfair competitive prac- 
tices. 

Indecisiveness in the post-Korean stabilization program, leading to unneces- 
sary harassment of small businesses, is deplored, and an orderly decontrol 
program, leaving limited emergency price freeze authority to the President, 
is recommended. Although the Office of Price Stabilization is given credit for 
stopping scare buying, and its Office for Small Business (thought by some 
, ex-OPS personnel to be the most useless appendage of that agency) is praised, 
OPS operations as a whole are severely criticized. Complaint is made of 
“technical procedures,” “legalistic terminology," and delays in granting indi- 
vidual price adjustments. Also, onerous filing and record-keeping require- 
ments are castigated. The Committee gives no indication of any awareness 
that standardized (z.e., technical) price control procedures are alternatives to 
control by individual whim, that legalistic terminology may be desirable for 
legal documents in a world where court cases are argued by lawyers and 
decided by judges, and that Congressional slashing of OPS funds at a time 
when adjustment pressure was at a very high level may have contributed to 
the ensuing delays. Nor does it recognize that filing and record-keeping re- 
quirements, in addition to making available indispensable price control infor- 
mation, have a salutary effect on compliance and greatly simplify enforcement 
problems. The Committee may be on more solid ground in attacking the OPS 
Industry Advisory Committee program (in effect, a temporary Sherman Act 
suspension), procrastination in issuing tailored regulations, and the failure to 
roll back prices which were raised hastily during the period of so-called volun- 
tary stabilization in anticipation of a price freeze. 

To alleviate the difficulties encountered in obtaining long-term loans as a 
substitute for equity capital, the Committee feels that the Reconstruction 
Finance Corporation should be continued at least until other adequate financ- 
ing methods, such as government insurance of long-term bank loans, for 
example, are developed. While the continuing need for large amounts of 
government revenue is recognized, it is pointed out that high surtaxes and 
excess profits taxes impose a particularly severe handicap on small firms, and 
thai consideration should be given to revising the tax structure in.several 
ways calculated to ease this burden. After a fairly detailed discussion of the 
activities of major governmental procurement agencies, the Committee con- 
cludes that although the basic procurement laws themselves are not adequate 
for small business protection, the administration of such law as exists has been 
even more inadequate. 

A brief cutline of federal and state counseling and informational programs 
is presented, together with conclusions that such programs have been more 
successful during emergency periods than during peacetime, and that an inde- 
pendent iederal counseling agency is more desirable than ununified small 
business programs conducted by several different agencies. The activities of 
the Small Defense Plants Administration are described in a laudatory manner, 
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and a recommendation for the continuance of this agency is included. The 
Committee finds, and fears, a continuing trend toward economic concentra- 
tion, which has been stimulated by the post-Korean semimobilization, and 
which has not been countered effectively by haphazard antitrust enforce- 
ment. Federal Trade Commission action, and inaction, during recent years is 
discussed, and most of the blame for ihe Commission's ineffectiveness is 
attributed to conflicts and low morale within the Commission, although 
statutory deficiency also is recognized. $ 

Despite the fact that some passages of the report remind one of the sound 
and fury of those who professionally champion small business, whether or not 
it needs or desires a champion, the abundant factual material presented, in- 
cluding sixty-four tables anel charts, should be very helpful in a variety of 
university courses dealing with the problems of small business. Provocative 
discussions could be developed around many of the Committee’s conclusions 
and recommendations. 

Roy J. SAMPSON 
Forest Grove, Oregon : 


Public Utilities; Transportation; Communications 


‘World Airline Manual, 1952. 4th ed. (Chicago: Roy R. Roddcep- 1952. 
Pp. 400. $12.50.) 

This reference annual appears within a year after the close of the period 
covered, the 1952 edition providing 1951 data. It presents statistics, as com- 
parable as possible, for the regularly scheduled airlines of the world. That 
means, in this country, carriers holding certificates of public convenience and 
necessity from the Civil Aeronautics Board, and in other countries, carriers 
of equivalent status. About 40 per cent of the space is devoted to United 
States flag services. 

Many of the data are available elsewhere, but they are conveniently brought 
together in this volume. For each air carrier there is presented a brief his- 
torical résumé, written in the tradition of the standard financial manuals, to- 
gether with a list of officers and the firm’s address. There follow certain sta- 
tistical data, such as the population served, the carrier’s fleet and its utilization, 
the volume of traific of each type, operating revenue and expense accounts, 
and a balance sheet. Statistical data on foreign lines sometimes relate only to 
earlier years. For the smaller lines not all of these data are presented; for the 
larger American lines, in which there is a public stock interest, certain ma- . 
terial of interest to the investor also appears. Most carriers have been mapped, 
ordinarily a simple sketch for foreign lines, while a “service density map,” 
diagram in which the thickness of the lines between pairs of cities indicates 
the number of seats (or sometimes flights, when only one type of aircraft is 
used) scheduled daily appears for most United States flag services. Such serv- 
ice density maps are also presented for the Russian Aeroflot. The maps and 
analysis of the Russian air service are among the most interesting aspects of 
the volume, any perspective on things Russian being elusive. 
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Sources of data are not indicated, but can often be traced. Until 1949, the 
Civil Aeronautics Board sporadically published an Airline Manual, which 
contained foreign data similar to those presented, as currently as possible, in 
the volume here reviewed. The data on United States flag airlines seem largely 
taken from the civil Aeronautics Board’s Recurrent Reports. The service den- 
sity maps are presumably based on analyses of the published timetables of the 
carriers. The corporate financial data, where presented, must have been ab- 
stracted from the companies’ annual reports. 

The volume would have been improved by more careful editing, For ex- 
ample, the recent sale by United of its subsidiary, Lamsa, to Mexican in- 
terests, is appropriately indicated in the textual description of United, but is 
omitted from the discussion of Lamsa. Another example appears in the operat- 
ing revenue accounts of United States flag airlines. This Manual reproduces 
the unadjusted figures for mail pay, and, following the practice of the Board's 
Recurrent Reports, uses that figure in the summation of operating revenues, 
end hence, as the component of net income. Retroactive mail pay adjustments 
are so common in air transport, however, that the Recurrent Reports present 
also a separate figure for adjusted mail pay. For many purposes, a niore repre- 
sentative result would follow if the latter figure were used in calculating op- 
erating revenues and net incomes. Adjusted mail payments are omitted from 
the World Airline Manual. 

This reviewer would be unable to suggest a better published source of 
material cn foreign airlines, although unpublished material may well be avail- 
able in the files of the Civil Aeronautics Board. For the domestic airlines, how- 
ever, whether the reader's intent is to find data for scholarly analysis or for 
financial experimentation, the appraisal must be more reserved. The manual 
is useful for the first approximation; but the user will probably also quite 
frequently need to consult the original sources. 

JOHN P. CARTER 
Universit of California 
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Introduction to Economics for Agriculture. By Jonn Donatp Brack. (New 
York: Macmillan. 1953. Pp. xv, 727. $6.00.) 
“This book. has one clear-cut objective—to give an agricultural college stu- 
dent, or educated farmer or his equivalent, exactly that understanding of eco- 
nomics which he or she needs in order to function effectively and live happily 
in the world of today." So begins the preface. 
The book's economic fabric is woven with strands of the economics ol 
agriculture as the warp and with threads of the general economy as the woof. 
"The cloth is stretched to cover much ground, a necessity if the author is tc 

succeed in providing a single volume “intended to serve the needs both o: 
` those agricutural colleges which begin their economics with a course in the 
economics of agriculture and of those which begin it with a course in the 
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general principles of economics.” The book, thus, is clearly a specialized one 
for which the author has an admirable, probably unequaled, experience in 
public service with government agencies and private groups, -esearch, and 
teaching in agricultural economics at beth land-grant and private universities. 

If the state of advancement of a discipline were gauged by the improved 
calibre of college texts, agricultural economics could be judged as making 
progress. This book by Professor Black contributes much value-added to the 
stock of teaching materials available for those whd prefer a specialized text. 
Black’s text is written in view of what his experience indicates to him to be 
the needs of students in an agricultural college, especially those students not 
majoring in economics or agricultural economics and not likely to experience 
another course in the field. But whether to use a specialized text, rather than 
one on general principles, is a question to which there need be no universally 
valid answer. i 

The text’s organization does not ioilow the current fashion. Rather than 
considering aggregative aspects, national income and the theory of its de- 
termination early in the book, Black introduces some elements of price and 
value theory immediately after orientation chapters on the organization of 
agriculture and its setting in a general economy. With that toe-hold, he digs 
into a series of seven chapters which discuss production economics at an ele- 
mentary level but in much more detail than is common in the usual introduc- 
tory text on general principles. Many of these pages cover the same ground as 
his out-of-print Introduction to Production Economics (1926), but it is still 
good teaching material except for the sections on “efficiency” and “capacity.” 
The relative emphasis on production helps to make this book a differentiated 
product. So does the emphasis on consumption and commodity distribution. 

The six chapters on consumption are short on demanc and consumption 
theory, but long on the type of materials generally found ia texts labeled con- 
sumption economics. This material, with the chapter on farm family living, 
can be of interest to those studying home economics, In this part, also, is a 
chapter on the currently fashionable matrix of food-people-economic develop- 
ment, with consideration of the situations in various countries. 

The nine chapters on: commodity distribution provide some discussion of 
price analysis as background, but the emphasis and most of the material is 
that usually included in a text on marketing. The rest cf the book, with ex- 
ceptions noted below, covers ground common to most texts on general prin- 
ciples. Thus, a convenient way of sharpening the differences in content be- 
tween this book and the usual ane on general principles is to indicate some of 
the things it omits or only mentions in passing and then indicate what it, but 
not the other, includes. 

Black omits the usual amourt of treatment of wages and collective bargain- 
ing, labor and industrial relations, theories of national income determination, 
saving, investment, and alternative economic systems. He includes much ma- 
terial on consumption (not demand theory) and family arm living, commodity 
distribution with private and cooperative marketing, price margins and 
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spreads, land use and tenure, agricultural and forestry credit and insurance. 
Common to both texts are such topics as prices and money, business cycles, 
equilibrium of the firm, market price determination, use and pricing of pro- 
ductive services, rents, international trade, and public finance. But through- 
cut, Black emphasizes what he calls the “working out” of economic principles, 
leaving to the instructor most of the task of explaining the logic underlying 
the principles. An important exception is the economic use and pricing of 
productive services for which he presents the paderlying logic in more detail 
than is usual in a beginning text. 

The exposition is strongly reinforced by some 42 tables and 83 charts, all 
clearly labeled except one. A wealth of case material is included, and very few 
topics are discussed in abstract terms without reference to empirical research 
studies, business practices, or federal and state programs and policies. The 
treatment is saturated with illustrative materials, although not institutional in 
spirit or outlcok, Instructors seeking a text with adequate case. materials and 
examples will be satisfied. So will those who seek a text in which clarity 
sipersedes sophistication. The writing is lucid and straightforward; the stu- 
dent should have no difficulty in Knowing what the author is saying. 

The smoothness and ease with which economic problems are discussed and 
disposed of may cause the mediocre or naive student to be carried away with 
with the notion that economists know much more than we really do. The bril- 
liznt student will wonder often and many times ask “why?” But is it not 
here that the instructor must play one of his necessary rôles, and how much 
should one expect from a single text written for the introductory level? 

Now, to some evaluation of the text as a tool for teaching economics of (for 
or in) agriculture. A few slips in elementary analysis have crept in, includ- 
ing the ccmmon one of not carefully distinguishing between price elastic- 
ity and its relation to the slope at a particular point of the demand curve, as 
well as a confusion between price elasticity and flexibility and their relation to 
gross revenue so as to lead to an error concerning relative price elasticities at 
the farm and retzil levels of demand. Those instructors who seek an elementary 
text which includes a rigorous exposition of economic theory will continue to 
seek. Those who stress theory in their lectures and desire a text rich in eco- 
nomic problems, the results of empirical research, and the views of a well 
known expert as to the “working out" of economic principles in agriculture 
may well find this book a bonanza. But even the brilliant student is unlikely 
to obtain "exactly that understanding of economics which he or she needs in 
order to function effectively and live happily in the world of today." A more 
modest objective, however, can be attained; from this book the student can 
learn of the types of problems with which economists struggle, if not how we 
fashion our brittle tools which so often prove inadequate for the tasks to which 
we put them. 

SmNEY Hoos 

University of California, Berkeley ' 
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Agricultural Policy of the United States. By Harotp G. HALCROW, (New 
York: Prentice Hall. 1953. Pp. xiv, 458. $5.50.) 

Will the policy of high rigid price supports eventually bring on a con- 
sumers’ revolt, possibly resulting in desiruction of the entire price-support 
program? Are U. S. farm and price-support programs the greatest single cause 
of the world dollar shortage? These are current issues now being debated 
within and without this country, and answers to,these problems must be 
sought. 

Halcrow’s timely textbook on what he calls a “tremendously complicated” 
subject will go some way towards helping students, political scientists, laymen 
and—last not least—politicigns clarify their ideas on the economic implica- 
tions of our agricultural policies and programs. This is the first book (others 
are expected soon) which deals not with isolated policy problems, but with 

' the bulk of them: price, including storage, policies—credit—-enure— conser- 
vation, etc. Agricultural labor is one obvious omission. 

The book's emphasis is on “economics” and it brings economic analysis to 
bear on problems of policy by using as criteria three policy objectives, 
namely, increasing efficiency in.agriculture, raising and stabilizing farm in- 
come, and improving welfare. These objectives, and the reason for selecting 
them in preference to others, are discussed in Part II. The analysis of various 
specified policies and programs in terms of these criteria is pursued in Part III. 
Part 1—The Agricultural Setting—is a description of the agricultural industry 
and an analysis of the major economic factors effecting changes in the farm 
population, long- and short-run agricultural production and farm income. This 
part contains little new material, but is a useful and logical introduction toa 
discussion on agricultural policy. 

Halcrow's approach will satisfy only those who believe that economic 
analysis is adequate for a complete appraisal and understanding of our agricul- 
tural policy. This. reviewer is not one of them. There is little history of 
agricultural policy beyond 1920 to be found in the text, though a well chosen 
bibliography may lead the researcher into selected subjects. Also, there is hardly 
any insight to be gained into the question of how actual prcgrams and policies 
come into being. As a result, his bcok becomes a somewhat inanimate inter- 
pretation of what is actually a dynamic and dramatic phrase of our economy. 

Another shortcoming is that in his ambitious effort to master such a broad 
field, Halcrow has inevitably oversimplified his presentation, and some readers 
may find it somewhat dogmatic. There are also some seemingly unnecessary 
repetitions (pp. 144, 165, etc.) 

These qualifications do not, however, detract from what is, on the whole, 
a contribution to the textbook literature in which the author has attempted 
to treat systematically, rationally and objectively—if at times summarily—a 
subject with respect to which we are easily carried away by our value judg- 
ments. As a textbook for a course in agricultural policy for undergraduate 
students, this may be precisely what many instructors have been seeking for 
some time. . 

Ernest FEDER 


South Dakota Siate College 
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Internationale Regulierungen auf dem Weliweizenmarkt. By ANNELIESE 
Binner. (Kiel: Institut für Weltwirtschaft, Universität Kiel. 1952. 
Pp. vi, 93. DM 8.-) 

This pamphlet is one of the rapidly appearing sequence of research reports 
of the Institut für Weltwirtschaft of Kiel It,contains first a brief, chiefly 
descriptive, monograph on the domestic regulation of the wheat market of the 
four leading export countries (United States, Canada, Australia, and Argen- 
tina) and of the United Kingdom as the leading wheat importer (pp. 6-51). 
Secondly, it zives in 20 pages a similar matter-of-fact survey of the inter- 
national wheat agreements. Aside from diagrams in the text and an appendix 
note with 18 statistical tables with the most pertinent data on wheat there 
is a tabulated survey on the various dates and provisions of the international 
wheat agreements of 1933, 1942, 1948, and 1949. 

As a brief handbook relating properly arranged reliable information on 
historial economic facts this survey fulfills its purpose, as do many other 
pamphlets in this series. The study is not intended to and does not make any 
effort at coming to grips with the utterly complex economic and political 
problems involved in international commodity agreements. Hence the few 
'scettered judgments on the merits and demerits of such agreements and on the 
responsibility of individual nations for certain defects are not to be taken 
too seriously. Of the wealth of American literature on the subject only the 
scentiest use hes been made, indicating probably the persistent dearth of 
accessions to the Institut's library covering the war and postwar period. 

Kart BRANDT 

Sianford University 


The Economic Organization of Agriculture. By THEODORE W. Scuuttz. (New 
York: McGraw-Hill. 1953. Pp. xx, 374. $5.50.) 


The most valuable aspect of this book is not suggested by its title. Part I, 
“Economic Develcpment and Agriculture," comprising half the volume, belongs 
in the growing literature which is helping to round out a general theory of 
economic developraent. The remaining portions of the study, concerning the 
short-term instability aspects of agriculture and proposals for organizational 
policy, have been largely foreshadowed in the author's earlier study of Agricul- 
ture in an Unstable Economy for the Committee on Economic Development, 
although here buttressed with more data. 

The author describes the book under review as a progress report, drawing 
heavily on recent investigations at the University of Chicago, as well as on 
the studies of the Bureau of Agricultura! Economics. The book is distinguished 
by an aitempt to provide an empirical foundation for major theoretical 
propositions which would describe the growth and instability characteristics 
of the agricultural sector of an evolving economy. These are seen in the 
peculiar light of a modified consumer's sovereignty theory, under which 
ordinary notions of causality concerning technology, the food supply, and 
population growth sometimes appear reversed, as the author acknowledges. 
Yet he has gone far to reduce such concepts as the income and substitution 
effects of changes in demand to operational, empirically verifiable terms. The 
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data are in the main national aggregates for the United States, with principal 
emphasis on the food crops. However, some illuminating extensions of the 
general propositions are made to explain features of agricultural behavior in 
underdeveloped countries. 

In Part I Professor Schultz seeks to determine and measure the principal 
factors affecting the long-term demaná for and supply of farm food products. 
He reviews the population characteristics associated with industrially under- 
developed (“high food drain"), transitional ("irttermediate fcod drain"), 
and advanced industrial (“low food drain") economies, and concludes that 
the chief secular influence on the demand for food is its declining income 
elasticity as population uncoils and the income level increases. An attempt 
is made to assign magnitudes to the relevant income elasticities. 

On the supply side the chief factor is the advance in agriculzural techniques, 
which, operating against the declining secular rate of increase in demand, 
brings about the chronic surplus (or farm") problem of advanced economies. 
This is in contrast to the “food” problem of underdeveloped 2conomies, where 
increases in output tend to be absorbed by increases in population (unless 
farm families come to prefer the substitution of property for children). The 
high productivity of modern agriculture in advanced countries is also shown 
to account for the declining relative importance of land as a factor aona 
economic growth. 

The discussion of the development of farm technology is rather unsatis- 
factory, largely because the author chooses to confine himself to the relatively 
recent and prospective contributions of publicly supported research agencies. 
In the lexicon of consumer's sovereignty, this leads to the curious description 
of the director of an agricultural experiment station as an “entrepreneur,” 
who makes input-output calculations in response to a community preference 
schedule to “produce” new techniques. The fact that virtually all of this 
occurs outside a market mechanism makes the discussior. little more than a 
playful analogy, but the implication is left that some day, when the tools of 
economic analysis have been sufficiently whetted, the processes of scientific 
` judgment and political decision-making involved in such cases will be quantified 
and empirically tested under tke requisite preference schedules and trans- 
formation curves. 

More important, however, the discussion makes only passing reference to 
the essential process of pure research by virtue of which most of the particular 
applications of the experiment stations have been made possible (e.g., the 
genetic basis of hybrid seed corn), and the highly important process of 
mechanical invention and adaptation for the most part carried on in private 
hands, which has been chiefly responsible for the mecharization of agriculture. 
The fact that these processes cannot be reduced to marginal-cost-vs.-marginal- 
product curves should not lead to their neglect in a description of the process 
of economic development. Though not readily quantifiable, they are certainly 
subject to empirical study. 

Having considered the long-term demand and supply aspects of agricul- 
ture, Schultz turns to the questions, "What particular circumstances give rise 
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to the process of economic development? Why does this process occur so 
unevenly, more -especially, why does it by-pass entire communities within 
an economy, say within a country having well-established internal trade and 
migration?” These questions remain largely unanswered, but the tentative 
conclusion is advanced that the disparate rates of growth can chiefly be 
explained in terms of differences in location, which turns out to be not a matter 
of physical distances, but of access to alternative economic opportunities. 
While this factor is undoubtedly significant, one wonders at the omission of 
reference to differences in availability of suitable techniques from one crop 
region to anozher, and at the ready dismissal of the influence of social institu- 
tions on the rates of introduction of new techniques and adjustments. Again, 
the latter can be defined in quite specific terms, although their effects are not 
subject to precise mensuration, e.g., in the South; slavery (and its successors, 
sharecropping and racial discrimination), plantation agriculture, the crop-lien 
credit svstem, and the discouragement of immigration, among others. A theory 
which is applicable to the underdeveloped countries of the world cannot 
avoid dealing with factors of this type. 

In Part Il the author provides data concerning the underlying causes oi 
economic instaoility in agriculture. Instability is explained in terms of large 
and abrupt shifts over short intervals in the demand and supply schedules, 
both of which are subject to relatively low price elasticities. On the supply 
side. the inputs for agriculture as a whole are shown to be remarkably stable, 
and the fluctua‘ions in supply are therefore attributed chiefly to variations 
in yield resulting from weather conditions. These variations are analyzed by 
regions and products. In considering the effect which producer decisions may 
have on supply during the time between harvests, Schultz cites the interesting 
case of a backward-sloping supply schedule during famine periods in countries 
such as India, where an increase in food prices results in a reduction of 
supply because farmers are enabled to consume more of their own product. In 
Such cases the operation of the price system cannot be depended upon to 
correct the maldistribution, as the early medieval advocates of price control 
in the westezn viorld long ago showed that they well understood. 

Part III presents a variety of proposals for dealing with problems of uneven 
economic development and agricultural instability. In this brief review it is 
impcssible to comment on these in detail, but it should be remarked that the 
section abounds in richness of suggestion. Despite the criticisms which have 
been made, the book as a whole merits study by others than those concerned 
principally with agricultural problems because of its application of empirical 
method, the boldness of its hypotheses, and its flashes of speculative insight 
into the process of economic evolution. 

James H. STREET 

Ruigers University 
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The Harvest Labor Market in California, By Loyn H. FisHer. (Cambridge: 
Harvard University Press, London: Oxford University Press. 1953. 
Pp. viii, 183. $4.50.) 

The market for casual labor in agriculture presents many vexing problems, 
intellectual and social. Professor Fisher has revealed them fuliy in this pene- 
trating analysis. The book begins with an econqmic theory of the harvest 
labor market. It then traces the history of labor contracting in California 
agriculture, and outlines its present status. The concluding chapters deal with 
wage-fixing by employers associations and the government. 

' Fisher’s sympathies were clearly with the farm laborer. However, this did 
not prevent him from understanding thoroughly the motives and functions of 
growers and labor contractors. This ability to portray vividly a situation that 
has often been tragic and sometimes violent without creating any villains is 
one mark of the irue social scientist. 

Although Fisher was a professor of political science, he has employed 
economic analysis extensively, expertly, and at times originally in this work. 
The few flaws in his economics are all minor. For example, he assumes (p. 82) 
that “ideal” conditions of atomistic competition preclude a formal market 
organization such as an exchange; it would be more nea-ly correct to say 
that they require one. 

Fisher's convincing explanations of the origins of various piecework pay 
practices will be of value to labor economists. Such practices, are more easily 
understood in the simple harvest situation than in more complex industrial 
situations. His analysis of the demand for harvest larbor is an ingenious 
extension of the theory of the firm to an unusual situation. 

Students of culture and of trade unions will be particularly interested in 
the discussion of the differences in the róle of the labor coatractor in different 
ethnic groups. According to Fisher, the Japanese or Filipino contractor 
performs functions close to those of a union leader; the Mexican, Negro, or 
native white contractor is a petty entrepreneur who acts as an agent for the 
grower. 1 

It is in the analysis of the rôle of government that Fisher's interest in 
political processes comes to the fore. Growers dominated the administrative 
machinery for setting wage ceilings on agricultural labor during World War II, 
and Fisher's discussion shows Geep concern over the dcmination of a public 
body by an interested group. Yet, bad though this may be in principle, it is 
not clear that it produced bad policy in this case. An economist might have 
called into question goals of government policy that seem here to be accepted 
at face value. Growers were reluctant to set wage ceilings for fear that labor 
supplies might be jeopardized; worker representation would surely have 
reinforced this reluctance. The neglected interest must then be that of the 
consumer; yet consumers as a group may have had more to gain from 
large harvests than from low wages. In other cases production has been 
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impaired by wage ceilings for low-paid, arduous work during periods of labor 
shortage. 

The central problem of the book is that of providing an adequate work force 
for the intense labor demands of the harvest, demands that are often concen- 
trated in a brief period of time, and at the same time offering to the worker 
Some reasonable continuity of employment and a decent annual income. 
Related to this are a host of subsidiary problems: housing for migrant workers, 
schooling for their children, protection against the occasional dishonest or 
irresponsible contractor who recruits labor and fails to provide work, or who 
defaults on obligations to the worker. The problems of immigration from 
Mexico, legal and illegal, are also closely related. Although the book reviews 
the solutions to these problems that have „been advanced by others, it 
espouses none. A trade union, in Fisher's opinion, would be more nearly able 
to decasualize labor and perform the functions of the contractor than would 
a government employment service. Yet he recognized that reform either by’ 
unions or government would be resisted bitterly and with almost certain 
success by growers and contractors. It is in part political realism or even 
pessimism that distinguishes Fisher’s position from that of such reformers 
as Carey McWilliams. 

The style of this book is clear, concise, and colorful. Quotations from 
newspapers, committee hearings, and similar sources are used to good ad- 
vantage. 

Though The Harvest Labor Market in California is narrow in scope, it 
33 exceedingly broad in its treatment of its subject. Though it is analytical, it 
is nevertheless human. It is impossible tó read it without feeling the greatness 

of the lass to social science caused by Lloyd Fisher’s untimely death. 

ALBERT REES 
University of Chicago 


Stikes: A Study in Industrial Conflict —Wwith Special Reference to British 
Experience Between 1911 and 1947. By K. G. J. C. Kwowrrs. (New 
York: Philosophical Library. 1952. Pp. xiv, 330. $8.75.) 

Mr. Knowles’ two-part study is a meticulous statistical analysis of strikes 
in Zngland over a 37-year period, prefaced by a qualitative description of the 
institutional developments affecting industrial militancy and hence, strike 
statistics, = 

The book’s central theme is the changed character of British strikes, the 
shiz: from prolonged industrial battles of the past to today’s lightning “pro- 
test demonstrations,” and the reasons for this transformation. The trade 
union movement itself rather than political and legal restrictions is seen by 
the author as the principal cause of strike de-emphasis. While official union 
policy has shifted to reliance upon negotiating machinery and “responsible 
dependence" upon government, the strike has become a method of rebellion by 
the distrustful rank-and-file members against both the peace-oriented union 
and z benefit-providing government. Increasingly since the General Strike of 
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1926, and almost exclusively since the out-break of World War II strikes 
have been unofficial—unsupported by the union organizations. The author 
suggests that the unofficial strike may be “an essential safety-valve under a 
system of national collective bargaining," while the oificial strike will languish 
“as long as political methods of achieving social and economic objectives” 
are available, This theme's treatment reveals a nostalgia for the less compli- 
cated days of old-fashioned strike action prior to the development of elaborate 
peace machinery and politically oriented unionism. This attitude is probably 
related to the author's expressed sympathy for rank-and-file worker expression 
which is cramped in an era of union and government bureaucracy. 

After providing in Part A a description of the impact on employer-employee 
relations of unions, employer agsociations and government, the author, a mem- 
ber of the Oxford Institute of Statistics, demonstrates the usefulness, as well 
as the limitations, of strike statistics. In Part B the causes and effects of 
strike activity are assessed carefully, presenting available governmental sta- 
tistics for the years 1911 to 1947 in a series of excellent grapas and clearly 
‘labeled tables. Standardized “strike-proneness” ratios for major British in- 
dustries and geographical regions are constructed. The author concludes that 
regional influences on striking are “to a large extent industrial causes in 
disguise." 

Although a statistician, Knowles emphasizes the underlying social and 
psychological “imponderables” as causes of strikes, while discounting the 
immediate causes which are subject to classification and quantification. 
(^. . . in practice, the cause may be nc more than the last straw.") In evalu- 
ating the “tenuous” statistical evidence on the effects of strikes, the results in 
terms of wage increases secured and production lost are found to be small. 
Again Knowles selects a jactor which “cannot be measured at all," the general 
economic context within which strikes occur, 2s of major importance in de- 
termining actual strike costs. Throughout the study the author's acute aware- 
ness of the limited validity of statistical interpretation of strike behavior is 
evident, while acknowledgment (and use) is made of the contributions of 
the social sciences. Frequent references to American studies, such as Florence : 
Peterson's Strikes in the United States, 1880-1936, and Warner and Low's 
The Social System of the Modern Factory, relate the British evidence to 
American experience. 

Numerous sections of the five chapters which comprise the book are short 
essays which may be read separately with profit. Such varied subjects as the 
General Strike of 1926, women in strikes, fatigue and frustration, organized 
strike-breaking, breakaway unions and joint union-management committees 
are explored with pertinent reference to the contributions of other writers. 
Greater integration of these essays would have been desirable; their discrete 
excellence is not a substitute for relational significance. Although the large 
number of footnotes may slow reading pace, they provile such an array of 
historical illustrations, interesting sideligh:s and on occasion droll humor that 
eye excursions to the bottom of each-page soon become habitual. Appendices 
within chapters and at the end of the book present more detailed information 
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on the statistical procedures utilized. Suggestions for improving the collectior 
and classification of strike statistics are made in the final appendix. Thi 
extensive footnote citations of both American and British sources serve in liet 
of a bibliography. 

Knowles proves well his contention that, statistical description, despite 
its limitations has “an essential place in the systematizing of empirica 
knowledge.” Intuitive generalizations about the trends in British strikes ir 
recent decades—their ffequency, size, duration, officially listed causes anc 
results—are rendered unnecessary by the availability of this quantifiec 
experience data. However, the inability of statistical analysis to plumb th: 
ultimate motivations and attitudes of workers and employers in conflic 
situations constitutes a challenge, well recognizéd by the author, to the disci 
alines which may contribute to a science of human behavior. 

This study of industrial conflict in transition is a happy blend of statistica 
exactitude and imaginative social insights which American students of th 
labor movement and social groups should find of value, whatever the natur 
of their specialized discipline or methodological preference. 2 

KENNETH M. THOMPSON 

Louisiana State University 
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Hennis, H. Entflechtung und Neuordnung der westdeutschen Montanindustrie unter 
besonderer. Berücksichtigung der Verbundwirtschaft zwischen Kohle und Eisen. (Bern: 
A, Francke. 1953. Pp. viii, 240. Sw.fr. 22.-.) 

Lewis, E. A., compiler. Antitrust laws with amendments 1890-1951. (Washington: Supt. 
Docs, 1953. Pp. 105.) 


WarzacE, D. H. Economic controls and defense. (New York: Twentieth Century Fund. 
1933. Pp. 260. $2.) 


Contains a chapter on Basic Problems and Policies by J. M. Clark. 

Current conditions of the lead and zinc mininng industry of the United States, A pre- 
liminary rept., House Select Committee on Small Business, 83d Cong., 1st sess. House 
rept. no. 688. (Washington: Supt. Docs. 1953. Pp. 13.) 

Disposal of rubber plants. Hearings before the Senate Committee on Banking and Currency, 
83d Cong., 1st sess. (Washington: Supt. Docs. 1953. Pp. 293.) 

Disposal of rubber plants, Report from the Senate Committee on Banking and Currency, 
83d Cong., 1st sess. Senate rept, no. 579. (Washington: Supt. Docs. 1953. Pp. 43.) 

Effect of the present tax structure on small business. Hecrings before a subcommittee of the 
House Select Committee on Small Business, May 19-21, 1953. (Washington: Supt, Docs. 
1983. Pp, 443.) 

Loan policy statement. (Washington: Loan Policy Board, Small Bus. Àdmin. 1953. Pp. 60.) 

Manpower utilization by the federal government through the use of private contract labor. 
A report of the Senate Committee on Post Office and Civil Service, 83d Cong., 1st sess. 
(Washington : Supt. Docs. 1953. Pp. 29.) 


The Sroposed extension of renegotiation, (Chicago: Machinery and Allied Products Insti- 
tute. 1953. Pp. 29.) 


Public Utilities; Transportation; Communications 


AvERBACH, C. A, and NATHANSON, N. L. Federal regulction of transportation. (St. Paul: 
West Pub. Co. 1953, Pp. Ixi, 1331. $14.) 
This book is primarily designed for lawyers specializing in the field of public utility 
control, but should be equally useful to economists in this field. It is essentially a 
case-book. 
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Borprint, M. Problemi economici del metano in Italia. (Rome: Editrice Studium. 1953. 
Pp. 117. L.200.) 

This book deals with the recent discovery of natural gas in northern Italy and its 
influence upon the Italian economy, with special regard to the problem of private versus 
state enterprise. 

Ferner, R. The railroad shippers’ forecasts. (Urbana: Univ. oz Illinois. Bur. of Econ. and 
Bus. Research. Pp. 140. $1.) F 

Lexy, J. H. The Gulf, Mobile and Okio—a railroad that kad to expand or expire: a 
dynamic history of the Tigrett Road. (Homewood, Dl.: Richard D. Irwin. 1953. Pp. 
viii, 347. $6.65.) . 

Rose, J. R. American wartime transportation. (New York: Thomas Y. Crowell. 1953. Pp. 
xi, 290.) 

Sasmi, J. N. Indian railways: one hundred years, 1853 to 1953. (New Delhi: Govt. of 
India Press, 1953. Pp. viii, 200. Rs, 15/-.) 

SrxrrEN, H. Der innerstádtische öffentliche Verkehr  Zürichsentwicklung und aktuelle 
Probleme der Verkehrsnot einer Grosstadt. (Winterthur: P. G, Keller. 1953. Sw.fr. 28.-.) 

Wricut, R. M., TAvron, D. E., FERBER, R. and Dotson, F. S. An economic investigation 
of solid journal bearing operation in freight service on two large cless 1 raihvays. Bull. ` 
ser. no. 406. (Urbana: Univ. cf Illinois, Engineering Experiment Station. 1953, Pp. 
110. $1.) 

Amendment to Federal Power dd ‘relating to sale of electric energy in foreign commerce). 
Hearing before the subcommittee of the Senate Committee on Interstate and Foreign . 
Commerce, 83d Cong., Ist sess., June 11, 1953, (Washington: Supt. Docs. 1953. Pp. 47.) 

Future of irregular airlines in the United States air transportation industry. Hearings before 
a subcommittee of the Senate Select Committee on Smell Business, 83d Cong, Ist 
sess., Mar. 31, May 1-8, 1953. (Washington: Supt. Docs, 1953. Pp. 590.) 

St. Lawrence seaway. Hearings tefore the subcommittee of the Senate Committee on 
Foreign Relations, 83d Cong., 1st sess, May 20-21, 1953. (Washington: Supt. Docs. 
1953. Pp. 565.) 

The St. Lawrence seaway. Report of the Senate Committee on For. Relations, sad: Cong., 
1st sess. Senate rept. no. 441. (Weshington: Supt. Docs. 1953. Pp. 63.) 

Merchant marine studies. Hearings before a subcommittee of the Senate Committee on 
Interstate and Foreign Commerze, 83d Cong., 1st sss. (Washington: Supt. Docs. 1953. 
Pp. 678.) 

Workload of the Federal Commusications Commission. Hecring before the Senate Com- 
mittee on Interstate and Foreigr, Commerce, 83d Cong., Ist sess., May 18, 1953. (Wash- 
ington: Supt. Docs. 1953. Pp. 50.) 


Industry Studies 


BANCROFT, E. C., Croox, W. H. and Kessrer, W. C. Textiles—a dynamic duet 
Re-issue, (Hamilton, N.Y.: Dept, of Economics, Colgate Univ. 1951. Pp. 284, mimeo. 
$5.) 

Cuarman, H. H. and others. The iron and steel industries of the south. Bur. of Bus. Re- 
search ser. no. 17. (University: Univ. of Alabama Press. 1953. Pp. vi, 427. Paper $6; 
cloth $7.50.) 


Land Economics; Agricultural Economics; Economic Geography 


Armore, S. J. The demand and price structure for food fats and oils. Dept. of Agric. tech. 
bull. no. 1068. (Washington: Supt. Docs. 1953. Pp. 69.) 

Baxxen, H. H. and Murer, W. F. The market for Wisconsin binder leaf tobacco. Re- 
search bull 181. (Madison: Univ. of Wisconsin. June 1953. Pp. 47.) 
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BarrarwEe, W. C. and Grekowsxv, S. Economic values of salmon and steelhead trout in 
Oregon rivers. Bur, of Bus. Research pamph. (Eugene: Univ. of Oregon. 1953. Pp. 61. $1.) 


Bzeprorp, L. A. and Jounson, G. L. Farm management analysis. (New. York: John Wiley. 
1953. London: Chapman & Hall. Pp. xii, 438. $5.75.) 


Cépipr, M. and LENGELLÉ, M. Economie alimentaire du globe: essai d'interprétation. 
(Paris: Lib. de Médicis. 1953. Pp. 654.) 


Corran, M. L. Renewing our cities. (New York: Twentieth Century Fund. 1953. Pp. x, 
131. $2.50.) 


ExumzNnmERG, P. and others, Bodenabtrag und Bodenschutz—Beitráge sum Problem der 
Bodenezosion für landwirtschaftliche Beratung urd Umlegung. (Bad Godesberg: Institut 
für Raumforschung. 1953. Pp. 147, mimeo. DM 3.-.) 

This study contains part of the investigations on soil erosion and soil conservation that 
were carried out in Germany after 1945. These papers were originally read at the annual 
conferences of the 6th Committee (agricultural engineering, soil conservation) of the 
Deutche Bodenkundliche gesellschaft (association of German soil scientists) in 1950 
and 19851. 


GREBLER, L. The role of federa: credit aids in residential construction. Occas. paper 39. 
(New York: Nat. Bur. of Econ. Research, 1953. Pp. 76. $1.) 


Kyxarr, J. G. Stokdyk, architect of cooperation. (Washington: American Institute of Co- 
operation. 1953. Pp. ix, 229. $3.) 

As a part of its review of the career of the late E. A. Stokdyk, the book contains a 
considerable amount of interesting material with regard to the development of co- 
operative marketing and finance since the '20s. I: also provides a selection oi Stokdyk's 
writings on these subjects. 


MarzwsAUM, W. The world wheat economy 1885-1939 (Cambridge: Harvard Univ. Press. 
1953. Pp. xiv, 262. $6.) 


Stamp, L. D. Am intermediate commercial geography. Pt. I, Commodities and world trade. 
10th ed. rewritten. (New Yorx: Longmans, Green. 1953. Pp. viii, 288. $3.25.) 


Agricultural credit. Hearings before the House Committee on Agriculture, 83d Cong., 1st 
sess., Apr. 21-25, 1953. (Washirgton: Supt. Docs. 1953. Pp. 196.) 

Brazilian coffee: production and world trade. (Washington: Office for Agric. Relator: 
For. Svce. of U.S. 1953. Pp. 182.) 


Conservation and watershed programs. Hearings before the House Committee on Agri- 
culture, 83d Cong., Ist sess. (Washington: Supt. Docs. 1953. Pp. 295.) 


County and city data book, 1952: A statisticcl abstract supplement. Prepared under the di- 
rection of Morris B. Ullman, Office of the Asst. Director for Statistical Standards, Bureau 
of the Census. (Washington: Supt. Docs. 1953. Pp. xxx, 608. $4.25.) 

A current reading list of publications of the Housing and Home Finance Agency. (Wash- 
ington: Office of Administrator, Housing and Hcme Fin. Agency. 1953. Pp. 13.) i 

An zconomic & cost survey of the copra industry in the territory of Papua & New Guinea. 
Bur. of Agric. bull. no. 9, (Canberra, Australia: Dept. of Commerce and Agric. Pp. viii, 
70.) 

Farm Credit Act of 1953. Hearings before the House Committee on Agriculture, 83d 
Cong., ist sess, (Washington: Supt. Docs, 1953. Pp. 154.) 


Farm Credit Act of 1953. Hearings before the Senate Committee on Agriculture and 
Forestry, 83d Cong., Ist sess, May 11, 12 and 26, 1953. (Washington: Supt. Docs. 1953. 
Pp. 139.) 

Farms end farm denied population, income, and housing characteristics by economic 
class of farms. A special cooperative report of Bur. of the Census. (Washington: Supt. 
Docs. 1953. Pp. 98.) 


Farm-oferator family level-of-living for counties of the United States 1930, 1940, 1945 and 
1950. (Washington: Bur. Agric. Econ. 1952. Pp. 82.) 
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Federal Power Act (water conservation facilities). Hearing before ihe House Commitiee 
on Interstate and Foreign Commerce, 83d Cong., ist sess., July 17, 1953. (Washington: 
Supt. Docs, 1953. Pp. 57.) 


Fees and charges schedule governing guaranteed housing loans. Hearings before the Sub- 
committee on Housing of ihe House Committee on Veterans Affairs, 831 Cong.. ist 
sess., June 18 and 19, 1953. (Washington: Supt. Docs. 1953. Pp. 130.) 


Foreign trade in agricultural products. Hearings before the Senate Committee o% Agriculture 
and Forestry, 83d Cong., 1st sess. (Washington: Supt. Docs. 1953, Pt. 1.; 


Housing Act amendments of 1953. Hearings before the Senate Committee on Banking and 
Currency, 83d Cong., 1st sess. (Washington: Supt. Docs. 1955. Pp. 280.) 


Investigation of public housing activities in Los £ngeles. Hearings before a special sub- 
commitice of the House Committee on Govt. Operations, 83d Cong., 1st sess. (Washing- 
ton: Supt: Docs. 1953. Pp. 462.) 

Land utilization—a graphic summery. Cooperative report by Bur. of tke Census and Bur. 
of Agric. Econ. (Washington: Supt. of Docs. 1952. Pp. 68.) , 

Registrar of building societies fifteenth annual report for the period ended 32st December 
1952. (Pretoria, S.A.: Government Printer. 1953, Pp. 35. 7s., 6d.) 

1950 United States census of housing—general cheracteristics. Prepared under the super- 
vision of the chief of the Pop. and Housing Div., Bur. of the Census. (Washington : Supt. 
Docs. 1933, Pp. 147.) 

Publications om agricultural cooperation. Farm Credit Admin. pub. (Washington: Supt. 
Docs. 1953. Pp. 30.) 

Wheat marketing quotas and. acreage allotments. Hearings before the Senate Committee on 
Agriculture and Forestry, 83d Cong., Ist sess., June 25 and 26, 1953. (Washington: Supt. 
Docs. 1953. Pp. 93.) 

Working Denver: an economic analysis by the Denver Planning Office, 1953. (Denver: 
Dept. of Planning, City and County of Denver. 1953. Pp. ix, 163. $1.50.) 


, 


Labor 


Cumo, C. Review and reflection: a half-century of labor relations. (New York: B. C. 
Forbes. 1953. Pp. 198. $3.95.) 


Duwror, J. T. and Hzarv, J. J. Collective bargaining—principles and cases. Rev. ed. 
(Homewood, Ill.: Richard D. Irwin. 1953. Pp. xv, 511. $6.) 

The first edition appeared in 1949. The present edition retains 32 of the 70 cases of 
the earlier volume, and adds 47 new cases. New sections on "Health, Welfare, and 
Pension Benefits" and "Special Problems of Contract Interpretation" and a new chapter 

,on “The Collective Bargaining Process” have been added. 


Forsow, J. C. Migratory agricultural labor in the United States—an annotated bibliography 
of selected references. Dept. Agric. lib. list 59, (Washington: Supt. Docs. 1953. Pp. 64.) 

Gittow, A. Wage determination under national beards. (New York: Prentice-Hall. 1953. 
Pp. viil, 248. $5.35.) 

GUCLELMI, J.-L. and Perrot, M. Salaires et revendications sociales en France 1944-1952. 
Centre d'Etud. Econ. stud. no. 9. (Paris: Lib. Armand Colin. 1953. Pp. 248.) 


Hors, J., Il. 3 southern planis of International Harvester Company. Report no. 6: 1, 
selected stud. of negro employment in the south, NPA Committee af the South. 
(Washington: Nat. Planning Assoc. 1953. Pp. x, 143. $1.75.) 

Lazar, J. Due process on the railroads: disciplinary grievance procedures before the Na- 
tional Railroad Adjustment Board. (Los Angeles: Institute of Industrial Relations, Univ. 
of California. 1953. Pp. ix, 38.) 

Lorwin, L. L. The international labor movement: history, politics, outlook. (New York: 
Harper. 1953. Pp. xviii, 366. $5.) 
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Nunn, H. L. The whole man goes to work. (New York: Harper. 1953. Pp. x, 214. $3.) 

Pierson, F. C. Community wage patterns. Institute of Indus. Relations pub. (Berkeley and 
Los Angeles: Univ. of California Press. 1953. Pp. xvii, 213. $3.75.) . 

Sema, J. American labor from defense to reconversion. (Chicago: Univ. of Chicago 
Press. 1953. Pp. xi, 307. $5.50.) 

SxuLTZ, G. P. and CorEwaw, J. R. Labor problems: cases and readings. (New York: 
McGraw-Hill. 1953. Pp. xiii, 453. $4.50.) 

Togrr, S. H. Collective bargaining: negotiations and agreements. (New York: McGraw- 
Hill. 1953. Pp. ix, 323. $5.50.) 

Urerxxscw, V. The telegraphers—their craft and tkeir unions. (Washington: Public Affairs 
Press. 1953. P5. v, 218.) 


Anclysis of wotk stoppages during 1952. Bur. of Lab. Stat. Bull. no. 1136. 1953. Pp. 37. 


Annual report cn the labor force, 1953. Bur. of Census Curr. pop. repts., Lab. force ser., 
no. 45, July 1953. (Washington: Supt. Docs. 1953. Pp. 29.) 

A comparative brint showing the Wagner Act as amended by the Taft-Hartley Act with 
1951 amendments and proposed Senate amendments thereto as of March 21, 1953. Senate 
Committee on Lab. and Pub. Welfare. (Washington: Supt. Docs. 1953. Pp. 93.) 

Directory of labor unions in the United States, 1953: national and international unions, 
state labor organizations. BLS bull. no. 1127. (Washington: Supt. Docs. 1953. Pp. 46.) 

International Labor Office publications, Geneva and Washington: 

Migrant workers (underdeveloped countries). Internat. Lab. Conference, thirty-seventh 
sess, Rept. V (1). Pp. iv, 129. 75c. 

Trade union rights in Czechoslovakia. 8th and 10th repts. of the Committee on Freedom 
cf Associaticn approved by the Governing Body of the Internat. Lab. Office, June 26, 
1953. Pp. 45. 40c. 

Ferced labour. Rept. of the Ad hoc committee. ILO stud. and rept. (n.s.) no. 36. Pp. 
vii, 619. 

Report cf the director-general. Asian Regional Conference, Tokyo, Sept. 1953. Pp. iv, 91. 
30c. 

Seventh icd of the International Labour Organization to the United Nations. Pp. v, 
444. $2.5 

Issues in Mrd retirement. Rept. 6, pt. 1, Retirement policies and the railroad retire- 
ment system. A report of the Joint Committee on Railroad Retirement Legislation, 83d 
Cong., Ist sess. (Washington: Supt. Docs. 1953. Pp. xxv, 770, Ixxv. $2.) 

Lists of wage stadilization cases acted on by the headquarters of the National War Labor 
Board, 1942-45. Compiled by E. Rebec, A. Hecht, and P. Flynn. Pub. no. 53-19, Spec. 
lists no. 10. (Washington: Nat. Archives, 1953. Pp. 162.) 

Manpower: the nation’s first resource. Pamph. no. 83. (Washington: Nat. Planning Assoc. 
1953. Pp. viii, 5. $1.) 


Population; Social Welfare and Living Standards 


Frumein, G. Population changes in Europe since 1939. (New York: Augustus M. 
Kelley. Lcndon: Allen and Unwin. Pp. 191.) 

Grass, D. V., ed. Introduction to Malthus. (New York: John Wiley. London: Watts & 
Co. 1955. Pp. x, 205. $2.75.) 

Gorpow, L. J. Economics for consumers. 3d ed. (New York: American Book Co. 1953. 
Pr. xvi, 610. $6.) 


. MacSrecor, D. C. The proposed old age pension: the limitations of a universal flat rate 


system supported by earmarked revenue. Canadian tax papers no. 4. (Toronto: Canadian 
Tax Foundation. 1951. Pp. 31. $.50.) 

Mazor, P. The stcndards we raise: the dynamics of consumption. (New York: Harper. 
1953. Pp. xiii, 173.) The theme of this book is that a rising standard of living of the 


it 
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T people is the essential means by which private competitive enterprise may 
progress and the economy may:be made healthy and strong. ; 
NELLNER, W. Die Wanderungen im Bundesgebiet 1951. (Bad Godesberg: Institut. für 

Raumforschung. 1953. Pp. 114. DM 4,-.) 5 
An English summary is appended. ES 

Accident and health coverage in the United States as of December 31, 1952. Annual pua i2 
of the Health Insurance Council (New Vork: Inst. of Life Tnsurance. 1953. Pp. any 

Disability insurance 1952: a review of disability insurance laws as of May 1953. Pub. no. 
97. (Chicago: Research Council for Economic Security. 1953. Pp. 30.) 

Economic problems of am aging population. Rept. 6, pt. 2, Retirement policies and the 
railroad retirement system. A report of the Joint Committee on Railroad Legislation, 
83d Cong., Ist sess, (Washington: Supt. Docs. 1953. Pp. ix, 172, xvii. .45c.) 

Family income, expenditures, and savings in 1950: from the survey of consumer expendi- 
tures in 1950, (Washington: Supt® Docs, 1953. Pp. 66.) 

Dr. Alfred J. Hosch: Risiks und Kosten in der Krankenpflegeversicherung. Staatswiss. 

, Stud. vol. 13. (Bern: A. Francke, 1953. Pp. 127. Sw.tr. 12.-.) 

Pensions for the self-employed and the pensionless employed, Testimony by the American 
Bar Assoc. and American "Medical Assoc. before the House Committee on Ways and 
Means, Aug. 12, 1953, Bull. 96, Bur. of Medical Econ. Research. (Chicago: American 
Medical Assoc. 1953. Pp. 23.) 

Railroad Retirement Act (dual benefits). Hearings before the House Committee on Inter- 
state and Foreign Commerce, 83d Cong., Ist sess. (Washington: Supt. Docs, 1953, Pp. 
268.) 

Retirement policies and the railroad retirement system. Pt. 1, Issues in railroad retirement. 
Pt. 2, Economic problems of an aging popuiation. Report of the Joint Committee on 
Railroad Retirement Legislation, 83d Cong. 1st sess, Senate rept. no. 6. (Washington: 
Supt. Docs. 1953, Pp. 770; 172.) 

Unemployment insurance legislative policy: benefits, eligibility. (Washington: Dept. of 
Labor, Bur. Employment Security. 1953. Pp. 72.) 

Unemployment insurance. Hearings before the House Committee on Ways and Means, 
83d Cong., Ist sess. (Washington: Supt. Docs. 19£3, Pp. 161.) 





Unclassified 


Benprx, R., and Lxeser, S. M. Class, status and power, (Glencoe, Ill.: Free Press 1953. Pp. 

. 723. $6.) 

FisweEr, S. N., ed. Evolution in the Middle East: veform, revolt and change. (Washington: 
'The Middle East Institute. 1953. Pp. 97. $1.50.) 

A series of addresses presented at the Seventh Annual Conference on Middle East 
Affairs, sponsored by the Middle East Institute, March 6-7, 1953. 

Frorinsxy, M. T. Russia: a history and an interpretation. 2 vols. (New York: Macmillan, 
1953. Pp. xv, 628, xxiv; viii, 629-1509, xxv-lxxvi. $15.) 

Hasrucx, P. The government and the people 1939-1941. Vol. 1, ser. 4, Australia in the 
War of 1939-1945. Pub. by the Australian War Memorial, Canberra. (New York: 
Anglobooks. 1952. Pp. xvii, 644. 25/-.) 

Hertz, D. B. ed. Research operations in industry. Papers delivered et the Third Annual 
Conference on Industrial Research, June 1950. With selected papers from the first 
and second conferences. Sponsored by the Dept. of Indus. Engineering, Columbia Univ. 
(New York: King's Crown Press. 1953. Pp. xiv, 444. $8.50.) 


© 
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Manprvare, B. A letter to Dion (1732). With an introduction by Jacob Viner. Augustan 
Reprint Soc: pub. no. 41. (Los-Angeles: William Andrews/Clark Memorial Library. 1953. 
Pp. 70.) 

This was Mandeville’s last publication and was a reply to one of Bishop Berkeley’s 
* dialcgues in which Mandeville’s ideas had been attacked.. 
Marts, A. C. Philanthropy’s role in civilization: its contribution to Hews freedom. (New 
. York: Harper. 1653. Pp. xvi, 206, $3.) 


PERIODICALS 


Economic Theory; General Economics 


Arras, M. Z'Extension des théories de l'équilibre économique général et du rendement 
social au cas du risque. Econometrica, Apr. 1953. Pp. 22. 

Arın, B. W. Is group choice a part of economics? Quart. Jour. Econ., Aug. 1953, Pp. 18. 

Beacu, E. F. Market theory of Walras and Marshall. Jahrb. f. Nationalók. und Stat., 
July 1953. Pp. 6. " 

Berre, A. A. Wesley Clair Mitchell: the economic scientist. Jour. Am. Stat. Assoc., June 
1953. Pp. 5. 

BERNSTEIN, P. L. Profit theory—where do we go from here? Quart. Jour. Econ; Aug. 
1953. Pp. 16. 

Braven, V. W. Harold Adams Innis. Hermès, Oct. 1953. Pp. 6. 
Bovrpinc, K. E. Toward a general theory of growth. Can. Jour. Econ. Pol. Sci., Aug. 1953. 

‘Pp. 18. 

BucEANAN, J. M. The theory of monopolistic quantity discounts. Rev, Econ. Stud., 
1952-53 vol. XX(3), no, 53. Pp. 10. 

CASTIGLIONI, P. La determinatezza dell’equilibrio generale statico e dinamico. Giorn. d. 
Econ., Mar.-Apr. 1953. Pp. 10. 

CHAMPERNOWNE, D. G. A model of income distribution. Econ. Jour., June 1953. Pp. 34. 

Corven, W. M. The maximisation of profit by a newspaper. Rev. Econ. Stud., 1952-53 vol. 
XX (3), no. 53. Pp. 10. 

Coutsorn, W. A. L. Principal contributions to interest rate théory since Keynes's Theory. 
So. Econ. Jour., July 1953. Pp. 11. 

D'Appario, R. Su una funzione di ripartizione dei redditi del mortara. Giorn. d. Econ., Jan. - 
Feb. 1953. Pp. 40. 


Dewey, D. The income surplus theory of capital accumulation: An unfriendly appraisal. 
Weltwirtschaft. Archiv, vol. 70, no. 2, 1953. Pp. 10. 


EASTERBROOK, W. T. Innis and economics. Can. Jour. Econ. Pol. Sci, Aug. 1933. Pp. 13. 

‘Ersner, R. Depreciation allowences, replacement requirements and growth: comment, 
by M. J. Gordon, and rejoinder. Am. Econ. Rev., Sept. 1953. Pp. 11. 

Erreman, W. J. The shape of the average cost curve: comments, by L. S, Ritter, M. 
Kaplan and M. Bronfenbrenner, and rejoinder. Am. Econ. Rev., Sept. 1953. Pp. 10. 

Ferrer, F. W. The authorship of economic articles in the Edinburgh Review, 1802-47. Jour. 
Pol, Econ., June 1953, Pp. 28. 

Fremine, M. Optimal production with fixed profits. Economica, Aug. 1953. Pp. 22. 

Fossat, E. La politica finanziaria e la politica monetaria nel quadro della politica economica, 
generale. Il Risparmio, July 1953. Pp. 15. 

Frrepman, M. Choice, chance, and the personal distribution of income. Jour. Pol. Econ., 
Aug. 1053, Pp. 14. 

Grossman, G. Scarce capital and Soviet doctrine. Quart. Jour. Econ., Aug. 1953. Pp. 33. 

HansrEIN, I. N. and Minor, J. An axiomatic approach to measurable utility, Econometrica, 
Apr. 1983. Pp. 7. 

HiESER, R. A kinked demand curve for monopolistic competition. Econ. Record, May 1953. 
Pp. 16. 

Honwoop, O. P. F. Product pricing policy. So. Afr. Jour. Econ., June 1953. Pp. 16. 
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Isarn, W. Some remarks on the marginal rate of substitution between distance inputs and 

"location theory. Metroeconomica, Apr. 1953. Pp. 11. 

JonxsrDN, J. Cost-output variations in a multiple product firm. Man. Sch. Econ. Soc. 
Stud., May 1953. Pp. 14. 

Krörr, M. Das Rätsel "Volkswirtschaft. Schmollers Jahrb., vol. LX XIII, no. 3, 1953. 
Pr. 30. 

LAFFER, K. A note on some marginalist and other explanations of full cost price theory. 
Econ. Record, May 1953. Pp. 12. 

Macriz, A. L. Choice in psychology and as economic assumption. Econ. Jour., June 1953. 
P». 16. 

Macc, R. La Weltanschauung Marxista nei riflessi della critica psicoanalitica (Verso la 
teoria dei fatti entelechiani.) Giorn. d. Econ., Mar.-Apr. 1953. Pp. 46. 

Marnivaup, E. Note on von Neumann-Morgenstern's strong independence axiom. Econo- 
metriza, Oct. 1952, Pp. 1. 

. Caital accumulation and efficient allocation of resources. Econometrica, Apr. 1953. 
Pp. 36. 

MANNE, A. S. The strong independence assumption—gasoline blends and probability mix- 
tures. With additional note by A. Charnes. Econometrica, Oct. 1952. Pp. 5. 

MEETA, J. K, Equilibrium in macroeconomics. Indian Econ. Jour., July 1953. Pp. 11. 

METZNER, M. Wettbewerb in West und Ost. Schmollers Jahrb., vol. LXXIII, no, 4, 1953. 
Pp. 24: : 

Monrisurwa, M. The Hicksian micro-dynamics and the Keynesian macro-dynamics, Osaka 
Econ. Papers, Mar. 1953. Pp. 26. 

Natar, A. Possibilite d'agregation dans le cadre de la theorie des choix, Metroeconomica, 
Apr. 1953. Pp. 9. . 
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Eastman, H. C. The role of speculation in French foreign Hokiade crises, Jour. Pcl. Econ., 
June 1953. Pp. 12. 

Grerscu, H. Akzelerationsprinzip und importneigung. Weltwirtschaft. Archiv, vol. 70 
no. 2, 1953. Pp. 39. 

Hars, R. D. and G. E. Monopoly abroad: the antitrust laws and commerce in foreign 
areas. Texas Law Rev., May 1953. Pp. 55. 

Havens, R. M. The significance for American policy of British reserve losses in 1951-1952. 
So, Econ. Jour., July 1953. Pp. 11. 

Heuss, E. Förderung des Zahlungsbilenzaugleichs durch Ausbau des EZU-Mechanismus. 
Aussenwirtschaft, Mar. 1953. Pp. 11. 

Hicxs, J. R. An inaugurcl lecture. Oxford Econ. Papers, June 1953. Pp. 19. 

Karz, S. I. The Canadian dollar: a fluctuating currency. Rev. Econ. Stat., Aug. 1953. Pp. 8. 

Kriz, M. A. Le prix de l'or et le convertibilité des monnaies. Rev. Sci. et Leg. Finan., 
July-Sept. 1953. Pp. 17. 

Künc, E. Konvertibilita: und Europäische SA SR: Aussenwirtschaft, June 1953. 
Pp. 24. 
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Lercu-Ross, F. Sterling convertibility. So. Afr. Jour. Econ., Mar. 1953. Pp. 10. 
E E. The purposes of the International Monetary Fund. Econ. Record, May 1953. 
10. 

MarkAMA, V. I Paesi “periferic? di fronte alla fluituazione economica internazionale. 
Giorn. C, Econ., Mar.-Apr. 1953, Pp. 14. 

Mrwxorp, H. Ansüizé zu einer internationclen Wirtschaftspolitik. Jahrb. f. Nationalék. 
uad Stat., July 1953. Pp. 16. 

Mever, E. S. Recognition oj exchange conirols after the International Monetary Fund 
agreement. Yale Law Jour., May 1953. Pp. 45. 

Naxastan, S. The security of. foreign petroleum rescurces, Pol. Sci. Quart., June 1953. 
Pp. 22. 

Ozca, S. A. A note on the geometrical representation of elasticity of demand for imports. 
Economica, May 1953. Pp. 8. e 

Rers, G. L, Price effects and the foreign trade multipiiers. Rev. Econ. Stud., 1952- 53 vol. 
XX(3), no. 53. Pp. 4. 

Sasscer, F, P. One billion dollars go abroad. Surv. Curr. Bus., June 1953. Pp. 3. 

Spraos, J. The theory of forward exchange and recent practice. Man. School Econ. Soc. 
Stud., May 1953. Pp. 31. 

VrgrxoN, R. Launching the European Coal and Steel Community. Dept. of State Bull, 
June 8, 1953. Pp. 6. 

WarANABZ, T. Dollar shortage—some theoretical explanations. Osaka Econ. Papers, Mar. 
1353. Pp. 11. 

Wxjmuorps, H. W. J. The South African pound, So. Afr. Fin. & Tode Rev., July 19537 
. Fp. 11. 

ZawADZKZ, K. K. F. The economics of the Schuman Plan. Oxford Econ, Papers, June 
1953. Pp. 33. 

. Osterreich und das europäische Zahlungsbilanzproblems: Monatsberichte des Oster. Inst. f. 
Wirtsckaftsforschung, Supp. 20, July 1952. Pp. 15. : 

Export trade strengthens U.S. economy. For. Com. Weekly, July 27, 1953. Pp, 5. 

Support jor extension of Trade Agreements Act. Dept. 'of State Bull., May 25, 1953. Pp. 6; 

United States postwar investment in Latin America. Fed. Res. Bull, May 1953. Pp. 5. 


Business Administration 


Binxrev, W. J. A psychological approach to consumer behavior analysis. Jour. Marketing, 
July 1653. Pp. 8. 

Dray, A. H. The relation of law and economics to the measurement of income. Accounting 
Rev., July 1953. Pp, 15. 

pe Bopr, J.-P. Une orientation récente de Véconomie politique: Véconomie de Ventreprise 
(xtanagerial ou business economics). La Vie Econ. et Soc., Jan.-Mar, 1953. Pp. 9. 

Gowon, M. J. The valuation of accounts at current cost. Accounting Rev., July 1953. 
Pp. 12. . 

Jervis, F. R. J. Profits in large scale relasie: Man. School Econ. Soc, Stud., May 1953. 
Pp. 11, 

Kroer, K. Depreciation and maintenance of fixed assets in inflation. Osaka Econ. Papers, 
Mar. 1353, Pp. 11. 

Martinez, A. S. Estudio comparativo de los Comisarios de Sociedades Anónimas. Rev. 
Escuela de Contabilidad Econ. y Admin., July 1953. Pp. 30. 

Naven, X. D. and Jackson, G. A., JR. Prices as indicative of competition among retail 
;aod stores. Jour. Farm Econ., May 1953. Pp. 13. 
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Rosow, J. M. Executive compensation in small companies. Harvard Bus, Rev., May-June 
1953. Pp. 9. 

"Taccanr, H. F. Sacred cows in accounting. Accounting Rev., July 1953. Pp. 7. 

Vazs, U. La hiérarchie dans la structure de l'entreprise. Annales de A Econ. Appliquées, 
July 1953. Pp. 55. 

Wien, P. Wirtsckafts- und Organisationspolitik im salaries Kohlenbergbau bis 
sur Errichtung der Montanunion. Europa Archiv, July 1953. Pp. 11. 
Product costs for pricing purposes. Research ser. no. 24, NACA Bull, Aug. 1953. Pp. 56. 


Industrial Organization; Public Regulation of Business 


Cross, J. S. Vertical integration in the oil industry. Harvard Bus. Rev. July-Aug. 1953. 
Pp. 13. * 

Harsury, C. D. and Rasxrwp, L. J. The British epproach io monopoly control, quee 
Jour. Econ., Aug. 1953. Pp. 27. 

HIRSHLEIFER, J. War damage insurance. Rev. Econ. Stat., May 1953. Pp. 10. 

Jewkes, J.Monopoly and economic progress. Economica, Aug. 1953. Pp. 18. 

Kerry, D. W. The administration of the National Coal Board. Pub. Admin., Spring 1053. 
Pp. 11. 

TaurTsCHER, A. Die Ofentlichen Unternehmen und ihre wirtschaftspolitischen Aufgaben. 
: Zeitschr. f. die Ges. Staatswiss., vol. 109, no. 3, 1953. Pp. 24. 

Tosin, J. A survey of the theory of rationing. Econometrica, Oct. 1952. Pp. 33. 

Wicxuam, S. Observations sur l'intégration et la diversification des entreprises. Rev. 
Écon., July 1953, Pp. 18. 

Report and comments of the Select Committee on Nationalised Industries. Pub. Admin., 
Spring 1953. Pp. 8. 


Public Utilities; Transportation; Communications 


Kwowrzs, K. G. J. C. and Core, H. J. D. Rates and earnings in London transport. Bull, 
Oxford Univ. Inst. Stat., Aug. 1953. Pp. 34. 

Lek, M. W. Hydroelectric power in the Columbia basin. Jour. Bus. Univ. Chicago, July 
1953. Pp. 17. 

Mever, H. R. Das Prinzip der Eigenwirtschaftlichkest des Schienen- und Strassenverkehrs. 
Voraussetzungen. und wirtschaftsbolitische Konsequenzen. Wirtschaft und Recht, vol. V, 
no. 2, 1053, Pp. 11. 

Snowvon, H. T. Aviation policy and international relations. Dept. of State Bull, July 13, 
1953, Pp. 5. H 

VERMETIEN, J. G. and PLANTINGA, J. The elasticity of substitution of gas with respect to 
other fuels in the United States. Rev, Econ. Stat., May 1953. Pp. 4. 


Land Economics; Agricultural Economics; Economic Geography 


Baum, E. L^and Warkus, H. G. Some economic implications of input-output relation- 
ships in fryer production. Jour. Farm Econ., May 1953. Pp. 13. 

CocugANE, W. W. and Lamps, H. C. The nature of the race between food supplies and 
demand in the United States, 1951-75, Jour. Farm Econ., May 1953. Pp. 20. 

Conway, F. The industrial structure of towns. Man. School Econ. Soc. Stud., Mzy 1953. 
Pp. 11. 

Dicxsow, H. Forest rotation—a Lbxdrbelok to the theory of the optimum investment 
period. Weltwirtschaft. Archiv, vol. 70, no, 2, 1953. Pp. 32. 
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Fox, A. Factors affecting the accuracy of price forecasts. Jour. Fary Econ. Aug, 1953. 
Po. 18. 
Gnar T. F. Hedging—how effective is it? Jour. Farm Econ., Aug. 1953. Pp. 16. 


Hespg, E, WoopwonrE, R., Carron, D. and Asuton, G. Productivity and substitution 
coeficients in pork output. Jour. Farm Econ., Aug. 1953. Pp. 14. 

Kenrerck, J, W. and Jonzs, C. E. Farm capital outlays and stock. Surv. Curr. Bus., 
Auz. 1953. Pp. 8. 

McDoNarp, S. L. The integration process m aera problems, Jour. Farm: Econ., 
Auz. 1953. Pp. 10. è 


MacGrecor, D. C. The economist looks at the oceans. Proceedings of the Royal Society 
of Canada, June 1949. Pp. 13. 


Mac:NrTOsE, R. M. Price mechanism in the market for mortgage loans. Can. Jour. Econ. 
Pol, Science., May 1953. Pp. 10. 

OSTROM, V. State administration of natural resources in the West. Am. Pol. Sci. Rev., June 
1953. Pp. 16. 

SHEEHERD, G. What should go into the parity price. formula? Jour. Farm Econ., May 
1953, Pp. 14. 

Srrest, J. H. The “labor vacuum. ” and cotton mechanization, Jour. Farm Econ., Aug. 

_ 19533. Pp. 17. 

Tarcser, C. Using the census of agriculture. Estadística, Mar. 1953. Pp. 8. 

'Tusvzy, R. Development charges and the Compensalor-betterment: problem. Econ. Jour., 
June 1953, Pp. 19. i 

Warams, W. F. Price expectations and production plans. Jour. Farm Econ., Aug. 1953. 
Pr. 16. 

Attitudes and expectations of wheatgrowers in New South Wales. A yépořt on a co- 
operative survey conducted by the Commonwealth Bureau of Agricultural Economics 
amd the Division of Marketing and Agricultural Economics, U.S.N. Dept. of Agriculture. 
Rey. Marketing Agric. Econ., Mar. 1953. Pp. 67. 


Tke balance sheet of agriculture, 1953. Fed. Res. Bull., Aug. 1953. Pp. 12. 
Objectives and scope of an agricultural statistics system. Estadística, Mar. 1953. Pp. 10. 
Residential real estate developments. Fed. Res. Bull., Aug. 1953. Pp. 6. 


Urarium in South Africa. (Prep. in the office of the Atomic Energy Board.) So. Afr. Jour. 
Econ., Mar. 1953. Pp. 5. 


‘Labor 


Aaron, B. Public opinion and the union shop. So. Econ. Jour., July 1953. Pp. 7. 

Bzozit, M. S. Employment and income oj negro workers—1940-52. Mo. Lab. Rev. 
June 1953. Pp. 6. 

Bnaozmr, W. G. Jr. Trade unionism and full employment. So. Econ. Jour, July 1953. 
Pp. 13. t ] 

Curtstenson, C. L. The theory of the offset factor: the impact of labor disputes: «pon 
cecal production. Am. Econ. Rev., Sept. 1953. Pp. 35. 

Greene, B.-A. Workmen's compensation in the United States. IV, YN; Occupational discas 
Medical services. Mo. Lab. Rev., July and Aug. 1953. Pp. 5; 4. 

Gross, E. Some functional consequences of primary controls in formal work organisations! 
Am. Sociol. Rev., Aug. 1953. Pp. 5. 

Hoexins, S. V. Industrial stoppages and their economic significance. Oxford Econ. Papers, 
Jane 1953. Pp. 12. 

Jansson, K: The employment of handicapped weathers: in industry. Internat. Lab. Rev.; 
Aug. 1953. Pp. 16, ; 
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e equ J. L. Industry-mix ond wage rates in Kentucky. So. Econ. Jour., July 1953. 
p. 10. 
Krerer, F. M. White House intervention in labor disputes. Pol. Sci. Quart., June 1953. 
Pp. 14. 
MancHAND, J. Quelques aspects idéologiques des relations ouvriéres-patronales. Hermès, 
Oct. 1953, Pp. 9. 
Myers, A. H. Arbitrating industrial efficiency. Harvard Bus. Rev., July-Aug. 1953. Pp. 9. 
Nasg, E. Purchasing power of Soviet workers, 1953. Mo. Lab Rev., July 1953, Pp. 6. 
. Soviet union policy shift in training of industrial labor. Mo. Lab. Rev., June 1953. 
Pp. 3. 
Oxnam, D. W. Strikes in Australia, Econ. Record, May 1953. Pp. 17. 
Petsxo, J. Workmen's compensation in the United States, III—Federal legislation. Mo. 
Lab. Rev., June 1953. Pp. 7. 
PruisBuRY, W. H. Workmen’s compensation i in the United States: II—Court proceedings. 
. Mo. Lab. Rev., May 1953. Pp. 4. 
Reumus, C. M. The operation of the national emergency provisions of the Labor Manage- 
ment Relations act of 1947. Yale Law Jour., June 1953. Pp. 18. 
ROTTENBERG, S. Wage effects in the theory of the labor movement. Jour. Pol. Econ., Aug. 
1953, Pp. 7. 
Rowe, E. K. Pension plans under collective bargaining agreements, pt. III. Mo. Lab. Rev., 
July 1953. Pp. 9. 
Savrzs, L. R. and Strauss, G. What the worker really thinks of his union. Harvard Bus. - 
Rev., May-June 1953. Pp. 9, 
Scuacx, H. Der richtige und gerechte Lohn. Schmollers Jahrb., vol. LXXIII, no. 4, 1953. 
Pp. 34. 
Seman, J. Democracy in labor unions. Jour. Pol. Econ., June 1953. Pp. 11. 
‘Ssurciirr, A. W. The control of industrial labor in communist China. Mo. Lab. Rev., 
Aug. 1953. Pp. 5. 
STEINER, P. O. Collective bargaining and the public interest. Lab. Law Jour., June 1953. 
Pp. 7. 
Stevens, C. M. Regarding the determinants of union wage policy. Rev. Econ. Stat., Aug. 
1953. Pp. 8. 
TEELE, J. W. The continuous contract: new basis for labor relations. Harvard Bus. Rev., 
May-June 1953. Pp. 10. 
VERMEULEN, A. Collective profit-sharing. Internat. Lab. Rev., June 1953. Pp. 25. 
Yarrorr, B. and Davin, L. M. Collective bargaining and work stoppages involving teachers. 
Mo. Lab. Rev., “May 1953. Pp. 5. . 
and Wits, D. P., Jr. Federal seizures im labor-management disputes, 1917-52. 
Mo. Lab. Rev., June 1953. Pp. 6. : 
German co-determination law analysed. Lab. Gazette, May 1953. Pp. 3. 
Research on the attitudes of trade-union members. Mo. Lab. Rev., June 1953. Pp. 4. 


' The Federal Employers Liability Act, pt. II. A decade of progress under the Federal 
Employers? Liability Act, by W. H. DeParcq; Tke safety appliance Act and tke FELA, 
by D. W. Louisell and K. M. Anderson; The crisis in work injury compensation on and 
off the railroads by J. Pollack, and other articles. Law and Contemp. Problems, Summer 
1953. Pp. 110. 








Population; Social Welfare and Living Standards 


Barrow, R. J. Le problème de la population au Jcpon. La Vie Econ. et Soc., Jan.-Mar. 
1953. Pp. 10. 
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Benar, J. La répertition des dépenses de la population française en fonction de ses napis 
Popalatior, Apr.-June 1953. Pp. 28. 

Bercowitz, A. Age of workers in covered employment industry differences, 1949, Soc. Sec. 
Bull, Apr. 1953. Pp. 7. 

Crarx, C, Population growth and living standards. Internat. Lab. Rev., Aug. 1953. Pp. 19. 

DovuszLET, J. Sécurité sociale et démographie. Population, Apr.-June 1953. Pp. 22. 

Dovoaras, M. Welfare and redistribution. Can. Jour. Econ. Pol. Sci., Aug. 1953. Pp. 10. 

Gissoy, H. Migration from Western Europe. Dept. of State Bull, July 27, 1953. Pp. 8. 

Jour, W. A. The welfare state" in the light of economics and political ethics. Politeia, vol. 
4, 1332. Pp. 15. 

NErTER, F. Social security technigue and demography. Internat. Lab. Rev., June 1953. 
Pp. 10. 

Peacock, A. T. Social security and inflation: a study of the economic effects of an cdjust- 
able pensions scheme. Rev. Econ. Stud., 1952-53. vol. XX(3) no. 53. Pp. 5. 

Sopreroca, L. A. Seguridad social y doctrina. social católica. Bol. Estud. Econ., May 1953. 
Pp. 26. 

VAN ÜLINSTRA-BLEEKER, R. J. P. Algunos aspectos de la emigración y la immigración. 
Investigacion Econ., vol. XIII no. 1, 1953. Pp. 14. 

WARREN, G., L. Frogress toward migration committee’s goals. Dept. of State Bull, June 
22, 1953. Pp. 3. 

Wicny, P. Migratory movements in underdeveloped countries in course of industrialisa- 
tion. Internat. Lab. Rev., July 1953. Pp. 13. 

Worestern. I. Railroad retirement and old-age and survivors insurance work-history 
records, 1937-56. Soc. Sec. Bull., Apr. 1953. Pp. 2.. 


NOTES 


ANNOUNCEMENTS OF RETIREMENTS 


The practice of publishing annually a list of members of the profession retiring from 
active teaching at the close of each academic year will*be continued, Such list will be 
published in the March 1954 issue. Department heads of colleges and universities will be 
asked to submit the names of members of their staffs who will become emeritus in June 
1954. Individuals who wish to be included in the list are asked to advise department heads 
or the editor of the Review not later than January 4, 1954. 


z 


PUBLICATIONS 


A volume on The Teaching of Economics, sponsored by the International Economic As- 
sociation and UNESCO is to be published in April 1954. The volume consists of reports 
and papers on this subject presented at the Talloires Conference, August 27-30, 1951. 
Members of the American Economic Association will be able to purchase the volume, 
through the Secretary, at a reduced price. Fur-her particulars will be provided in the 
March number of the Review. i 


Economic Abstracts 


The Library of the. Economic Information Service of the Netherlands Ministry of 
Economic Affairs in collaboration with the Library of the Netherlands School of Economics 
and the Library of the Ministry of Social Atfairs is publishing a periodical entitled 
Economic Abstracts—a semi-monthly review of abstracts on economics, finance, trade and. 
industry, management and labour. Annual subscription rate outside of the Netherlands is 
Guilders 27.50. The periodical may be obtained through booksellers or from the publisher, 
Martinus Nijhoff, The Hague, Netherlands. Abstrarts published ia the form of documentary 
cards, as described in the September 1952 number of this Review, continue to be available 
on a subscription basis. 


RESEARCH FELLOWSHIPS AND GRANTS 


The Social Science Research Council has announced fellowships and grants of two dis- 
tinct types to be offered in 1954: (1) Those designed exclusively to afford training in 
research in social science and designated as Research Training Fellowships and Undergrad- 
uate Research Stipends; (2) Those designed to aid scholars of established competence in 
the execution of their research, namely, the Faculty Research Fellowships and Grants-in-Aid 
of Research. The latter awards are not available to students working for degrees. 

Inquiries should be addressed to the Social Science Research Council, 726 Jackson Place, 
N.W., Washington 6, D.C., and applications, on forms provided by the Council, must be 
filed not later than January 4, 1954. 

Jt is to be noted that Area Research Training Fellowships and Travel Grants for Area 
Research are no longer available. 


` Deaths 


Arthur A. Bright, Jr., died May 14, 1953. 

Theodore T. Bullock, professor of economics anc. business law in the College of Business 
Administration of the University of Nebraska, died September 22, 1953. 

Eli F. Heckscher, honorary member of the Áirerican Economic Association, died De- 
cember 23, 1952. 

Maurice C. Latta, assistant prozessor of economics in the College of Business Administra- 
tion of the University of Nebraska, died September 12, 1953. 
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Nicholas W. Rodin, research associate in the Russian Economics Project and lecturer ir 
McCoy College, Johns Hopkins University, died October 7, 1953. 

O. M. W. Sprague, professor emeritus of Harvard University, died May 24, 1953. 

Donald H. Wallace, director of the Woodrow Wilson School of Public and Internationa 
Affairs, Princeton University, died September 19; 1953. ' 


Retirements: 


J. I. Falconer, head of, the department of agricultural economics and rural sociology 
Chio State University, June, 1953. 

Clarence Heer, Kenan professor of economics, University of North Carolina. 

Solomon S. Huebner, as emeritus professor of insurance, the Wharton School, Uni 
versity of Pennsylvania, July, 1953. 

D. D. Lescohier, as emeritus professor of economi@, University of Wisconsin. 

Georze A. MacFarland, as emeritus professor of accounting, the Wharton School, Uni- 
versity of Pennsylvania, July, 1953. 

William H. Spencer, Hobart W. Williams distinguished: service professor of law anc 
business, School of Business, University of Chicago, September, 1953. 

John B. Woosley, Kenan professor of finance, University of North. Carolina. 


Appointments and Resignations 


Walter Adams, of Michigan State College, has been appointed to Attorney Genera 
Brownel's Committee to Study the Antitrust Laws. He is currently studying at Harvarc 
Law School on a Ford Foundation grant. 

Mortimer Andron has been promoted from assistant professor to associata professof o: 
economics at the University of California, Santa Barbara College. 

Robert L. Aronson has been promoted from assistant professor to associate professo) 
in the School of Industrial ard Labor Relations, Cornell University. 

Arthur Ashbrook, Jr., formerly of Duke University, is now assistant professor of econom- 
ics at Carnegie Institute of Technology. 

Lowell DeW. Ashby has been promoted to professor of economics at the University o: 
North Carolina and has been granted a leave of absence for 1953-54 to pursue postdoctora 
study at Harvard University under a Fund for the Advancement of Education fellowship 

Robert W. Austin has been promoted from lecturer to professor of business administra: 
tion at Harvard Business School. 

Eric Axilrod has joined the staff of the College of Business Administration, Butler Uni 
versity as associate professor of economics, 

Nethan A. Baily has been promoted from associate professor to professor of economic: 
and business administration at American University. 

Henzy H. Bakken has been promoted from associate professor to professor of agri 
culturel economics at the University of Wisconsin. 

Rickard J. Bannon, of the Catholic University of America, has accepted an appointment 
zo the accounting staff of DePaul University. 

Edward M. Barnet has been appointed acting assistant dean and acting director oi 
development in the Graduate School of Business, Columbia University. 

W. 3. Baughn has been promoted to professor of business administration at Louisiana 
State University. 2 

William J. Baumol is on leave of absence from Frinceton University and will be visiting 
professor of economics at the University of California, Berkeley, in the spring semester 

James H. Blackman, formerly of Johns Hopkins University, has been appointed associate 
professor of economics at the University of South Carolina. 
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V. W. Bladen has resigned as director of the Institute of Business Administration and 
has been appointed chairman of the department of political economy at the University of | 
Toronto. . 

Calvin P. Blair has been appointed instructor in economics at the University of Texas. 

Roy G. Blakey, of the University of Minnesota, has been requested by the University of 
Ankara and the U,S. Department of State to continue as professor of public finance at the 
University of Ankara through 1953-54. 

James W. Bennett, Jr., has been promoted from assistant professor to associate professor 
of transportation in the College of Business Administration, University of Tennessee. 

George D. Bodenhorn has been appointed assistant professor of business statistics in the 
Amos Tuck School, Dartmouth College. 

D. J. Bogue has been appointed associate director of the Scripps Foundation for Research 
in Population Problems at Miami University. 

Russell Bowers, of Emory UnivefSity and the University of Georgia, Atlanta, has been 
appointed visiting professor in the College of Business Administration, University of 
Georgia, Athens, for the Fall quarter. 

Jess W. Brandon has been appointed assistant professor of eccounting at the -University 
of Miami. 

Arthur Brodshatzer has been appointed assistant professor of accounting at the State 
College of Washington. 

Douglas S. Brown has taken a position as director of training at Manufacturers National 
Bank of Detroit. 

Milton P. Brown has been promoted from assistant professor to associate professor of 
business administration in the Harvard Business School. 

Pembroke H. Brown, retired from the University of Illinois, is teaching at Indíana State 
Teachers College, Terre Haute, in the current academic year. 

Karl Brunner has been promoted to associate professor of economics at the University 
of California at Los Angeles. 

Robert B. Buchele has been appointed assistant dean of the School of Business Admin- 
istration, University of California at Los Angeles. 

K. A. H. Buckley has been promoted to associate professor of economics at the Uni- 
versity of Saskatchewan. 

Harvey C. Bunke has been appointed assistant professor of transportation at the State 
University of Iowa. 

Robert L. Bunting has returned to the University of North Carolina as assistart pro- 
fessor of economics after having been on leave for military service. 

E. Douglas Burdick has been promoted from associate professor to E in the 
economic and social statistics department of the Wharton School, University of Pennsyl- 
vania. 

Carl R. Bye has been named dean of the Graduate School at Syracuse University. He 
will continue as associate dean of the Maxwell Schcol but will no longer serve as chairman 
of the department of economics. 

G. R. Bythewood has been appointed instructor in business administration at Louisiana 
State University. 

Harold R. Capener has been appointed associate professor in the department oi agri- 
cultural economics and rural sociology of Ohio State University. 

Alfred Carlip has been appointed instructor in economics at Wesleyan University. 

Thomas H. Carroll, dean of the School of Business Administration at the University of 
North Carolina, has been appointed director of the Division of Economic Development 
of the Ford Foundation for the year 1953-54. 

K. Laurence Chang has been appointed instructor in business administration at the 
University of Dayton. 


» 
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Stanley Chipper, formerly of Alma College, has ‘been appointed lecturer in economics 
at Michigan State College. 


J. W. Chisholm has been promoted to associate professor of economics at Louisiana 
State University. 


-Carl P. Ciosek has resigned as instructor in economics at the University of Connecticut. 


Robert L. Clodius has been promoted from assistant professor to associate professor in 
~ the department of agricultural economics, University of Wisconsin. 


Sanford Cohen has been appointed assistant professor of economics at Western Reserve 
University. 


Marshzll R. Colberg has been promoted to professor of economics at Florida State 
University. 

arnold Collery has been appointed instructor in economics at Amherst College. 

Lewis C. Copeland has been appointed lecturer in statistics in the College of Business 

_ Administ-ation, Universify of Tennessee. 

John R. Craf has been named dean of the School of Business, University of Louisville. 

M. E. Cravens, Jr., has been appointed associate professor in the department of agri- 
cultural economics and rural sociology of Ohio State University. 

Wilfrid H. Crook, of Colgate University, was on leave in the spring semester for research 
strdy on the general strike under a grant from the Social Science Research Foundation. 

John T. Croteau, formerly of the Catholic University of America, has been appointed 
associate professor at the University of Notre Dame. 

Donald Cullen has been appointed assistant professor in the School of Industrial and 
Labor Relations, Cornell University. 


John H. Cumberland has been appointed assistant director and research associate pro- 
fessor in the Bureau of Business and Economic Research of the College of Business and 
Prblic Administration, University of Maryland. 


M. Gardon Daniels has been appointed instructor in economics at Texas Agricultural and 
Mechanical College. 


Kenneth R. Davis has resigned from the University of North Carolina to join the 
iaculty of the Amos Tuck School, Dartmouth College, as assistant professor of marketing. 

Lloyd DeBoer has been appointed instructor in marketing at the University of Illinois. 

S. Joseph DeBrum, formerly of SCAP, has been promoted to professor of business and 
assistant director, School of World Business, San Francisco State College. 

Walter H. Delaplane has been named dean of the School of Arts and Sciences of Texas 
Agricultural and Mechanical College. 

Robert R. Dince has been appointed assistant prolesor i in the College of Business Ad- 
m_nistration, University of Georgia. 

Riley S. Dougan has been appointed instructor in the department of agricultural eco- 
nomics and rural sociology of Ohio State University. 

Richard A. Easterlin has been promoted from instructor to assistant professor of 
economics at the Wharton School, University of Pennsylvania. 


H. C. Eastman has been appointed lecturer in the department of political economy at 
the University of Toronto. 


Elvis L. Eckles has been promoted from instructor to assistant professor of economics 
at the University of Illinois. ` 


Bruce E. Edwards, formerly of the University of Michigan, has been appointed instructor 
in econamics at the University of Illinois. 


G. A, Elliott has been granted a year's leave of absence from the University. of Toronto 
tc accept a fellowship from the Guggenheim Foundation. 


Edward G. Emerling has been appointed instructor in economics at the Catholic Uni- 
versity of America. 
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M. Erselcuk, on leave from Purdue University, is teaching at the University o Mandalay, 
Burma, under a Fulbright grant. 

Khodadad F armanfarmaian, formerly of the University of Colorado, has been appointed 
instructor in economics at: Brown University. 

Blair C. Ferguson has been appointed instructor in economics at Washington and 
Jefferson College. 

Leo Fishman has been granted leave from West Virginia University to accept a Ford 
Foundation faculty fellowship. 

J. Anderson Fitzgerald is on leave from the University of Texas to serve in the Educa- 
tion Division of the Mutual Security Agency in Bangkok, Thailand until April 1954. 

John R. Fitzpatrick has been appointed lecturer in labor law at the Catholic University. 
of America. 

Dwight P. Flanders has been promoted from associate professor to professor of economics 
at the University of Illinois. 

Minard I. Foster has been appointed assistant professor of marketing at the University 
of Miami School of Business Administration. 

George N. Francis has been promoted from assistant professor to associate professor of 
accounting at Los Angeles State College of Applied Arts and Sciences. 

Gerald F. Franklin has been promoted from instructor to assistant professor o economics 
at the University of Miami. 

William C. Frederick has been appointed assistant professor of economics at the Uni- 
versity of Tampa. 

Robert Freedman, of Colgate University, is cirector ‘of the Colgate _Economics 
Study Group at Knoxville, Tennessee, in the current semester. 

Irwin Friend has been promoted from lecturer to research professor of finance at the 
Wharton School, University of Pennsylvania. 

John L. Fulmer, formerly of the University of Virginia, is now associate professor of 
business administration at Emory University. 

Merrill M. Gaffney has been appointed instructor in economics at the Univessity of 
Oregon, 

Lowell N. George has resigned as head of the economics department of Muskingum 
College to take a position in the Training Division of the Goodyear Tire and Rubber 
Company. 

Frank R. J. Gerard, formerly with J. Walter Thompson Co., in India, and with the 
Canadian Bank of Commerce, has been appointed lecturer in foreign advertising and 
marketing at the School of World Business, San Francisco State College. 

James A. Gerding has been appointed lecturer in management in the School of Business, 
Indiana University. 

Robert A. Goodell has joined the faculty of the University of Maryland as assistant 
professor of business organization. 

Charles S. Goodman has been promoted from essistant professor to associate professor 
of marketing and foreign commerce at the Wharton School, University of Pernsylvania. 

Oscar R. Goodman has been appointed associate professor of business administration at 
the State College of Washington. 

Michael Gort has been appointed associate in economics at the University of California, 
Berkeley. 

Wytze Gorter has been promoted to associate professor of economics at the University 
of California, Los Angeles. 

G. K. Goundrey has been appointed lecturer in the department of political economy, 
University of Toronto. 

Truman F. Graf has been promoted from instructor to assistant professor of economics 
at the University of Wisconsin. 
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F. J. Guerra has been appointed instructor in accounting at Louisiana State University. 

Editha Hadcock has been promoted from associate professor. to professor of economics at 
De Pauw University. 

Morris Hamburg has been promoted from instructor to assistant professor of statistics 
at ths Wha-ton School, University of Pennsylvania. 

Rector E. Hardin has resigned from the University of Georgia to become head of the 
economics department, Howard College, Birmingham, Alabama. 

William H. Harris has been appointed assistant professor of business administration in 
the College of Business Administraticn, University of Georgia. 

J. W. Harvey has been appointed lecturer in the department of political economy in the 
University of Toronto. 

Robert O. Harvey, formerly of Indiana University, has been appointed assistant profes- 
Sor of economics at the University of Illinois. 

Everett D. Hawkins has returned to Mount Holyoke College after serving the Depart- 
ment of State in Indonesia and Washington the past two years. 

Ralph C. Heath is now assistant professor of transportation at the University of Wash- 
ingtcn after having completed a tour of active duty with the Air Force. 

K. F. Helleiner has been promoted from assistant professor to associate professor in the 
department of political economy, University of Toronto. 

Charles N. Henning has been promoted to associate professor of finance in the College 
of Basiness Administration, University of Washington. 

William C, Henry has been promoted from associate professor to professor of accounting 
at tke University of Tennessee. 

W. L. Heuser has been appointed instructor in economics at Louisiana State University. 

Charles M, Hewitt, of the University of Alabama, is visiting lecturer in business law at 
Indiana University in the current academic year. 

. C. Addison Hickman has resigned from the University ‘of Illinois to accept an appoint- 
ment as head of the department of economics, University of North Carolina State College, 
Raleigh, 


Howard. L. Hoag has been promoted from instructor to assistant professor of economics 
at Purdue University. 


Donald S. Holm, Jr., has been promoted to associate professor of business management 
at the University of Missouri. . 

Richard H. Holton has been appointed assistant professor of economics ai Harvard 
University. 

Joseph S. Hopson, of the University of Texas, has been appointed assistant professor of 
acccunting in the College of Business Administration, University of Georgia. 

L. L. Esiao has been appointed instructor in economics at Lafayette College. 


Harriet D, Hudson has resigned from the University of Illinois to accept a deanship at 
Randolph-Macon College. 


Holand Hunter has been promoted to associate professor of economics at Haverford 
CoLege and is acting chairman of the department of economics, ` 


Neil H. Jacoby, of the University of California at Los Angeles, has been appointed to the 
Cotncil of Economic Advisers. 


F. Thomas Juster has been appointed instructor in economics at Amherst College. 

Robert Kane has been appointed instructor in management in the School of Business 
Administration, University of Miami. 

K. William Kapp has been promoted to professor of economics at Brooklyn College. 

Arthur Karasz has been appointed United Nations technical consultant to the Central 
Bark of 3olivia. ; ; 

Robert L. Katz has been appointed assistant professor of business administretion at the 
Amos Tuck School, Dartmouth College. 
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Peter Keir, formerly of Amherst College, is now with the Board of Governors of the 
Federal Reserve Board in Washington, D.C. 

Richard J. Kempe, formerly economist in the Department of Commerce, has been 
appointed economic editor of the National Committee for a Free Europe's magazine 
News from Behind the Iron Curtain. ; 

Hugh B, Killough has been appointed chairman of the department of economics at Brown 
University. 

Charles A. Kirkpatrick has been promoted to professor of marketing at the University 
of North Carolina. . 

Chester A. Kline has been promoted from assistant professor to associate professor in 
the insurance department, Wharton School, University of Pennsylvania. 

William A. Knoke has been promoted to associate professor in the department of 
marketing, State University of Iowa. 

David L. Koefod, formerly of the University of Minnesota, has been appointed assistant 
professor and research assistant in the Amos Tuck School, Dartmouth College. 

Irving B. Kravis has been promoted from assistant professor to associate professor of 
economics in the Wharton School, University of Pennsylvania. 

Edwin Kuh has been appointed lecturer in political economy at the Johns Hopkins 
University for the current academic year. 

Frederick C. Kurtz, of George Washington University, has been appointed assistant 
professor of accounting in the College of Commerc2, West Virginia University. 

Nathan Lacher has been appointed lecturer in accounting at the Catholic University of 
America. , 

Harold Q. Langenderfer has been appointed assistant professor of accounting at, the 
University of North Carolina. 

Thomas P. Lantos has resigned from San Francisco State College to accept a rosition in 
the economics department of the Bank of America. 

William L. Larger has been appointed instructor in marketing in the School of Business, 
University of Louisville. 

Harold J. Leavitt has been appointed associate professor of business administration in 
the School of Business of the University of Chicago, effective January 1, 1954. He is now 
serving as lecturer in University College. 

Leonard A. Lecht has resigned as assistant professor of economics at the University of 
"Texas to accept a position at Carleton College. 

William N. Leonard, formerly of Pennsylvania State College, is now chairmen of the 
department of economics and of the division of social science at Hofstra College. 

Theodore H. Levin has been promoted from assistant professor to associate professor of 
economics and business administration at American University. 

J ohn M. Lishan has been appointed acting assistant professor of ecoromics at the Uni- 
versity of California, Los Angeles. 

Charles R. Lockyer has been appointed researck associate at the Bureau of Business 
Research of the University of Kentucky. 

Clarence D. Long, on leave from the Johns Hopkins University, is serving as a a member 
of the staff of the Council of Economic Advisers. 

Lawrence F. Mansfield has been appointed assistant professor of economics at the 
University of Tennessee. 

Edward Marcus, of Brooklyn College, has received a grant from the Merrill Foundation 
for research on the effects of business cycles on U.S. imports in the post-World War II 
period. 

Shelly M. Mark, formerly chief economist of the Hawaii Office of Price Stabilization, 
has resumed full time teaching duties at the University of Hawaii. 

Donald B. Marsh has been appointed Bronfman professor of economics at McGill 
University. 
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Will E. Mason has been appointed assistant professor of economics at Washington and 
Jefferson College. 

John W. May has been promoted to professor of economics at Washington and Jeffer- 
son College. . 

Roy W. Mayberry, Jr., has been appointed instructor in economics in the College of 
Commerce, West Virginia University. 

Thomas Mayer, of Columbia University, has been appointed assistant professor of 
econcmics in the College of Commerce, West Virginia University. 

Kenneth McCaffree is on legve from the University of Washington to serve with the 
Industrial Relations Division of the Atomic Energy Commission at Richland, Washing- 
ton. 

Campbell R. McConnell has been appointed assistant professor of economics in the 
College of Business Administration of the University of Nebraska. 

Joan W. McConnell, on leave from the School of Industrial and Labor Relations, 
Cornell University, is teaching at the University of Patna, India, on a Fulbright grant. 

Archibald M. McIsaac has been appointed chairman of the department of economics 
in the Maxwell School of Syracuse University, succeeding Carl R. Bye. 

S. Sterling McMillan has been appointed chairman cf.the department of economics at 
Western Reserve University. 

James E, McNulty, Jr., has been pioióted from lecturer to assistant professor of busi- 
ness economics in the School of Business Administration, University of California at Los 
Angeles. 

Leon A. Mears, formerly of the Teaching Institute of Economics of the University of 
Calizornia, has been appointed associate professor of production management in the School 
of World Business, San Francisco State College. - 

Robert W. Merry has been promoted from associate professor to professor of business 
administration at Harvard Business School. 

Raymord F. Mikesell is on leave of absence from the University of Virginia in the first 
semester of this year to teach in the National Var College in Washington. 

Ervin Miller has been promoted from instructor to assistant professor of finance in the 
Wharton School, University of Pennsylvania. 

Frank B. Miller, Jr., has been appointed research associate in the School of Industrial 
and Labor Relations, Cornell University. 

William G. Modrow has been appointed instructor in economics at Texas Agricultural 
and Mechanical College. 

Franklin G. Moore, of Northwestern University, is visiting professor of production 
management for the year 1953-54 at the University of California at Los Angeles. 

Jehn R. Moore has been appointed instructor in economics in the College of Business 
Administration of the University of Tennessee. 

James A. Morris, of the University of South Carolina, has been granted a Ford Founda- 
tion fellowship for ser in England at Oxford University and at the London School of 
Economics. 
` Herbert C. Morton has been appointed ‘assistant professor and research editor in the 
Amos Tuck School, Dartmouth College. s 

George L. Moss has been appointed assistant professor of accounting at the -Unive 
of Miami. 

John C. Murdock has been promoted to assistant professor of economics at the Uni- 
versity o2 Missouri. 

Oscar S. Nelson has been promoted from associate professor to professor of accounting 
in the Wharton School, University of Pennsylvania. 

Alfred Nicols has been promoted from assistant professor to associate professor of busi- 
ness economics in the School of Business Administration, University of California at Los 
Angeles. 
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William H. Nicholls is on leave of absence from Vanderbilt University to serve on the 
staff of the Council of Economic Advisers. ` 

Kenji Okuda has been appointed acting assistant professor of economics for the year 
1953-54 at State College of Washington. 

Robert F. Olberding has been‘ appointed instructor in business organization and man- 
agement in the College of Business Administraticn, University of Nebraska. 

C. S. Overmiller has resigned from Louisiana State University to accept a position with . 
the Federal Reserve Bank of Atlanta. 

James M. Parrish has been promoted to lecturer in ecanomics and has been appointed 
assistant dean of the School of Business Administration of the University of North 
Carolina. 

James Parthemos has been appointed assistant professor of economics at the University 
of South Carolina. 

Robert W. Paterson, of the niversity of Virginia, has been appointed assoc'ate profes- 
Sor of economics and director oi the recently organized Bureau of Business and Economic 
Research at the University of South Carolina. 

Robert T. Patterson has been appointed assistant professor in the daai of eco- 
nomics, School cf Commerce, New York University. 

Ralph W. Pfouts, of the University of North Carolina, has been given leave to study at 
Cambridge University on a postdoctoral fellowship awarded him by the Social Science 
' Research Council, 

Almarin Phillips has been promoted from instructor to assistant proiessor of economics 
- in the Whartoa School, University of Pennsylvania. 
Harold J. Plous has been promoted from instructor to assistant professor of economics 
at the University of California, Santa Barbara College. 
Jack E. Prince has been appointed assistant professor of economics at Ohio Wesleyan 
i University. 
Charles R. Purdy has been appointed instructor in business organization and management 
in the College of Business Administration of the University of Nebraska. 
Donald L. Raun, formerly of Washington State College, is now assistant professor of 
accounting at Los Angeles State College of Applied Arts and Sciences. 
Robert Rauner, of the London School of Economics, has been appointed instructor in 
economics at Trinity College. 
Robert Risley has been appointed assistant professor in the School of Industrial and 

Labor Relations, Cornell University. 

George W. Robbins has been appointed acting dean of the. School of Business Adminis- 
tration, University of California at Los Angeles. 
Evan O. Roberts has been promoted to professor of economics and marketing in the 

College of Commerce, West Virgiria University.. 

Marshall A. Robinson has been appointed assistant director of research and assistant 
professor of finance at the Amos Tuck School, Dartmouth College. 

Robert M. Robinson has been appointed associate in economics at the University of 
California, Berkeley. 

Murray Ross bas been appointed lecturer in economics in the Catholic University of 
America. 

Eugene Rotwein has been promoted from assistant professor to associate professor of 
economics at the University of Wisconsin. 

Charles A. Rovetta, formerly of the School of Business, University of Chicago, has been 
appointed dean of the School of Business, Florida State University. 

Roy J. Sampson has been appointed assistant professor of business administration and 
economics at Pacific University. 

Lester C. Sartorius has resigned from the University of Illinois to accept a position as 
director of marketing research with Deere and Company in Moline, Illinois. 
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Dwiht D. Saunders has been appointed instructor in economics at the University of 
Oklahoma. 


Howard G. Schaller has been appointed assistant professor of economics in the Collet 
of Business Administration of the University of Tennessee. : 

Fred Schiller has been appointed instructor in economics at Lafayette College. 

Harold B. Schmidhauser is visiting professor in the School of Industrial and Labor 
Relatizns, Cornell University. 

Carlton R. Schroeder has been appointed instructor in economic geography at the State 
College of Washington. . 

Morton J. Schussheim: has been appointed lecturer in economics at Western Reserve 
Univessity. 

Eli Schwertz has been appointed lecturer in economics at Michigan State College. 

Robert Sedgwick has been promoted to assistant professor: of economics at Syracuse 
University, 


Sherman Shapiro has = appointed assistant professor of economics at the University 
of Texas. 


Ansel Sharp has been appointed instructor in economics at Louisiana State University. 
Louis Shere, of Indiana University, has accepted a cne-year appointment to the staff 
of the Council of Economic Advisers, 


G. Findlay Shirras has been appointed visiting professor of economics at the University 
of Fl-rida. 


B. F. Sliger has been appointed assistant professor of economics at Louisiana State Uni- 
versity, 


Hayden W. Smith has been appointed acing assistant professor of economics'at the 
University of California, Davis. 


Spencer M. Smith has been appointed assistant professor of economics in the College 
of Business and Public Administration of the University of Maryland. 

Lovise Sommer is visiting professor of economics at American University. 

George A. Steiner has returned to the University of Illinois after a two-years’ leave of 
absence during which he served in the Defense Production Administration and the Office 
of Lefense Mobilization. 

Bryce D. Stone has been appointed instructor in economics in the. College of Business 
Administration of the University of 'Tennessee. 

Adolf Sturmthal, of Bard College, is visiting professor in the School of Industrial and 
Labor Relations, Cornell University, 

S. Stykolt has resigned as lecturer in the Institute of Business Administration and has 
been appointed lecturer in the department of political economy in the Uniiveisity of 
Torcato. 

G Winston Summerhill is visiting lecturer in business administration at the University 
of North Carolina. 

Axcel G. Taflinger has been appointed. assistant professor of business administration at 
the State College of Washington, 

Howard M. Teaf,- Jr. on leave from Haverford College, is visiting protessor: at the 
Institute of Social Studies, The Hague. 

Czrey C. Thompson has been granted a leave of absence from the University of Texas 
to eccept a fellowship from the-Fund for the Advancement of Education. 

R. W. Thompson, of the University of Toronto, has been appointed : assistant. professor 
in the department of political economy of McMaster University. ` 

Warren S. Thompson has retired from the Scripps Foundation for Research in Popula- 
tion Studies at Miami University. He is at present engaged in a study of California popula- 
tior sponsored by the John Randolph Haynes and Dora Haynes Foundation of Los 
Angeles, 
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Gene B. Tipton has joined the staff of Los Angeles State College of Applied. Arts ‘and d 
Sciences as a lecturer in economics. 

L. Reed Tripp has been promoted from the rznk of associate professor to ne of ; 
economics at the University of Wisconsin. : 4 . 

Donald- S. Tucker, professor emeritus of economics at Massachusetts Instituze of Tech- ` 
nology, will again be visiting professor of economics at De Pauw Vniversity the second 
semester of the current academic year. ; 

Lloyd Valentine has been appointed visiting assistant professor of business administration ; 
' at Louisiana State University. ° 

Paul M. Van Arsdell has been appointed associate dean of the College of Commerce and 
~ Business Administration at the University of Illinois. ; 

Paul A. Vatter has been promoted from instructor to assistant professor of statistics in 
the Wharton School, University of Pennsylvania. 

Hugh G. Wales has been promoted from associate professor to professor of marketing at’ 
the University of Illinois. 

Arthur E. Warner has resigned from Indiana University to accept an appointment as 
assistant professor of real estate at Michigan State. 

Eleanor Webber has been appointed instructor in economics at New Jersey College for 

' Women, Rutgers University. 

Emanuel T. Weiler has resigned from the University of Illinois to become head of the 
department of economics at Purdue University, succeeding James A. Estey now full- time 
professor of economics. 

Samuel Weiss lias been appointed lecturer in statistics at the Catholic University of 
America. 

Ernest D. Wenrick has a position with the Tennessee Valley Authority. 

Thomas Wenzlau has been appointed instructor in economics at Wesleyan University. 

J. Fred Weston, associate professor of finance, has been named associate dean of student. 
affairs at the University of California at Los Angeles. 

P. K. Whelpton has resigned as director of the Population Division of the United 
Nations to return to Miami University as director of the Scripps Foundation for Research 
in Population Problems. 

'Thomas.L. Whisler has resigned from the University of Missouri to accept a pontien as 
assistant professor in the School of Business of the University of Chicago. 

William L. Williams: has been appointed instructor in accounting at the University of 
Georgia. 

Edwin E. Witte, on Teave from the University of Wisconsin, is. teaching at the New 
York State School of Industrial and Labor Relations, Cornell University, - in the first 
semester, 

Walter F. Wolf has been appointed instructor in economics at the University of Con- 
necticut. 

Norman J. Wood has been promoted from instructor to assistant professor of SONOS 
in the College of Business Administration, University of Tennessee. 

Wallace O. Yoder has been appointed assistant director of the Bureau of Business Re- 
search and faculty lecturer in business administration in the School of Business of Indiana 
University. : 

Edwin Younz has bs appointed chairman of the department of economics at the 
University of Wisconsin. 

Alois L. Zaremba, of Ohio State University; has been appointed lecturer in economics at 
Western Reserve University. s 
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PURPOSE OF THE 
AMERICAN ECONOMIC ASSOCIATION 


The American Economic Association is an organization composed of per 
sons intefested in the study of political economy or the economic phases o 
political ard social questions. As may be seen by examining the list of mem 
bers printed in this supplement, not only are all the universities and the mos 
prominent colleges in the country represented in the Association by thei 
teachers of economics and related subjects, but a large number of member. 
come irom among businessmen, journalists, lawyers, men in public life, anc 
others interested in economic principles, or, more often, in their application: 
to social life. The Association has, besides, a growing representation in foreigi 
- countries. 
|». The annual menies usually held during the Christmas holidays, are ar 

ranged as forums for the discussion of scientific questions and problems o: 
social and economic policy. They give opportunity for contact and genera 
understanding among teachers, students, and businessmen interested in sucł 
questions. The meetings aim to counteract any tendency to particularism 
which geographical separation and diverse interests might otherwise foster 

The publications of the Association were begun in March, 1886. The first 
series of eleven volumes was completed by a general index in 1897. The seconc 
series, comprising two volumes, was published in 1897-99, and in addition 
thereto the Association issued during 1896-99 four volumes of Economic 
Studzes. In 1900 a third series of quarterly publications was begun with the 
Papers ard Proceedings of the Twelfth Annual Meeting, and was continuec 
through 1910. The Economic Bulletin, issued quarterly and devoted to bibli- 
ography and current notes, was also published By the Association during the 
three years, 1908, 1909, and 1910. 

In 1911 the Association began publishing the American Economic Review 
a quarterly journal devoted to articles on economic subjects, reviews, ab- 
stracts o: articles in current journals, and a classified bibliography of eco- 
nom:c publications. During the forty-one years of its existence, the Revieu 
has made a place for itself among the scientific journals of the country. 

The American Economic Association is the organ of no party, sect, oi 
institution. It has no creed. Persons of all shades of economic opinion are 
found among its members, and widely different views are given a hearing ir 
its annual meetings and through its publications. 

With the exception of the Editor of the American Economic Review and the 
Secretary-Treasurer, the officers of the Association receive no remuneration 
for their services. The Association’s entire receipts are expended for the edit- 
ing, printing, and circulation of the publications and for the annual meetings. 


CHARTER AND BYLAWS OF THE AMERICAN 
ECONOMIC ASSOCIATION 


The charter of incorporation of the American Economic Association, incorporated in the 
District of Columbia, February 3, 1923, provides as follows: 
I. The name or title by which the society shall be known is the American Economic 
Association. 
II. The time for which it is organized is perpetual. A 
III. The particular business and object of the society are as follows: 

1. The encouragement of economic research, especial! y the historical study of the 
actual conditions of industrial life; 

2. The issue of publications on economic subjects; 

3. The encouragement of pétfect freedom of economic discussion, 'The Association as 
such will take no partisan attitude, nor will it commit its members to any position on practical 
economic questions. 

IV. The number of its trustees for the first year of its existence shall be fourteen. 
The following bylaws have been adopted for the government of the Association: 


I. MEMBERSHIP 


1. Any person interested in economic inquiry may, on the nomination of a member, be 
enrolled in this Association. 

2. There shall be six classes of members other than honorary: members paying an annual 
fee of $6.00; family members (two or more living at the same address, second membership 
without subscription to the publications of the Association) paying an annual fee of $1.00; 
junior members (available to registered students for three consecutive years only) paying an 
annual fee of $3.00; subscribing members paying an annual fee of $10.00; contributing members 
paying an annual fee of $25.00 or more; and life members comprising those members who 
contribute $100.00 or niore in a single payment. Life members shall be exempt from annual 
fees. Members shall have each year the privilege of designating the class of membership they 
choose for that year.! 

3. Foreign economists of distinction, not exceeding twenty-five in number, may be elected 
honorary members of the Association. - 

4. Every member is entitled to receive, as they appear, all reports and publications of the 
Association. 

TI. TRUSTEES 


The trustees of this Association shall not be less than fourteen or more than fifteen in number, 
and the Board of Trustees shall be known as the Executive Committee, The Board cof Trustees 
shall be composed of the persons elected as the Executive Committee at the time and place 
and in the manner set forth in the following bylaw providing for the election of officers. 


ITI. OFFICERS? 


1. The Association shall have the following officers wko shall be elective officers: a President, 
two Vice-Presidents, six elected members of the Executive Committee. The terms of office of 
the President and Vice-President shall each be one year. The terms of office of the six elected 
members of the Executive Committee shall each be three years, two of the six terms of the six 
elected members of the Executive Committee to expire each year. Each regular terra of office 
shall coincide with a calendar year or a multiple thereof. 


1 As amended at the December 28, 1940, and the December 29, 1948 annual meetings. 

? Amendments as adopted at the annual meeting, December 29, 1933, and by mail ballot 
announced at the Business Meeting, January 26, 1946. 
B ‘ 


Charter and Bylaws 


2. As early in each year as practicable, the President of the Association shall appoint 
Nominating Committee, consisting of a past officer,! as chairman, and not less than five oth 
members of the Association. The names of the Committee shall be publisked in the March : 
June issue of the AMERICAN Economic REVIEW with an invitation to the general mermibersh 
that stggestions of nominees for the various offices be sent to the chairman of the Committe 
The Nominating Committee shall be instructed to present to the Secretary of the Associatic 
on or before September 1 of each year a nominee for the presidency and two or more nomini 
tions for each elective office to be filled, the nominees being members of the Association. T} 
eandidzte for president shall be selected by an electoral college consisting of the members : 
the Nominating and the Executive Committees. Space shall be provided on the ballot for tl 
indiviczal voter's alternative choice,’ 

3. Elective officers shall be chosen through elections to be held during the last three! mont! 
of the term of office of his predecessor, Each member shall be given the opportunity to vote T 
mail. The results of the election shall be certified and annóunced by the Secretary at the annu 
business meeting. . 

4. The Association shall have the following officers wko shall be appointed by the Executi 
Committee: a Secretary, a Treasurer, a Managing Editor, and a Counsel. The terms of offi 
-of each of these officers shall be three calendar years. The Managing Editor shall, with tl 
advice and consent of the Executive Committee, appoint members to an Editorial Board : 
assist him, The President may, at his discretion and with the advice and consent of the Exec 
tive Committee, appoint a Program Committee, 

5. The Executive Committee shall consist of the President, the Vice-Presidents, the Secretar 
the Treasurer, the Managing Editor, the three ex-Presidents who have las: held office, and s 
elected members, provided that the, Secretary, the Treasurer, and the Managing Editor sh: 
not be entitled to vote in the Committee's meetings. : 


IV. DUTIES or OFFICERS 


M 


1. The President of the Association shall preside at all meetings of the Association and 
the Executive Committee, and in consultation with the Program Committee, shall prepare tl 
programs for the annual meetings. In cae of his disability, his duties shall devolve upon tl 
Vice-Fresidents in the order of their election, upon the Secretary, and upcn the Treasurer. 

2. The Secretary shall keep the records of the Association and perform such other duties ; 
the Executive Committee may assign to him. 

3. The Treasurer shall receive and have the custody of the funds of the Association, subje 
to the rules of the Executive Committee. 

4, The Executive Committee shall have the control and management of the funds of tl 
corporation. It may fill vacancies in the list of officers, and may adopt any rules or regulatio: 
for the conduct of its business not inconsistent with this constitution or with rules adopted : 
the annual meeting. It shall act as a committee on time and place of meetings and perform suc 
other cuties as the Association shall delegate to it. A quorum shall consist of five members. 

5. The Editorial Board shall have charge of the publications of the Association. The Mana 
ing Editor shall be ex officio member and chairman of the Editorial Board. 

6. The office of the corporation for legal purposes shall be at the office cf the Counsel in tl 
District of Columbia, and legal process against the corporation may be served on said Counse 


V. ANNUAL MEETING 


The annual meeting of this corporation shall be held at such time and place as may be d 
termined by the Executive Committee. Notice of such time and place shall be given by public 
tion ir. the regular journal of the corporation, now known as the AMERICAN Economic REvIE! 
at least ten days prior to such meeting. The first annual meeting shall be held at Providenc 


3 As amended at the December 29, 1938, and December 29, 1941, annual meetings. 


"EDITORIAL NOTE 


The present edition of the handbook of the Association contains the follow 
ing information: lists of officers, charter and bylaws of the Association, a: 
alphabetical list of members and a geographical list of members and sut 
scribers (with addresses),as of April 15, 1953, and statistical summaries. 

This 1953 Handbook differs in form from the ‘‘who’s who" directories. J 
revised directory is planned for publication in 1955. In the meantime, sinc 
our membership list has been subject to so many changes, it was considere: 
desirable to bring out a handbook at this time 

The information in the appendix brings up to date some of the tables con 
‘tained in previous directories and handbooks and also adds some new ma 
terial. The detail is shown in the table of contents. 

The increasing amount and variety of inquiries received by this offic 
prompt the Editor to include in this note the following summary of publishe 
sources of information concerning the activities of the Association: 

c 1. The American Economic Review—a quarterly publication containin 
main articles, book reviews, bibliographical and personal notes, records c 
special investigations by individuals and public commissions. 

2. The Papers and Proceedings of the annual meetings of the Associatio 
(edited by the Secretary)—main papers, round table summaries, togethe 
with reports of the Secretary, the Treasurer, the Editor, Finance Committee 
Auditor, standing and special committees, minutes of the Executive Com 
mitzee and of the business meetings. The appendix contains a cumulative lis 
of the contents of the Papers and Proceedings from 1911 and of the publica 
tions of the Association since 1886. 

'3. The Handbook and Directory—the former biennial handbook has sinc 
1938 been published irregularly, in two forms; namely, the handbook, con 
taining names and addresses of members, together with the year from whic 
their continuous membership dates, and the directory, which is a specialize 
"who's who" of members, with classification according to subject-matte 
fields. Directories appeared in 1938, 1942, and 1948. The 1905 handboo 
cortained very brief biographical sketches of members. 

4. Information Booklet—describing the purposes, organization, and activ: 
ties of the Association, designed to answer inquiries from prospective mem 
bers. Sent free upon request. 

: JAMES WASHINGTON BELL, Secretary 


LIST OF MEMBERS 
(As of April 15, 1953) 


(Lite Members  tfContributing Members ` 
{Complimentary Members 


SSubscribing Members 
*Junior Members 


tHonorary Membe: 
**Family Members 


Note: The year from which dates continuous membership i is given in parenthesis aft: 


each name. 


ABADY, Carl F., US 52230466, Co. U, 5th Ord. Tng. 
Bn., ORTC, Aberdeen Proving Ground, Md. (1950 

ABBOTT, Charles C., Harvard Univ., Grad. Sch. 
Bus. Admin., Soldiers Field, Boston? "Mass. 1928) 

ABBOTT, Ed ith, Hull House, 800 S. Halsted St., Chi- 
cago $, "TIL, (1205) 

*ABBOCT, Edward L., 1652 Neil Ave., Columbus 1, 
Ohio. 1053) 

ABBOT, Lawrence, 25 Silver St., South Hadley, Mass. 


(19 
ABBOTT, Roy T., 1205 Powhatan St., Alexandtia, Va. 
1944 


rr aan J., Jr., 401 Delshire Pi., Kirkwood 
a 
ABEL, trem N. K., 9202 Worth Ave., Silver Spring, 
ABLAHAT, Newton A., 3200 16th St., N.W., Washing- 
ton 19, D.C. (1949) 
ABNER, "Cari E., Univ. of Louisville, Dept. of Econ. and 
Com. Louisville 8, Xy. (1948) 
iliam I., Statis. Office, United Nations, 


AB 
N.Y. (1948) 
asilo, Albert, 76 Federal St., 
e 
ABRAMOVITZ,. Mosss, 543 W. Crescent Dr., Palo 
Alto, Calif. (1936 ) 
lr ba n a R., 90- Riverside Dr., New York 24, 
ABRAMSON, Adolph G., 436 Roslyn Ave., Glenside, 
a 
ABT, MIU. T. R., 2703 Spencer Rd., Chevy Chase 
ACHENBAUM, Alvin A., 147-06 76th Ave., Kew Gar- 
dens Hills, Flushing 67, N.Y. (1952 
N CON , Asher, 108 Battery Lane, Bethesda, 


22) 
N AE George F., 33 Ross Ave., Hackensack, 
ACKERMAN, Soh 250 Juniper, Park Forest, Chicago 
Heights, Ill. (1944 
ACKLEY, Gardner, 850 Heather Way, Ann Arbor, 
Mich, (1938) 
ADAT obert E., 57A 46th St., Weehawken, N.J. 
1952 
stro Arthur B., Univ. of Oklahoma, Norman, Okla. 
1923 
ADAMS, (Mr3.) Doris Ga 1630 R St., N.W., Apt. 728, 
Wasaington, D.C. (195 1) 
ADAMS, E. 
Cona. (194£) 
o F. Gerard, 8265 Park St., Saginaw 15, Mich. 
1953) 
ADAMS, George P., Jr., Cornell Univ., Dept. of Econ., 
Ithaca, N.Y. (19 938 
, Ira G., P.O. Box 1587, College Station, Tex. 
(1945) 


ADAMS, John F., Temple Univ., EYES of Bus. and Pub. 
Admin., Philadetphia 22, Pa. (194 
AMS, Lecnard P., ‘Warren Ra. R.D. 1, 
N.Y. S930: 


ADAMS, Tocdard W., Pus Univ.. Sch. of Bus. 
Admin., Syracuse, N.Y. (1927) 

ADAMS, Levis W., Washington and Lee Univ., New- 
comb Hall, Lexington, Va. (1949) 
ADAMS, Quiacy, 3321 R St., N.W., Washington 7, D.C. 
19 

ADAMS, Robert W., 179 Washington Ave., Garden 
City, N.Y. (1946) 

ADAMS, Thomas C., 1831 San Juan Ave. Berkeley 7, 
d sea ) 

nomar a 242 S. 12th East St., salt Lake 

Cite, bah (192 

ADAM (S, Walter, Michigan State Col.' Dept. of Econ., 
East Lansing, Mich. (1946) 

ADAMS, Walter B., 4315 Regent St, Duluth, Minn. 


en F 
, Walter W., 826 S. Park, Saginaw, Mich. 
a O-RY 


Brunswick, 


Sherman, Pequot Dr., East Norwalk, 


Ithaca, 


AD oN, Raymond K., 27476 Sunnydale, Livoni 

ich, (19. 

ADAMSON, yy enaell M., 1223 S. Taylor St., Arlingtc 

a. (1 

ADDAHR, Nafl-Sayem, Ansari, Aleppo, Syria. (1949) 

ADDINGTON, Harold ELS Syracuse Uriv., Sch. of Jou 
Syracuse, N.Y. (1946 

ADELMAN, Morris P Massachusetts Inst. of Tecl 
Dept. of Econ., Cambridge 39, Mass. (1945) 

ADLER, Anne V., 1504 N. Prospect, Milwaukee 2, W 


(1947) 
ADLER, b A., 1617 35th St, N.W., Washingto 
ADIER, join H., 5107 Fairglen Lane, Chevy Chase 1 


D.C. 

ADOL SON, Gilbert A, 1338 W. Birchwood, Chica 
26, Ill. (1950 ) 

ADEEAR, Tony H., 15712 Nozdhoft, Sepulveda, Cal 
ADRIAN, Sister M., Mount Mercy Col., Fifth Av 
Pittsburgh i Pa. "(195 2) 

ALION, Albert, 60 rue Michel Ange, Paris 1 
France. 1938) 
AGGER. Eugene E. Rum Univ, Dept. of Eco: 

New Brunswick, N.J. 

NOE Robert jJ. iia Shad y Ave., Pittsburgh 6, F 

wae Faiz M., Int, House, Chicago 37, ] 


JA, Manohar Lal, 28A Muir Rd, Allahab: 
n P, ). India. (1951) 
, Jorge, Econ. Camm. for Latin Ameri 
gi herr 871, Santiago, Chile. (1949) 
AINSWORTH, H. ae c/o Dept. of ) iita, Was 
ington d D: = aS 
*AINS W' Keneth G., Brown Univ., Dept. 
Econ., e 12, R.I. (1951) 
AITC HISON, Beatrice, 1929 S St., N.W., Washingt 


MOS gge B., 1929 S St., N.W., Washir 


ton 9, D.C. C (043 
AKERMA UM R. 2, Washotgal, Wash. (194 
AKTAN, eg Kocatepe Hatay S 26, Yenisehir-A 
‘kara, Turkey. (1949) 
ALA’, "Heshmat, 1417 N St., N.W., Apt. 604, Washir 
ton, D.C. (1 946) 
AVI, å., c/o Inst. of Bankers in Pakistc 
Imperial Bank of Tudis Bldg., Mcleod Rd., Karac 
Pakistan. (1948) 
ALBER, Charlotte A., 555 W. 174th St., New York : 


N.Y. (1952) 
Iowa State Col, 202 Ind. A 


ALBERS, Henry H., 
Bldg., A res T Ia. (1948 

*ALBERT, F Floyd B. ET Mamaroneck Ave., Apt., 
Mamaroneck, N. Y. (1 

ALBERTAL, Edward, po 20, Grand Central P. 
New York, N.V. (1950) 

Ein RTS, Wiliam W., 6540 Minerva 604, Chicago : 

1950 

ALBERY, Michael, 1988 Commonwealth Ave., Apt, 
Brighton, Boston 35, Mass. (1948) 

ALBRECHT, v. Norman, 3432 Aldrich Ave. S., Mini 
apolis 8, Minn. (1945) 
CHIAN, Armen, Univ. of Soe Dept. of Eco 
Los Angeles 24, Calif. (1948 

ALDEN, Lucas A., 24 Polo Feld Lane, Lake Succe 
L.L, N.Y. (1941) 

ALDERFER, Eva ; Fed. Res. Bank, 925 Chestr 
St.. Philadelphia, E (1934) 

ALDERSON, Wroe, Central Penn Bank Bidg., Phi 
delphia 2, Pa. (1939) 

umi Owen F., 4 Gracewood Pk., Cambridge, Ma 


ALEKSANDROWICZ, Ignacy, Hobart Col, Gene 
N.Y. (1947) 


ALEXANDER, Charles K., 962 Waban Hill, Madisor 
R. 


LEXANDER, Joseph, P.O.B. 52, Babson Park 57, 
Mass. (1950) 
KU OM Milton, 4 Page Ave., Yonkers 4, N.Y. 
952 
LEXANDER, Robert J., Rutgers Univ., Dept. of 
Econ., New "Brunswick, N.J. (1947 
LEXANDER, Sidney S. c/o CBS, 485 Madison Áve., 
New York, N.Y. (1944) 
LEXANDER, Thomas R., 201 ird Ave, Takoma 
Park 12, Md. (1943) 
LHADEFF, David n oi California, 113 South 
Hall, Berkeley 4, Calif. (1 50) 
L Ing Gavino, Via one ep Sassari, Sardinia, Italy. 
LLAN, Ian K., Univ. of Natal, Dept. of Com., P.O. 
Box 125, Durban, S. Africa, (1 949) 
Ragen" John R., 105 Eldredge St., Newton 58, Mass. 
19: 
LLEN, Clark Lee, Florida State Univ., Dept. of Econ., 
Tallahassee, Fla. (1940) 
LLEN, Edward J., 825 Fillmore, Denver, Colo. (1922) 
TLEN, stand ., 9809 Franklin Ave., Falls Church, 
a. (1945 
LLEN, Harland H., à E. Jackson Blvd., Room 1000, 
Chicago 4, I. (1928 
LLEN, E, 1501 W. University, Champaign, 
Ill. (1936) 


LLEN, J. Knight, cr dde Univ., Grad. Sch. of Bus., 
Stanford, Calif. (195 

LLEN, Jesse B., lowe une Col., Dept. of Ind. Econ., 
Ames, Iowa. (1947 

LLEN; ohn Bu i N. Randolph St., Apt. 2, Arling- 
ton 

LLEN, Jul us W., 8417 Eleventh Ave., Silver Spring, 

TEEN O O. Boyd, 4310 Twinbrooks Rd., Brookhaven, 

a 

LLEN, Rol as zoring, 2407 15th St., N.W., Washing- 
ton 

LLEN, Ruth A., Univ, Sta., Austin, Tex. (1928) 

LLEN, Stanton, 316 E, Silver Spring Dr., Milwaukee 


12, Wis, (1948) 
ty on Gault Pl., N.E., Apt. 2, 


LLEN, William H., 
Washington 19, D, 
EN, William R., Univ. of California, Dept. of Econ., 
Los Angeles 24, Calif. (1949) 
NU Curtis C., 20323 Parker, Berkeley 4, Calif, 
ET: e ^ id First PL N.E., Apt. 8, Washington 
11 1944 
LIEY, 1 T qae 2612 Kingman Blvd., Des Moines, 
owa. (1942 
iLLIN, Bushrod W., U. S. Dept. of Agric. Outlook and 
Situation Bd., BLA D.C. (19 
iLONSO Y PRIETO, Rafael, Apdo, Postal 1526, Mon- 
terrey, N.L., Mexico. (1949) 
iLPERT, Myer, 3307 Chauncey Pl, Apt. 102, Mt. 
Rainier, Md. (1948 
mitre Philip, 145 W. 188th St., New York 68, N.Y. 
1950 
LEHEN, gener H., 19 Moraine St., Jamaica Plain 30, 
ass 
iLT, Richard M., c/o Arthur D. Ar Inc., 30 Memo- 
rial Dr., Cambridge, Mass. (1940 
ILTENBE ERGER, Russell A., ine E. Clinton Ave., 
Tenafly, IU (1950) 
iLTER, Gerald M., 4617 Blagden Ave., N.W., Wash- 
ington F D. C. (1 
JTHOEN, Paul, 718 E. Circle Dr., Dayton 3, Ohio. 
1946 
iLTMAN, Oscar L., 1313 Potomac St N.W., Wash- 
ington 7. D.C. (1 930) 
TA Ñ, Murray, 1919 19th St., N.W., Washington, 
TON, Thad P., 5100 Columbia Pike, Arlington, Va. 
1947) 
\LTSCHUL, Eugen, Univ. of Kansas City, Dept. of 
Econ., Kansas City, Mo. (1934) 
ALVAREZ, José, 11 y San IAM Tarara, Havana, 
Cuba. a 946) 
ALVIS, Vance 2 Sabot, Va. (1947) 
YEA, Pa ., Univ. of Alabama, University, Ala. 
928. 
AMAN, John A., 1211 Reid St., Newberry, S.C. (1946) 
VMBACH To 0, 65 Central Park W., New York 23, 
AMBELANG, Paul L., ICC, Bur. of Transp., Econ., and 
eStatis., Res. Sec., Washington 25, D.C. (1942) 


American Economic Association 


AMBS, K. F., La Sierra Col., Arlington, Calif. (1942) . 
AMES, Edward, Bd. of Gov. of the Fed. Res, System, 
Div. of Int. Fin., Washington 25, D.C. (1949) 
ohn D., 4321 W, 14-Mile Rd., Royal Oak, 


, 
Mizh. (1949) 
AMME! rici Det 7307 Riggs Rd., Apt. 104, 
Hyattsville, Md. (19 
AMMERPO HL, ay 3. 1133 N. Keeler, Chicago 51, 
. (1952 
AMMON, A. J., 44 Exeter Rd., Short Hills, N.J. (1949) 
AMMON, Donald E., 509 Cornell Dr. Lima, Ohio. 
d9 
AMONN, Alfred, Bitziusstr. 53, Berr, Switzerland. 
1919 
ANASTASSIADES, Tony, Univ. of Hapus Dept, 
of Econ., Pittsburgh 13, Pa. (1953) 
ANDERSEN, Leonall C., 1010 Quince St., Brainerd, 
Minn. (195 1) 
ANDERSEN, Poul N., Krogerup, Humlebaek, Den- 
mark. 1952) 
ANDERSON, A. Mabel; 2801 Quebec St., N.W., Wash- 
ington 8, D. C. (1946) 
ANDERSON, Charles D., Macmillan Co., 60 Fifth 
Ave., New "York 11, N.Y. (1941) 
ANDERSON, Clay J., Fed. Res. Bank, Dept. of Res., 
Phi'adelphía 1, Pa. (1928) 
ANDERSON, Dewey, Pub. Affairs Inst., [m Pennsyl- 
vania Ave., S.E., Washington 3, D.C. ug 49) 
ANDERSON, Dole A., COCTA, Sao jos dos Campos, 
Estado de Sao Paulo, Brazil. (1946 
ANDERSON, Don S., 2863 Beechwood Circle, Arling- 
ton Va. (1938 ) 
*ANDERSON, Duane W., 555 O'Farrell St., San Fran- 
cisco 4, Calif. (1952) 
SANDERSON, Edwin A., The Hague, MSA, For. Serv. 
Mail, Dept. of State, Washiagton 25, D.C, (1949) 
ANDERSON, Evan H., 15353 Indiana Ave, Detroit 21, 
Mich. (1952) 

ANDERSON, George R., Univ. of Michigan, Dept. of 
Econ., Ann Arbor, Mich. (1941) 

ANDERSON, John D., Univ. of Florida, Col. of Bus. 
Admin., Gainesville, re. (1950) 

**ANDERSON, Lois M. (Mrs. pant d 7605 Wild- 
wood Dr., Takoma Park 12, Md. ( 

ANDERSON, h^ m 7605 "Wibiwcod br, Takoma 
Park 12, Md. ( 

ANDERSON, Paul. $. Bd. of Gov. of the Fed. Res. 
KT me of Res. and Statis., Washington 25, 

ANDERSON, Roy B., 1508 8th Ave. W., Seattle, Waeh. 


(1943) 

ANDERE OI Sven A., Rensselaer Poly, Inst, Troy, 

ANDERSON, Thomas J., Jr., New York pus ih of 
Com. . Washington Sd., New York, N.Y. (1922) 

*ANDERSON, Walter C., 908 W. Beaver Ave., State 
College, Pa. (1952) 

ANDERSON, William H., 10335 S. Harverd Blvd., Los 
Angeles 44, Calif, (1944) 
ANDERSON, William O., 229 Binns Blvd., Columbus 4, 
Ohio. (1952) : 
ANDERSSON, Henry F., 530 Winter Ave., Big Rapids, 
. Mich. (1945 ) 

ean Vojtech E., 160 Claremont Ave., New York 
27 

ANDJIANO, Peter B., 1431 Newton St., N.W., Wash- 

ingtcn 10, D.C. (1943) 

ANDRZSS, Allen E., Box 164, Hiram, Ohio, (193 

ANDREW, Charles” F., R.D. 5 Falls Rd., Chorin 
Falls, Ohio. (1948) 

ANDRZWS, dir K., 3A University Heights, Bur- 
lington, Vt. (1944: 

ANDREWS, Peter b. B., Hearst Magazines, Inc., 959 
8th Ave., New York 19, N.Y. (1949). k 

*ANDREWS, Victor L., Jr., 5737 S. University Ave., 
Chicago 37, Ill. (1952) 

ANDRE , William H., Jr., 214 E. Sth St., Blooming- 
ton, Ind. (1937) . 

ANDRITSAKIS, Nicholas, 7800 Old Georgetown Rd., 
Bethesda 14, Md. (1948) 

ANDRON, Mortimer, Santa Barbara Col., Dept. of Soc. 
Sci., Santa Barbara, Calif. (1940) 

ANDRUS, J. Ruppell, 604 Dartmouth Ave., Silver 
Spring, Mi (1937) 

S O, John W., 1255 Morton St., Camden 4, 
. (4951) 


NEX Arnold P., 141-E Kenwood Dr., Cleveland 23, 
os (1952) 


List of Members 


ANFIELD, Arthur L., Jr., Cloverleaf Village, Bldg. 8, 
Apt. 27A, Pittsburgh 27, Pa. (1950) 
ANGELINE, Anthony L, Dept. of Econ. Niagara 
University, N.Y. (195 


1) 
james +» Columbia Univ., New York 27, 


oer 
*ANOD, Norman S., Univ. of Wisi Sterling Hall, 
Madison 6, Wis. (1951) 
harles W., 1800 Crain St., 


ANSHEN, Melvin, Carnegie Inst. of M Grad. Sch. 
of Ind. Admin., Pittsburgh 13, Pa.*(1945) 
m SON, Charles P, Alabama Poly. inet. Auburn, Ala. 
D 
ANTHONE, Samuel V., 821 S.W. 72nd Ave., Miami, 
Fia. (1948) 
ANTHONY, A. Bruce, Mercer Univ., Macon, Ga. 
) 
ANTHONY, Donald E., Kent State Univ., Dept. of Bus. 
Admin., Kent, Ohio. '(1923) 
ON, H. R., Univ. of Washington, Col. of Bus. 
Admin., Seattle 5, Wash. (1950) 
*AOKI, Tora, 3804 S. Grand Ave., Los Angeles 37, 
Calif, (1953) 
APEL. Hans, 55 Myrtle Ave., Bridgeport, Conn. (1947) 
APPLXGATE, Richard E., P.O. Box 711, Portland 7, 
Ore. £1950) 
APRI RIGLIANO, ae F., 684 Linwood St., Brooklyn 


Evanston, lll. 


8, N.Y. ( 
AQUINO, pecan im MacArthur Blvd., N.W.. 
Washingtona 7, D.C. (1945) 
T, Roscoe, Georgia Inst. of Tech., Atlanta, Ga. 


(195 3 
iLard Da di & Co., Union Stock Yards, 
NS 9. III. (19. 
UTHN Charles C., 2263 Demington Dr. 


A elerdand S; ‘Ohio, (1904) 
AREHART, Jeral d D., 2281 S. Sherman St., Denver, 


Colo. (1946 9) 
MET Robert S., 400 Madison Ave., New York 17, 
ARIZ, eh i Mena, la Cane niente No. 102, San 
Salvador Salvador, C.A. (1946) 
CA Carl T., 190 Woodland Ave., Oberlin, Ohio. 


ARMORE, s Sidney J., 5450 Newton St., Hyattsville, 
È 
ARMSTRONG, ‘A. B., PM State Col, Soc. Sci. 
Dert., Arlington, Tex. (193 
ARMSTRONG, Charles M., 2 Jordan Blvd., Delmar, 
x 
ARMSTRORG, Oran, R., "x College Village Apts., 
Winston-Salem, N. C. (1949) 
ARMSTRONG, Robert H., 12 E, 41st St., New York, 
", (1931 
ARNDT, Helmut H., Friedrich Naumann ‘Str. 11, 
Mars. Lahn, Germany. (1951 
T, Karl M., 4812 Drummond Ave., Chevy Chase 
15. Md. (1925) 
ARN, AES QD Arthur Z., 133 W. 71st St, New York 23, 
1931 
ARNOLD, Di W., 465 S. Alfred, Elgin, Ill, (1949) 
ARNOLD, NT WI P "P ani Liberty Heights Ave., Balti- 
more 7, 
. ARNOLDS PATRON, Paul, Col. of the Ozarks, Clarks- 
ville, Ark. (1942) 
*#AE NOW, Kathryn S. rs Philip), 412 Linden Lane, 
Fells Church, Va. (194 
ARNO "hilip, 412 Piven Lane, Falls Church, Va. 


(1042) 

uc EL am, M. G., 44 Groesbeck PL, Delmar, N.Y. 

52 

**ABONSON, Judith E. (Mrs. Robert L.), New York 
State Sch. of Ind. and Lab. Rela., Cornell Univ., 
Itaaca, N.Y. (1953) 

ARONSON, Robert L., New York State Sch. of Ind. and 
Lab. Rela., Corneli Univ.. Ithaca, N,Y. (1945) 

AREILL, Eaniel, 1320 Missouri Ave. N.W., Washing- 


tcn 11, D.C. (1947) 
ARROW, Ani Anita, 749 West End Ave., New York 25, 
ARTEAGA Y ORTEGA, José, Carmen No. 157 entre 
Monte y Tenerife, Havana, Cuba. (1952) 


ARTH, Maurice P., Exec. Office of the Pres., Office of 
the Dir. for Mutual Sec.. Washineton 25. D. C. (1949) 


ARTHUR, Henry B., Swift & Co., Gen. Office, U 
Stock Yards, Chicago, Ill. (1940) 

ARTHUR, 3 I. 1 Wu Iowa State Col., Econ. Dept., A: 

owa. 

SCHER, Leonard, 34 Panoramic Way, Berk 
Calif, (1951) 

ASHBROOK, Arthur G., Jr., 306 W. 10th St., C 
lotte, N.C. (1947 ) 

ASHBY, Lowell D., Univ. of North Carolina, Dep 
en "and Bus. Admin., Chape 1Hill, N.C. (i945 

eim » Harold, 1048 Elkgrove Ave., Venice, C 

ASHIDA, ARR H., 709 Justin Way, Silver Spr 

+ASHLEY, Johu Wo 1525 Ensley Ave., Los Angeles 

ali 

ASHTON, Herbert, 29 Elliott Rd., Westmoreland E 
Friendship Sta., Washington, D.C. ( 928) 

ASOFSKY, Abraham A., 3980 Orloff Ave., Bronx, 1 
York 63, N.Y. (1936) 

ASPIS, Raniel, 2162 Valentine Ave., Bronx, New Y 

: 57, N.Y. (1948) 

ATHEARN, James L. 1175 Lencre, Columbus 
Ohio. (1949 

ATKINS, David, Coastways Ranch, Pescadero, 
Mateo "Co., Calif. (1928) 

ATEINS, Pau M., 199 Inwood Ave., Upper Montc 

ATKINSON, (Mrs.) Amy I. Morgan State Col., 
150, Baltimore 12, Md. (19 

ATKIN NSO Ere L. Jay, 417 N. Thomas St., Apt. 1, Arl 
ton, Va. 

TRINSON, | Sterling K., Temple Univ., Philadelr 


30) 
+ATRINGON, Wilellyn M. (Mrs. L. Jay), 417 
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Mktg. "Res, Div , Schenectady, N.Y. (1939) 

TFARNE: , Wells, Stein, Roe & Farnham, 135 S. 
La Sails Se St., Chicago, IM. (1951) 

FARNSWORTH, (Mrs.) Helen C., raog Res, Inst., 
Stanford Univ, Stanford, Calif. (192 5) 

ee Jo! hn, 58 Warren Ave., Plymouth, Mass 


MS 
; John E. 2068 Farwell Ave., Chicago 45, 


FARRELL, 

Ill. (1952 

FARREM, ion R., 115-25 Metropolitan Ave., Kew 
Garéens, L.L. N.Y. (1948) 

FARRIS, Paul L. eons Univ., Sch. of Agric., Dept. 
of Agric. West Lafayette, Ind. (195 

FARWELL, Lorug C., 735 Happ Rd., forbaetd, Il. 


(1946) 

FASSBERG, Harold E., 315 N. Thomas St., Apt. 3 
Arlington, Va. (1948) 

FAUBEL, Arther L., R.D. 1, Danbury,-Conn. (1919) 

PAR Be US Q., 5536 Parkland Ct., Washington 

FAUCETT, P. Ma Jr., Fed. Res. Bank, Res. Dept., 

Chicago, Ill. £1951) 

FAU eet teks , R. W., 1345 E. Marquette Rd., Chicago 
AULKNER, Earold U., 26 Barrett PL, Northampton, 
Mass. £1926) 

FAUST, Ltoyd M., Commerce Trust Co., Trust Dept. 
Kanses City 10, "Mo. 1938) 

FEDER, Ernes?, South Dakota State CoL. Agric. Exp. 

Sta., Brookings, S.D. (19 
S., 9006 Linton St., Silver 


FEFFEEMAN, ur 
Spring, Md. 1946) 

S , c/o Netherland Embassy, Agency 
for the Mii. of ae Hen House, 117, Park St., 
London W a es England. (1947) 

FEI, Edward, American 
1951) 


Beirut, Lebanon. 

UM, » 23 Edward Ave., Pitts- 
field, bass, (19: 

FEIGON, Gershon. v 1411 S. Tripp Ave., Chicago 23, 


H. (1 246) 
FEIN Rashi, Glen Lennox, Apt. 46F, Chapel Hill, 


C 
FEIKBERG) Daniel, Mo 68th Dr, Kew Gardens 
Hills, ‘Queene, N.Y. (19. 
"SEBINN, Uo ia Ann, wA Concord St., Waterbury, 
orn 
FE orma, 126 Concord St., Waterbury, Conn. 
FEINSTEIN, Lazar, 8 Sirkin St., Tel-Aviv, Israel. (1948) 
FEIRSON, Aazon it, 7308 Forest Rd., Kent Village, 
Landzver Md. (1950) 
vee Bee zt da Inst. for Advanced Study, Princeton, 


66, N.Y. (19: 


. FELDE, Lean EL 29 W., 64th St., New York 23, N. Yi 


(1942) 
LDMAN. d D., 435 E. 14th St., Apt. 8A, New 


York, Ne -V. 11948) 
MAN, Edwin, 160 W. 87th St., New York 24, 
N. RA £195! 30) 


` 


aha k.. 4341 Gunther Ave., Broux, New York iz 
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CARS Marc J., 2710 N, Lexington St., Arling. 
ton, Va. (19. 
FELIX, David, 4D uiv. of California, Sch. of Bus, Admin. 
Dept. of Econ., Berkeley 4, Calif. (1950) 
ronn: (8 Viim J., 131 Edgehill Rd., New Haven, 
n. (1941 
FELS, Rendigs T., 4603 Westview Ave., Nashville 5, 


Tenn. (1948 
FELSENT. , Leonard, 4884 McArthur Blvd, 
Washington, D.C. (1943) 
FE , Benjamin, Food Fair Stores, Inc., Allegheny 
Ave. and Tulip St., Philadelphia 34, Pa. (1943) 
FELTON, John R., 308A à Monterey, NOTS, Inyokern, 
China Lake, Calif. (1948; 
FE NNER, Je James, 245 W. 104th St, New York 25, 
1950) 
FE rm m GER, Laurence, Jr., R.F.D., Riegelsville, Pa. 
FE. (eid Calvin, 208 S. La Salle St., Chicago, IIL 
. 1933 
mi ERBER, Marianne A. (Mrs. ied 606 S, 
Western Ave., Champaign, Ill. (1948) 
FERBER, Robert, 606 S. Western Ave., Champaign, 


Ill. (19. 
FERC , Albert A., 2203 N. Rocheblave St., New 

- Orleans, La. (1949) 

FEREBEE, E. Emory, 6300 Ridgwood Ave., Ghevy 
ene Md. (1929) 

GENSON, M. C., 110-21 73rd Rd., Forest Hills, 

PERS. E ) 

FERGE Wirth F., 4635 N. Rock Spring Rd.. Arling. 
ton, Va. (1935 

FE RGUSON, Allen R., 10716 “Douglas Ave., Silver 
Spring, Md. (1950) 

FERGUSON, Esmond S., c/o Lord, Abbett. & Co., 63 
Wall St., New York 5, N. Y. (19: 

FERGUSON, Joha M., Univ. ak Pittsburgh, Pitts. 
burgh, Pa. (1917) 

E Pw Robert H., 116 Irving Pl, Ithaca, N.Y. 

FERN. NERO , J. Joseph, 6128 Arbor Rd, Long Beack 
11, Ca 

FERRÁN, ios c/o Banco Central de Venezuela 
Caracas, Venezuela. (1948 

FERRAND, Margaret aD 4125 18th PL, N.E, Wash. 


ington 18, D.C. (19 

FERRIN. Dana H., Sean Co., 35 W. 
32nd St., New Toe "N. 32) 

FETTER, "frank ank W., tia Univ., Dept. ol 


. Evanston, Ill. (1923 
FETTER, Robert B., Indiana Univ., Sch. of Bus. 

Bloomington, Ind. (1949) 
FETTER, t aaa 1240 N. Stuart St., Arlington 1, 


Va. (19. 
FELINE j) John C., 4801 Alhambra Circle, Coral Gables 
la. (1345) 
FEUEHLEIN, Willy J. A., 7115 Overhill Rd., Bethesda, 
Md. (1940) 
Bs Karel F., 156 Brevator St, Albany, N.Y. 
1926 


FICHTNER, Charles C., 238 Main St., Buffalo 2, N.Y. 


FICK. 4) 
S. K, John, W., 30 Webster St., North Tonawanda, 
P 194 
ERAT Hermann, 9008 Flower Ave., Silver Spring, 
PI (1947) 
FIELD, Bertrand B., 1438 Sheridan St., N.W., Wash. 
ington 11, D.C. (1945) 
Frederick V.,.23 W. 26th St., New York 10. 
N. YA (1934) 
FIEL. y eet 1 Bayard Rd., Pittsburgh 13, Pa. 
1936 
LD, p MN 250 Park Ave., New Vork 17, N.Y. 
ween. 
IELD, Maxwell, 210 Lincoln St., Boston 11, Mass, 
Mot 3) 
FIER, Louis, 738 Stanley Ave., Brooklyn 7, N.Y. (1949) 
ILIE, Ferruccio A., 1305 Chalmers Dz., Ann Arbor, 
Mich. (1945) 
FILIPETTI, George, Univ. of Minnesota, Sch. of Bus., 
Minneapolis, Minn. (1922) 
EE David H., 15 Washington St., Newark, N.J. 
9. 
*FINE, Gerald S., 190 E. 21st St., Brooklyn 26, N.Y. 
(1951) 


FINE, Sherwood M., J5-HQ-FEC, APO 500, c/o Post- 
master, San Francisco, Calif. (1947) 


= 


24 . ^. American Economic Association a 


"ie toe wee E. 926 Erin St, Madison S, 
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GADO, oo Antioch Col, Yellow Springs, 


eats (195 
nes Cornelius W., Dickinson CoL, Carlisle, Pa. 
rd 


KL, 3€10 Hillegass Ave. Berkeley 5, 
Calif. Heres 


FINLEY, John W., 20 Sarl St., Westbury, N.Y. (1943) 
**EINN, Sister Isabelle e, Marymount Col., 


Salina, Kana, (1946 
, 3350 Bronx Blvd., New York 


FINNEGAN, Joseph 
, 67, 5 Y. (1937 ) 
Y, Katherine, Connecticut Coi., Dept. of Econ., 
New London, Conn. £1940) 
FINSTON, Howard Ya 11090. ‘Strathmore Dr., Los 
Angeles ^4, Calif, (1951) 
VED, Eigie L., 847 Greenwood Rd., Le Mars, 
lowa: 1926) ' 
NE, Frederic N., 312 W, 92nd St., New York, 


` FAC 50) 
FRESTÓND Q. J. had Wayling Ave., Kingsview Park, 
Eastview, a T 1946 


FETES, Alezander, 4 ada, . 30th St., Aington, Va. 

*EIRFER, Amy W. (Mrs. Alexander), 4803 S. 30th 
St., “Arlington. Va. (1249) 

(FIRST, (Mrs.) Ramona K., 1920 Von Way,’ Reno, 


Nev. vaan 

FIRTH, Univ. of Tasmania Lib., Box 647 C, 
G.P. Ó., Hobart, Tasmania. (1949) 

FIRTH, Norman C., 290 Broadway, New York, N.Y. 


1944) 

nis Hasol Frenklin and Marshall Col., Lan- 
caster, Pa. (193 

FISCHER, aaa C., Bucknell Univ., Dept. of Econ. e 
Lewisburg, Pa., (1949) 
SCHMAN, Leonard L., Econ. Dev. Admin., San 
Juan, P.R. (19 

FISH, Hy, 137 Rehor Hayarkon, Tel-Aviv, Israel. 


1948 

FISHBURN, John T., 9207 Kensington Pkwy., North 
Chevy Chase, Md. (1239 

FISHER, m G. B., 1818 H St., N.W., Washington, 


MEXA "n J., 2309 Apache St., Hyattsville, Md. 


UU Clyde O., Wesleyan Univ., Middletown, 
Conn. (1916) 

FISHER, Ernest M., Columbia Univ., Sch. of Bus. 
116th and Broadway, New Vork 27, N.Y. (1923) 

BUM Gene H., 17C1 Penmar Ave., Venice, Calif. 


FISHER, Gerald C., 7048 Bales, Kansas City 30, Mo. 
1945 


vis, (951 "TN W., 1551 Jefferson St. Madison 5, 
is. 
FISHE 


“Janet d A. (Mrs. Burton R) University 

Houses, Madison 5, Wis. ao sa 

FISEER, Joseph L., 2608 24th St., N., Arlington 7, 
a 

E Paul, 237 Southampton Dr., Silver Spring, 

FISHER, Raph H., 52C9 Nahant St., Washington 16, 

FIS. wig Thomas K., 2 Wall St., New York 5, N.Y. 
1 


FISHER, Waldo E., Uriv. of Pennsylvania, Wharton 
Sch., W-199 Dietrich Hall, Philadelphia 4, Pa. (1926) 

FISHER, Walter D., Kansas State Col., Dept. of Econ., 
Manhattan Kans. (1951) 

FISHER; Eho W. Halder, Fed. Trade Comm., Washington, 
FISHMAN. Betty G. ain Leo), 204 Wilson Ave. - 
Morgantown, W, Va. 11941) 

IET ; Lea, 204 Wiison Ave., Morgantown, w. Va. 

941 
PITCH, Je John A., 39 Claremont Ave., New York 27, 


Y. 
FITCH, Lylo C, C., 75 Higkland Ave., Middletown, Conn. 
ii hee J. Anderson, Univ. of Texas, Austin, 


14) 
FITEG RAID, Lloyd X, Univ. ot eh -Col. of 
Com. and Fin., postoi, Mich, ; (1935 
FITZGERALD, a J., Univ. of Notre Dame, Notre 
Dame, Ind. 
FITZGERALD, pm J., Jr, 110 Bellevue Pl, 
ECL dd N.Y. (1945) 


FITZGERALD, W. Lyle, Exchange 
Uxion Stock * Vards, 7 Chicago 9, Iit. 
FITZEATRICE, James, 629 W. 115t 


ange Bide, Room 116, 
194 : 
St., New York 


5, N.Y. 
FiEATRG RI E Panl J., 4119 13th PL, N.E., Washington 
FITZSIM ONS, Cleo, Purdue iN Home Econ. 


Bldg., West Lafayette, Ind. (1945) 
cO Denis A., 1420 Spruce St., Berkeley 9, Calif. 


i gn m ere n Ilinois, 117 David 
Kinley Hall, Urbana, Ill. (193 
ANDERS, (Mrs.) June, 1988 Stuazt, Berkeley i. 


Calif. um LUNA 

FLAMD. E., senate Office Blig., Room sit, 
ARR ae C. (1932) 

*FLECHSIG, Theodore G., Johns Hopkins Univ., Dept 
of Polit. Econ., Baltimore 18, Md. (1951) 

FLETCHER, Daniel O., USS Philippine Sea CV-47, 
c/o FPO, San Francisco, Calif. (195: 

FLETCHER, ^ pea L., Jr., 2 Shaler Lade. Cambridge, 

ass. 


FLET: FINE. R, Max E., Leadore, Idaho. (1952) 
FLINK, Salomon, Univ. of Newark, Newark, N.J. 


9. 
FINN, Bernard W., 1636 Charles St., Rockford, IU. 


FLOBINSEY, Michael T., Columbia Unlv., Fayer- 
weether Hall, New York 27, N.Y. q 934 

FLOYD, Joe S. Unis; = Florida, Col. cf Bus, Admin., 
Gainesville, ia, (l 49) 

SFLUBACHE| Joseph F., 424 Ashdale St., Phila- 
delphia, Pa. (t 
UKER, J. asa 10605 Georgia Ave., Silver Spring, 
et? (1948) 


C. M., Santa Clara Univ., Santa Clara, 
Calif, ( 


£. (194o) T., 35-11 222nd St., Bayside, L.I., N.Y. 


38 
FL mU Oscar R. di Deerfield Packing Corp., 
Bridgeton, N.J. (1943 
NN E 1435 de itas. Ave, New York 28, 
OERY 


l iona W., 6 E. Moon Aves Llanerch, 
DeL is Ra avertown P. O., Pa. (192 
SOLEY, rud H., Jr., 20 Summer 29 
FOLEY, Mary E Sacramento State Cal, Sacramento 
19, Calif, (i943 
FO LE, 0 roid, ay Stephenson PL, N.W., Wash- 
ington 15, D.C. 19 E 
FO OLSON, 301 M, Marion B. "543 State St., Rochester, N.Y. 


FOLZ, William E., 510 E. C Sz., Moscow, Idaho. (1944) 
FOREUSH, Dascomb R., 1725 Orringtoa Ave., Evans- 


ton, Hi 1 (1950 

EO orothy (Mrs. Dascomb R2, 1728 
Oregon Ave., Evanston, IU. (1952) 

FORD, Caroll W., Babson Inst. of Bus, Admin., Bab- 
son Park, Mass. (1937) 

FORD, James W., Columbia Univ. Eamilton Hall, 
Box 5, New York 27, N.V. (1952) 


Providence, 


7. FORD, Robert S., 2100 Scottwood, Ann Arbor, Mich. 


{1929 
FO ND d; ue Oak Farm, Greenport, Ll, 
FONEGGER) ) Eleanor H., 2373 N. 10ist St, 
Milwaukee 13, aom 1947) 


FO ., Box 36, Kensetz, Ark..(1949) 
FORJOHN, gaien B., 202 Colonial Bldg., Allentown, 


FOR losen, Morris D., Brookin Law Sch., 375 . 
Pearl St., Brooklyn 1, N.Y. (1939 

FORMAN, Flora, P.O. Box 503, " pridzeport, Conn, 

se wt Curtis F., 21 W. Roselle Ave., Roselle Park, 

FORS a . Howard, TAA Bd., 3D826 Penta- 
gon Bldg., Washington, D.C. (194 

FORTH, Milburn L., 908 ii cron. Ave.. Arlington 5, 
Va. (ou 

FOSTER, ae) Rhoads, E. Allendale Ave., Allendale, 

FOSTER, Pajor B., New York Univ., Sch 
Washington Sq. New York 3, N.Y. 1939 239] 

FOSTER, Merle A, 1209 B Carolina, late, Manila, 
Philippines. (1951) 


. of Com., 
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FOURAKER, Lawrence E., Pennsylvania State Col, 
Dert. of Econ. and Com., State College, Pa. (1952). 
OUR TER teas T., 164 N. Van Dien Ave. Ridge- 

woo 193 
FOWLE, Geraldine E., 1020 Newton St., N.E., Wash- 
ingten 17, D.C. (195 
FOWLER, 


les B., Quaker Village, Chappaqua, ) 


" 


N.Y. (1934 

FOX, Harlaud G., 928 Franklin Ter., Minneapolis, 
Mina. 1949) 

FOX, Kirk, 109 Carle Dr., Urbana, IH. (1949) 

Fort pine À., 5236 N. 11th Rd., Arlington 5, Va. 
194: 

NS J., 2400 16th St, N.W., Washington, 

FOYT Div. of Agric. Econ., 


erry, ol of Agric., 
Davis,” lif. (1948) 

N, H. La Rue, Univ. of Pentisylvania, Wharton 
Se "Econ. Dept., Philadelphia, Pa. (1923 
FRAINE, Harold G., Univ. of Wisconsin, Sch. 

Sterling Hall, Madison 6, Wis. (1929) 
ERA Robert R., -221C Marshall St., Princeton, 
48 
FEES ar Royal W., 104 E. 40th St., New York 16, 


FRANCS, Bion H., Olin Industries, pe 275 Win- 
chester Avs., New Haven, Conn. (1947) 

FRANCIS, Brother Clement, Manhattan Col, 
York, N.Y. (1934 

FRATICIS, eU L., Westboro P.Ó., Ottawa, Ont., 
Canada. (1948) 

m CEST e A., 419 Wagner Dr., Washington, 
FRARCIS, Sister M. Catherine, Archbishop Cushing 
Col., 535 Boylston St., Brookline 46, Mass. (1949) 
FRANCK, Peter G., Haverford Col., Haverford, Pa. 


944) 
FERE Lenore, 303 E. 27th St., Apt. 3B, New York, 
i 
FRANK, Helmut J, iL 49 Dry Harbor Rd., Middle 


Village 79, N.Y. (195 
FRANK, Henry J., e AN ox 104, Princeton, N.J. (1950) 


of Com., 


New 


` PRANK, Isaiah, 2418 N. Rockingham St., Arlington, 


Ve. oa 
FRAN i REA 865 S, Greenbriar St., Arlington 4, 
& 

FRANK, William F., Tech. Col, 
Derby, England. (1946) 

FRANKEL, Marvin, 1630 Alabama Dr., Apt. A-1, 
U-bana, i, 1950) 

FRANKEL, .) Patricia, 102 Newport Ave., Brook- 
line, Reading, Pa. (1951) 

FRANKEL, S. Herbert, knon Hous2, Hinksey Hill, 


Oxiord, Hogland, (1943) 
a W. 108th St, Apt. 2E, New 


FRANKLIN, B. M., 
York 25, N.Y. (194 
F. NT Lin Jean M, Milltown Rd. South River, 
FRAN AN, Wiliam B., 78-11 a Ave., Apt. 4 I, 
Jackson Heights, L.I., N. 'Y. (1949) 
FRASER, Herbert W., "Lehigh Univ., Dept. of Econ., 
Ckristmas-Saucon Hall, Bethlehem, Pa. (1948) 
FRAZEE, Gilford, P.O, Box 61, New „Martinsville, 
VJ. Va. (1950) 
Pdl (33s George E., 400 N. Michigan Ave., Chicago, 
1935) 
William Ia 456 Riverside Dr., Apt. 1C, 


R, 
Mew Vork, N.Y. 19o 
S. (Mri; ohn À.), 3524 S. 


Normanton Rd., 


"*FRECHTLING, 
Wake3eld St., ir nid Va. (19 

FRECHTLING, P as A., 3524 S. Wakefield St., Arling- 
ines EB 1949) 

i John H., P.O. Box 208, Kensington, 


ON, John E N. Christiana, 


Seen, ar (940 

FREED MAN, BeAr N., R.F.D. 4, Vienna, Va. (1949) 

FREEDMAN, Elisha C., ^32 Mark Twain Dr., Hart- 
Zord, Conn. (1951) - 

FEEEDMAN, Robert, Jt, Colgate Univ., Dept. of 
Econ., Hamilton, n (19. 


FEEEMAN, Cornelia & Que. L. L.), 306 Fifth St., 
Rarine Win (1046) i 


N.Y. (1049) " 
FOX, Bertrand, 56 Beaver St., Room 92, New York 4, 


^ 


^ 


' 


ee Edwin S., 12 Benton St., Wellesley, Ma 


(192. 
RER AN, Hertert C., Pickwick Arms Hotel, Gre 
~ wich, Conn. (1917) 
FREE. MAN, Ralph E., Massachusetts Inst. of Tec 
Cambridge, Mass, (1930) 


FRENCH, Robert W., Tulane Univ., ry of Co 


E Bus. Admin., New Orleans, La. (1934) 
REUND, Rudolf E., State Col. Sta., Box 5075, Raleis 


a C. $47) 
EEURD, 3 ums C, 295 Orange Ave., Irvington : 


FRICKEY. awin, Harvard Univ., Dept. of Eco 
Cambridge, Mass. (1924) 

FRIDAY, Charles B., en State Col, Dept. 
~Econ., Corvallis, Ore. (1946) 

FRIED, Edward an 10410 Brookmoor Ct., Sih 
Spring, M Md. 1d. (1947) 

FRIEDLAE R, Heinrich E., Harpur Col., Sti 
Univ. of New York, Endicott, NY. (1948 

FRIEDLAND, Seymour, Suite 2A, 47 oun s 
Cambridge, Mass. (1950) 

FRIEDMAN, Bernard H., Univ. vi yE ittepursh, De 
of Econ., Pittsburgh 13, "Pa. (1948) 

FRIEDMAN, Clara H. (Mrs. Mitton), 1722 Mich 
William Rd., Merrick, L.I., N.Y. (1946) 

*FRIEDMAN, Ester B., 1223 White Plains Rd., A 


619, New York 72, d Y. (1952) 

FRIEDMAN, Harry G. 86th St., Apt. 15F, N 
York, N. Y (1908) 

FRIEDMAN, Milton, 1722 Michael William R 
Merrick, L.I., N.Y. (1951) 

FRIEDMAN, Milton, Univ. of Chicago, Dept. of Ecc 
Chicago 37, Tu. (1941) 

FRIEDRICH, Wiliam G., 601 19th St., N.W., Washi: 
ton 6, m .C. (19 
REND, Irwin, v. of oe, Wharton Sc 
Philadelphia 4, Pa. (1946) 

EN, Harold N., 1136 Colling Wood, Apt. 4 
Detroit, Mich. (1950) 
RISCH, Ragnar, Univ. Inst^of Econ., Karl Johan: 
47, Oslo, Norway. (1948) 

FRI dran Fa 374 E. Paces Ferry Rd., N. 
Atlanta, Ga. (195 

FRISEMAN, Ka ut », 2219 13th St., N.E., Washing! 

FRISINGER, Hubert EH., 2301 Woodside Rd, A 
Arbor, Mich. (1946 

FRISTOE, Charles W., Univ. of Florida, Col. of B 

Admin., Gainesville, Fia. (1947) 

FRITZ, David, c/o United Nations Korean Rec 
Agency, Mitsubishi Naka No. 11 Bldg, Tok 
Japan. (1952) - 

Wilbert G., 305 N. Kenmore St., Arlingt 
Va. (1930) 

FRIZOL, Sylvester M., Loyola Univ., 820 N. Michi, 
Ave., Chicago 11, Ill. (1940) 

ais. 1938)" Walter, Marquette Univ., Milwauk 

is. (1938 

FROHMAN, Charles v ne and Dauch Paper € 
FROEN Y. nobio (1946. 

y H., 2835 N. Melvina Ave., Chicago 
A NN. 


2 odi A., Russell Sage CoL, Troy, N 

i) Emanuel R., 603 Miles Ave., Billings, Mc 

FUCHS, Ralph F., Indiana Univ., Sch. of Law, Bloc 
ington, Ind. (1946) 

Bir sg Victor R., 350 First Ave., New York 10, N 

FUERST, E., P.O.B. 2428, Tel-Aviv, Israel. (1950) 


FUJIOKA, Masao, c/o Budget Bur., Min. of F 
TLEPRSON: Tokyo, Japan. (1950) 


E rw Frank B., 318 N. Twelfth St., Corva: 
re. 
FULLBROOK, Earl S., Univ. of Nebraska, Linc 
Neb. (1946) 
FULLE. Am A., Jr. Citizens Nat. Bank, We 
ville, N.Y. (1936 


FULLER, Douglas R., c/o Northern Trust Co., 5€ 
LaSalle St hicago, Tit. (1943) 

FULLER, Horace J., Ontario Col. of Pharm., 46 C 
rard St. E. , Toronto, Ont., Canada. P 

FULTOR, oseph F., 701 Madison St., Washi 
ton 11, D.C. (1948) . 

FULTON, Roger H., 1257 Prospect Dr., Wilmingt 
Del. (1953) 

WINE Arthur TS 62 WKirct Ave Greenville Da "me 
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URLONG, Edward C., John B. Stetson Univ., De 
Land, Fla, (1950) 

JURNISS, Edgar S., Grad. Sch., Vale Sta., New 
Haven, Conn. (1915) 

i Van Buren St., N.W., Wash- 


(1947) 


ADEHOLT, Bjorn, Pacific Power pad Light Co., Pub. 
Serv. Bldg., Portland 4, Ore. (19 
AFFEY, John D., 1311 e. T ve. Pasadena 6, 
Calif. 41940) 
AGL’ O, Domenico, Univ. of Kansas, Dept. of 
ons Lawrence, Kans, (1925) 

Walter 'D., 11142 90th Ave. Edmonton, 
Alta., S nds (1949) 
AINES, Tilford C., Fed. Res. Bank, 33 Liberty St., 
New York 45, N. Y. (1549) 
AINSBRUGH, Martin R., Nat. Ind. Conf. Bd., 247 
Park Ave., New York, NY. (1946) 


AL, Nicholas P., 3636 16th St, N.W., Apt- B839, 
Washington, D.C. 1950) 
ALBRAITH, John Ol rard Univ., 207 Littauer 


Center, Cambridge 38, Mass. (1939) 

ALBREATH » C. Edward, 5300 Sherrill Ave, Chevy 

Chase 15, Md. (1934) 

ALE, Hoyt R., 669 Sturtevant Dr., Sierra Madre, 

Calif. Sb 

ALENSON, Walter, Univ. of California, Inst. cf Ind. 

Rela., Berkeley, Calif. (1938) 

ALERSTEIN, David H., 65-38 Booth St., Rego Park, 

ALIG. ‘A, Lucas M., Arenales 2439, Buenos Aires, 

Argentina, (1942) 

ALLAGHER, John O., Box 129, Wesleyan Sta., 

Middletown, Conn. (1949) 

ALLM. Robert E., 4205 12th Rd., Apt. B, South 

Arlington, Va. (1949) 

aun Lee, 461 Webster Ave., Winter Park, 
a. 

AM Leon J., 15 Twinlawns Ave., Hicksville, 

ALPERT, (Mrs.) Edith F., 1434 N. Foothill Blvd., 

Pasadena, Calif. pe ) 


GALPIN, Henry L., 145 Everit St., New Haven 11, 
Conn. 1911) 
AMBINO, Amedo, Via Emilio Cavalieri 12, Rome, 


Italy, Jur, (1949) 
Philip L., ns ira State Col., 

or Econ., Amherst, Mass. (1945) 

AMBS, John 3 Griffen Rd., Clinton, N.Y. (1939) 

AMSER, Howard G., 357 Bleecker St., New York 14, 

N.Y. 1945) 

ANE, Frank H., Northwestern Univ., Sch. of Com., 

Evanston, Ill. (193 4) 

ANZ, Alexander, Naciones Unides CEPAL, Av. 

providencia 871, 7 piso, Santiago, Chile. 1950) 

ARBALIN KT, Watter, NSR & DF Naval Sup. Depot, 

Bayonne, NT (194 

ARBARIN o est W., Univ. of California, Inst. of 

Ind. Rela., Berkeley, Calif. (1947) 

ARBER, Joseph M., EDS Sec., Hdq., 3rd Army, 

Fort McPherson, Ga. (1952) 

ARBUNY, Siegfried, 120 W. 105th St., New York, 

N.Y. 1946) 

ARDAM, Joseph W., Jr., 5 Hoffman St., Maplewood, 

N.J. (1949) 

ARDNER, Alexander J., 42 Fremont St., Bridgeport, 

Conn. (1950) 

ARDNER, Clinton REA 195 Broadway, Room 1239, 

New York 7, N.Y. (1947) 
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McALLISTER , Phyllis P., 5345 S. France Ave., Min- 
neapzlis 10, Minn, (195 2) 
MERE David A., Herrontown Rd., Princeton, N.J. 


(190 
MÁCARE, Norbert G., R. 2, Xenia, Ohio. (1949) 
McCAHAN, panei 607 Strath Haven Ave., Swarth- 
more, Pa. (1934) 
**McCALLEY, Hazel S. . John W.), 2440 Sedg- 


wick Ave., University de 68, N.Y. (1952) 

McCALLEY, John W., 2440 Sedgwick Ave., University 
Heights 6a, N.Y. (1945) 

McCARTHY, James L., 121 Dorchester Ave., Water- 
ville, Conn. (1952) 

McCARTHY, Philip J., 6211 Morley Ave., Los Angeles 
56, Calif. (1949) 
cCAULEY, john S., U. S. Dept. of Labor, Bur. of 
Appen., Res., and Statis., Washington 25, D.C. 


(1952) 
McCAULEY, William F., UNCACK, Army Unit 8201, 
APO 59, c/o Postmaster, San Francisco, Calif. (1951) 
**McCLELLAND, Anne R. (Mrs. Donald H.), ECA 
Mission to Italy, 62 Via Veneto, Rome, Italy. (1952) 
McCLELLAND, Donald H., ECA Mission to Italy, 62 
Via EE » Rome, italy. 1048) 

McCLELLA ves New ife Ins. Asso. of Amer., 
488 Stadion Ave., New "Vork 22, N.Y. (1941) 

McCLINTIC, Jose ph O , San Diego State CoL, 
Diego 15, Calif. 37) 

MeCLUNG, Nelson. D. 2916 Second St., N., Arlington, 

a 

+McCLUNG, Roid Do niy: of Southern California, Los 
Angeles, Calif. (19 

aes USH, E V., Tarkio CoL, Tarkio, Mo. 

EU George T., 147-37A Charter Rd., Jamaica 2, 

MIGOMAS.] mE W.,.]r., 72 Webster St., Mal- 
veme, N.Y. (194 

McCONAGHA, William A., 932 E. Commercial St., 
Apzleton, Wis. (1925) 

*McCONNELL, Campbell R., B-188 Quadrangle, Iowa 
City, Iowa. (1951 

McCONNELL, Joseph L., Univ. of Illinois, Dept. of 

on., Urbana, Ill, (1942) 
nico RMA Ck, Alfred, 15 Broad St., New York 5, 
Y. 

McCRACKEN, Harlan L., Louisiana State Univ., 
Himes Hall, Baton Rouge, La. (1933 

McCRACKEN, Paul W., Univ. of Michigan, Sch. of 
Bus. Admin., Ann Arbor, Mich. (1942) 


McCREARY, Senis W., 295 Grizzly Peak, Berkeley : 
Calif. 938) 

McCUTCHAN, Cuyler W., 2490 Tuxedo, Detroit : 
Mich. (1950) 

McDERMOTT, John P., 76 Deerlake Dr., Nort 
Babylon, N.Y. (194 9) 

McDERMOTT, ry E., 315 S. 16th St., Philadelph 


2, Pa. (1942) 
Holy Cross Col, Eco: 


McDERMOTT, Thomas J., 
Dept., Worcester, Mass. (194 9) 

McDIARMID, Orville J., MSA, STEM, APO 928, c; 
Postmaster, "San Francisco, Calif. (1939) 

McDONALD, Joseph L., Hanover, N.H. (1925 

McDONALD, S. L., Univ. of Texas, Dept. of Econ 
Austin 12, "Tex. (1950) 

*McDON SALD, Walter J., 98 Lexington St., Wate 
town 72, Mass. (1952) 

McDONALD, William S. USMA, Dept. of Soc. Sc 
West Point, N.Y. (19. 52) 

McDONNELL, Daniel C., 238 S. Madison Ave., Uppi 
Darby, Pa. (19. 50) 

McDONDUGH, Charles A., 18 Tremont St., Bosto: 
Mass. HEN, 

MCcEAC. John W., Touche, Niven, Bailey 
Smart, 1380 ee Bank Bldg., Detroit 26, Mic 
1948 

§McENBROE, Jack A., Box 631, Highland, N.Y. (195: 


MoEyO Y, ;Raymoniit, ,504 Johnson Rd., Falls Chure 
a. (194 
McE Robert J., Boston Col., Col. of Admir 


Chestaut Hill 67, Mass. (1942) 

McFARLAND, M. Carter, HFA, Office of Admir 
Washington 25, D.C. (1947) 

McFAYDEN, Ross, 1563 Washington, Denver 3, Col 


) 

M\FEATERS, Marvin C., 313 N. West St., Fal 
Church, Va. (1941) 

McFERRIN, John Ba Univ. of Florida, Bldg. 1 
Gainesville, Fla. (1950 

McGANN, Paul W., 205 S. West St., Falls Church, V 
1 

MESARRY, Shanes D., Univ. of Buffalo, Buffal 

McGEE, John S., Univ. of t California, Dept. of Ecor 
Los Angeles 24, Calif. (1951) 

McGILL, Kenneth H., 503 Stratford Dr., Alexandri 


C 

MeGINLEY, James J., Fordham Univ., New York 5 

D 

McGRATH, Lawrence P., Seton Hall Univ., Sou 
Orange, N.J. (1950) 

McGRATH, William H., 3819 92nd Ave., N.E., Bell 
vue, Wash. (1919) 

McGRAW, Boker La 3036 Park Pl, N.W., Washin 
ton, D. 193 

wc GREGOR, Hs eran E., Avondale Farm, Newbut 

McGREW, John Gilbert, Fenn Col., Cleveland, Ohi 
19 

BILD ANE Eileen L. (Mrs. James A. LJ, 5: 
xod bell St Pittsburgh 21, Pa. (1952) 

cGUIGAN, AN, James A. L., 542 Campbell St., Pitt 

rer 21, Pa. (1952) : 

McGUiRE, Carl W., 770 18th St, Boulder, Col 
19. 

MSGUIRE, Charles B., 5649 Dorcheszer, Chicago, I 
194! 

ME eee 2231 E. 67th St., Chicago 4 
Ill. (1941 

McGUIRE, Constantine E., Box 447, Geneva, N.Y 


1922 
: X Jen A., 8703 Eastern Ave., Schenectad 


a 

MNUE à Joseph W., ie W. 604th St., Shanks Villag 
RECEN N.Y. (1950) 

McHALE, Thomas R., 24 Blackstone Blvd, Pros 
dence, R.I. (1951) 

McHUGH, Thomas F., 7410 Allison St., Landover Hil 
Md. (1946) 

McILVAINE, William D., Jr., P.O. Box 6127, Unive 
sity, Ala. (1948) 

McINTOSH, William J., Loyola Univ., Los Angeles 4 
Calif.(1951) 

McINTYRE, Francis E., cait Tex. Oil Co., 551 Fif 
Ave, New York, N.Y. (1938) 

McIVOR, R. Craig, McMaster Uniy., Hamilton, On 
Canada. (1948) ~ 
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amare ae K., Univ. of Pittsburgh, Pittsburgh, 
a 
VAT E r Richard, 1426 21st St., N.W., Washington 6, 


D.C. ) 
, Roland N., 2121 Malcolm Ave., Los Angeles 


McKE 
25, Calif. (1947) 
McKEN NZIE, Lionel W., Jr., Duke Univ., Dept. of 
Eos Durham, N.C. (1952) 

! , James W., 87 Pierce Rd., Watertown 72, 
Mass (1949) 

McKINLEY, David H., pee State Col., 
Dept., State College, Pa. (1947) 

McKINLEY, Gordon W., 16 Orchard Rc., Florham 
Park, NJ. (1946 

MGRINLEY, Samuel J. 74 Beacon St., Boston 8, Mass. 
1928 

MEM David H., Box 163, University, Miss. 
1936 

McKINNEY, George W., Jr., 3812 posu. Rd., Glen- 
wood Farms, Richmcnd, Va. (194 


Econ, 


McKINNEY, T. Charles, 1915 {orn t., N.W., Apt. 2, 
Washington 9, D.C. (1951) 

McKINSTRY, Willian J., 104 Annawon eive., West 
Haven, Conn. (1947) 

EIC John, 645 E. 14th St, New York 9, 
"McE.O » Roberta E., 727 E. 13th Ave., Eugene, 


Ore. (19. 52) 

McLACHLIN, Harry D., c/o Shell Oil Co., 50 W. 50th 

St., New York 20, N.Y. (1949) 

MELAIN, James M., 857 Kenyon St., Akroa 11, Ohio, 
195 

McLAREN, Walter W., 21 Bayview Ave., Englewood 
are AE (1911) 

HLIN, Glenn Eo 3053 Ordway St, N.W. 

AT CIN D.C. (1929 

VicLAUGHLIN, n U., 5416 Charles St., Phila- 
delphia 24, Pa. (1948 

McMAH! rtu E, Univ. of Santa Clare, Santa 
Clara, Calif. EEN 
cMAH pomas W., Jr, 484 Brookdale Rd. 
Union, Nj. (195 

Mc MANU 


, Th See R. 4, Box 311-M, Vienna, Va. 
(1935) 


rx) Arthur, 2i2 Gosford Rd., Adamstown 
2N, N.S.W., potetan (194 7) 

McMILLAN, S Sterling, Western ove Univ., 167 
Public Sq., Clevelanc. 14, Ohio. (19 

McMILLAN, Thomas E., Jr., Box Te: Univ. Sta., 
Austin, Tex. (1948 

‘McMILLAN, Wendell M., Pennsylvania, re Col., 
301 Hort. Bldg., State College, Pa. (195 

WeMILLE, Wayio L o di Airlines, 100 Park Ave., 
New vou 17, N.Y, 


YicMULLAN, ur (0982 304 Custis Rd., Glenside, Pa. 


(1931 
Y, Joseph P., Mayo, Md. (1944) 
McNATT, Emmett B., Univ. of Illinois, 327 Commerce 
Bide. Urbana, lil. (1934) 
McNAU » Wayne L., Univ. of California, Dept. 
of Bus. iid Los Aageles 24, Calif. (1949) 
McNEILL, Clarence E. Univ. of Nebraska. Lincoln, 
Neb. (1919) 
McNEILL, John W., 20528 Morewood Pkwy., Rocky 
River 16, Ohio. (1946; 
VcNICHOLS, "Oden J., 1725 Orrington Av2., Evans- 


ton, Ill. (195 
McN ; James, Univ. of California, Sck. of Bus. 
Admin., Los Angeles 24, Calif. (1950) 
WcPETERS, W., Liddon, c/o Security Bank, Corinth, 
Miss. (1945) 
UcPHERSON, Edwin M., Grymes Hill Garden Apts., 
Aes 2A, 504 Howaré Ave., Staten Island, N.Y. 


(1950) 

“WcPHERSON, William H., Inst. of Labor and Ind. 
Rela., 704 S, Sixth St.. Champaign, Ill. (1923) 

VMcPHERSON, William K., Univ. of Florida, Dept. of 
Agric. Econ., Gainesvile, Fla. (1948) 

McPHERSON, Woodrow W., P.O. Box 5368, State Col. 
Sta., Raleigh, N.C. (1926) 

McVAY, Fra june E., North Carolina State Col., Raleigh, 

MVEY, En Frank L., 249 Shady Lane, Lexington, Ky. 


a S 
Y, Madeline, Fed. Res. Bank, Dom. Res. 
us. 33 Liberty St., New York 45, N.Y. (1947) 
MEACHAM, Charles H., 1101 Norton Ave., Glendale 2, 
Cali i952) 


MEAD, Edward S., Univ. of E enneyivania, Wharton 
Sch., Philadelphia 4, Pa. (1934) 
MEAD, Walter J., Lewis and Clark Col., Pi O. Box 149, 
Portland 8, Ore. (1951) 
MEANS, Gardiner C., R. 1, Box 43, Vienna, Va. (1926) 
*MEANY, Edward L., 5807 Plymouth Rd., Ann Arbor, 
Mich. (1953) 
MEARS, (Guages D., 4606 Harling Lane, Bethesda 14, 
*MEARS, Leon A., 1617 Fernwood Dr., Oakland 11, 


ucak alit, (1981) 
Wiliam H., 5805 Carroliton Ave., In- 
urere Ind. (1947) 
EE Ra Indiana Univ., Bloomington, Ind. (1946) 
MEE AN, T M Joseph, 810 Dahlia St., N.W., Weshing- 
ton, 194 


MEEHLING, Charles F., 628 E. 20th St., New York 9, 

1 4: 

NOM P., Florida State Univ., Tallahassee, 
a. 

MEEK, Howard B., Cornell Univ., Ithaca, N.Y. (1929) 

MEEKER, Royal, 625 Whitney Ave., New Haven, 


Conn. i; (903) 
MEHTA, 17C, Maganlal Nagar, Charni Rd. 
Junc., ‘Bombay 7, India. (1950) 
MEIER, Gerald M., Williams Col., Dept. of Econ., 
Williamstown, Mass. (1943) 
MEIGS, Alexander J., Univ. of Arkansas, Col. of Bus. 
Admin, 231, Me tee Ark, (1949) 
MEINKOTH, Ms Marian R., 835 Harvard Ave., 
Swarthmore, a. (1917; 3 
MEISELMAN, Devid, 814 E. 54th St., Chicago 15, 
MUS IK, Estelle, 258 Henry St., Brooklyn 2, N.Y. 
MELA MID, Alexander, 5424 Arlington Ave., New York 


71, N.Y. (1949) 
MELCHER, William, 1873 Glencoe Rd., Winter Park, 


Fla. (1934) 
s s ise E., 173 Woodland 8t., Worcester 
ass. 
MD » David, 119 Aldrich Rd., Columbus 14, Ohio. 
, Gilbert M., Tulane Univ., Col, of Com., 

New Orleans 18, La. 'd 940) 

MELLINGER, Mo-ris, 5534 N. Sawyer Ave, Chicago 
25, Ill. (1950) 

MEL N, Seymour, REGE ICY dada Dept. of Ind. 

New York UE N.Y. (19 

MELNICK ABELIOK, Julio, EU 2492, Santiago, 
Chile. (1952) 

MELNICOFF, David C., 1919 Chestnut St., Phila- 
delphia 3, Pa. (1947) 

MELOAN, Taylor W., Hoosier Ct. 26-2, Bloomington, 
Ind. (1952) 

MELOE, Torleif, 71 Van Name Ave., Staten Island 3, 
N.Y. (1950 

MELTON, Lee J., Jr., Louisiana State Univ., Col. of 
Com.; Dept. of Econ., Baton Rouge 3, La. (1951) 

MELTON, R. B., Eox 6132, T. C. Šta., Denton, Tex. 
1945 

MEPTZER, a C., 933 Crosswick Rd., Jenkin- 
town, Pa. 48) 

MEND iD NDELL, 7 Herbert C., 504 E. 3rd St., Brooklyn 18, 

MEND is Ernst, c/o Revere Copper ae Brass, Inc., 
230 Park Ave., New York 17, N.Y. (1949) 

MENDELSON, ‘Morris, Pennsylvania ree e Col., Dept. 
of Econ., 112 "Sparks, State College, Pa. (1947) 

MES NY 0) » Horst, 33 Liberty St., New York 
4. M 943 

MEND ZW Jorge A. Calle 81, 9-25, Bogotá, 


Colombia. (1946) 

MENEFEE, Robert G., Box 1255, Berea, Ky. (1952) 

*MENGE, John A, 151 Magazine St., Cambridge 39, 
Mass. (1953) 

MENNICK, William F., 6350 King Ave., Allen Park, 
Mich. (1952) 

MENNIS, Edmund A., ea Fund, 1630 Locust 
St., Philadelphia 3, Pa. (19 

*MERCADO, julian D., erm Bank of the Philip- 
i05 c/o Dept. of Econ. Res, Manila, Philippines. 

MERCER, Hugh H., Dickinson Col, Dep:. of Econ., 
Carlisle, Pa. (1949 j 

MERCER, Norman A., Univ. cf Florida, Col. of Bus. 
Admin., Dept. of Econ., Gainesville, Fla. (24) 

MERCHANT, Ely O., Box 465, Chino, Calif. (1910) 


TY 
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MEREDITH, L. pogas, Nat. Life Ins. Co., Mont- 
pelier, Vt. (1925 

MERIAM, isa S., Harvard Bus. Sch., Soldiers 
Field, Heston, Mass. (1914) 

MERIN ; Federico G., Casilla 1789, La Paz, Bolivia. 


{194 

mirer, Oswald E., 33 Vista Dr., Little Silver, N.J. 
194 

NE S, D., 2408 37th St., N.W., Washington, 


MERWIN, Charles L., Int. Monetary Fund, 1818 H St., 
N.W., Washington $ D.C. (1946) 

MERZBACH, L. H., P.O. Box 33, Southwestern Univ. 
Sta., Georgezovn, Tex. (1946) 

MIR ^ gd C., Room 3063, United Nations, 


Y. (194 
MBSSEMER, Fred C., Jr., 150-18 75th Ave., Flushing 
67, N.Y. (1951 ) 
MES SIHA, Wahib, Univ. Fuad I, Faculty of Com., 


Giza, Egypti (19. (198) 
METAXAS, Tenth Ave. M Corp., 689 
, N.W., Apt. 309, 

Washingtoa 1, D. Cc (19, 
METI ER, John Cy, The Citadel, Charleston, S.C. 


50) 
METZLER, Lloyd As Univ. of Chicago, Dept. of Econ., 
Chicago 37, Ill. (1946) 
HE Balthasar H., 1753 P St., N.W., Washington 
6 
TMEYER, ‘Gaal, 231 S. La Salle St., Chicago, III. (1918) 
M as RA dens, Washington Post, Washington, 
YME YER, Jo John R., 5-B Gibson Ter., Cambridge 38, 
ass. (19. 
*MEYERDING, Charles E., Univ. of Minnesota, 127 
Vincen: Hall, Minneapolis 14, Minn, (1950) 
MEYERS, Albert L., 6413 Oakridge Ave., Chevy Chase 


15, Md. (1930) 
MEYER S, Arthur C., Jr., 6337 Bancroft, St. Louis 9, 


Mo. (19. 

MEYERS, Ceci H., Univ. of PETITUM Duluth Br., 
Dept. of Econ, Duluth, Minn. (1949 

MEYERS, Frederic, Univ. of Texas, Dept. of Econ., 
Austin 12, Tex. (1943) 

MEYROWITZ, Alin, 141 S. Cliffwood Ave. Los 
Angeles, Calif. (194 

*MICHAEL, Water B., 110 W. 81st St., New York 24, 
N.Y. (1951) 


MICHALIK, Benjamin A., 193 Virginia Ave., Jersey 


City 5, N.J. (1947) 
E n S, ERE X, 3 Dorchester Rd., Scarsdale, 


MET re) Jean L., 129 N. Sheldon, Ames, - 


ewe a 
COLEAU. Henri L., Gen. Motors Corp, 1775 
Broadway, New A s, N.Y. (1935) 
MIDDEND ae Harry S. 75 State St, Boston 9, 
aga. 
MIDDLETON, John J. I., Econ. Soc. of South Africa, 
P.O. Box 929, Pretoria, S. Africa. (1946) 
MIELEE, Alton C., 3812 King's Way, Sacramento, 
Calif. (1951) 
NT Os H., 28 Cambridge Rd., Norwood, 
ass 
MIGHELL, Albert T., R.R, 1, Yorkville, IU, (1925) 
MIKESELL, Raymond F., 1563 Dairy Rd., Charlottes- 
ville, Va. (1935) 
MIKI, Robert T., Univ. of Hawaii, Dept. of Econ., 
Honoluiu 14, Hawaii. (1952) 
Moss e Stanley J., 65 Rooney St., Clifton, N.J. 
1933 
MILAM, Paul W., Univ. of Arkansas, Col. of Bus. 
Admin.. Fayetteville, Ark. (1940) 
M tee H. g eue 4418 Wateka Dr., Dallas 9, 
ex. 
Md AED, Mark, 42 Wall St., New York 5, N.Y. 
MILLER, A, Edward, Time, Inc., 9 Rockefeller Plaza, 
New York 20. N.Y. (1946) 
MILLER, Pao C., 2230 S St., N.W.,.Washington, 
MILLER, Agnes R. (Mrs. Francis F.), 5 Gracie Sq., 
New York 28, N.Y. (1948) 
MILLER, Arjay R., Ford Motor Co., 3000 Schaefer 
Rd., I'earbora, Mich. (1942) 
MILLER, Benjamin O., Virginia Poly. Inst., Blacks- 
burg, Va. (1938) 


MILLER, C. J., Univ. of Nebraska, Col. of Agrie., Lin 

coln 1, Neb. (1950) 
ER, Charles H., Jr., 104 Bobrich Dr., 

10, N.Y. (1951) 

MIER, Charles W., 537 Lowe St., Appleton, Wis 

MILLER, Donald C. Fed. Res. Bd., Div. of Res. 
Washington 25, D.C. (1948) 

eri Earl J., 405 Hilgard Ave., Los Angeles, Calif 


MILLER, Ervin, Univ. of vu cre Wharton Sch. 
Fin. peste Philadelphia 4, Pa. (1946 

*MILLER, George T., 3245 Altamont Ave., Clevelanc 
Heights ^18. Ohio. (1952) 

MILLER, Glenn W., Ohio oue Univ., Dept. of Econ. 
Columbus 10, 9, Ohio. (1936) 

MIL Harlan B., 1748 S. Pennsylvania, Denver 10 


Rocheste 


Golo, ae 2. 
MILLER : M rs.) Helen H., Box 1757, Charlottesville 
a. 
NC enry L., Jr., 6C Gibson Ter., Cambridg 


38, Mass. (1952) 

MILLER, Henry S., 14 Scott Dr., Huntington Station 
N.Y. (1936) 

MILLER, Herman P., 603 Galveston St., S.E., Wash 
ington 20, D.C. (1947) 

MILLER, John F., Nat. Plann. Asso., 1606 New Hamp 
shire Ave., N.W., Washington 9, D.C. (1943) 

LER, john L., oes) of Wisconsin, 206 Ext. Bldg. 

Madison 6, Wis. (193 

MCI John P., 78 Fernwood Rd., Hamden, Conn 

MILLER, John W., 264 Sheridan Rd., Winnetka, II! 


(1939) 

MILLER, 25 W., 6356 Garesche Ave., St. Louis 20 
o 

MILLER, Kenneth E., Armour & Co., Union Stocl 
Yards, "Chicago 9, Til. (1949) 

MILLER, Merton H., London Sch. of Econ., Roughto! 
St., Adlwych, London, W.C. 2, England. (194 5) 

MILLER, Neil J., 3306 S. 7th St; Milwaukee, Wis 


MILLER, pal L., 105 W. Mt. Ida Ave., Alexandria 


(19 

*MILLER, Reuben G., 401 E. Beckwith Ave., Missoula 
Mont. (1953) 

MILLER, Seymour M., Brooklyn Col., Dept. of Econ. 
Brooklyn 10, N.Y. (1945) 

MILLER, Sidney L., Univ. of Pittsburz zh, Sch. of But 
Admin., Pittsburgh 13, Pa. (1920) 

MILLER, Sieg L., yr. » Univ. of Pennsylvania 
Wharton Sch hiladelphia 4, Pa. (1945) 

*MILLER, Stanley, 2153 N. Mills, Madison, Wis. (1952 

M LER, Stanley I., L., 67 Riverside Dr., New York- 24 

133 

MILLER, Taulman A., Indiana Univ., Dept. of Econ. 

Bloomington. Ind. (1936) 
ER, (Mrs.) Virginia B., 160 W. 77th St., Apt. 4A 

New York 24, N.Y. (1947) 

MILLER, Wayne S., 4640 28th Rd., S., Apt. 4, Arling 
*on 6, Va. (1950) 

MILLER, William, Alfred A. Enopf, Inc., 501 Madiso: 
Ave., New York 24, N.Y. (19. 

MILLICAN, Richard 'D., Univ. “at Illinois, 405 Davi 
Kinley Hall, Urbana, ill, (1951 

MILLIGAN, Marshall’ E, Stanolind Oil & Gas Co. 
Tulsa, Oka. £55 2) 

MILLIKAN, Max F., 64 Highlend St,, Cambridge 38 

ME (1937) 


LIMAN, Jerome W., Florida State Univ., Dept 
of Econ., Tallahassee, Fla. (194. 
LS, AL. «a JI. Bd. of ES of ihe Fed. Res, System 
Washington 25, D C. (1942) 
CRAS Frederici C., Columbia Univ., New York 27 
MILLS, Jot À., 1115 Seward St., Evanston, IIl. (1941 
MILLS, Joseph C., 122 Justice 'Bldg., Ottawa, Ont. 
Canada. (1951) 
MILLS, Mark C., Indiana Univ., Dept. of Econ. 
„Bloomington, dnd, (1923 
eir a Paul A., 39 UN St, Brooklyn 17, N.Y 
195 
MILNE, Matilda L., 2700 Wisconsin Ave., N.W., Wash 


ington ?, D.C. (1947 
IL jacana Univ., Sch. of Bus. 


) 

OY, Robert R., 
Bloomington, Ind. (194 1) 

MILSTE vid N., Stanford Univ., Dept. of Econ. 
Stanford, rons (195 30) ~ 
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MEE Gladys, 154 Highland Ave., Westfield, 
ass 
"MERGER, Jacob, 100 Park Ter. W., New York 34, 


N.Y. Albe 
MINCIS, a ert S., 75 Martense St., Brooklyn 26, 


N.Y. wig? š 
MINKOFF, Jack, Western Reserve Univ., Dept. of 


Bank. and in., Cleveland 6, Ohio. (1952) 
wees) > Charles R, 569 Chipman, Lexington, Ky. 
MINTS, LLoyd W., a of Chicago, 1126 E. 59th St., 
Chicago 3 Tii. (1922 
MINTE acon Henry Hudson Pkwy., New York 
MINTZE S, Joseph, 42-1 N. Second Rd., Apt. 2, Arling- 


ton, Va. (1948, 
IRE, joseph, Federation Bldg., Madison 1, Wis. 


(1943 
MIRSKI, Michael S., Apt. 126-C, West Point, N.Y. 


(1945) 
ue ae 777 West End Ave., New York 25, 
MISEY, Leonard S., 1241 E. Burleigh St. Milwaukee 
12, Wis, (1951) 


MITCH SD F., P.D. Box 2358 Univ. Sta., Gaines- 
ville, Fla. (1926) 

MITCHE (Mrs.) Agnes W., 1020 19th St., N.W., 
Apt. 920, dee) Agus D.C. (1934) 

MITCHELL, Broadus, Rutgers Univ., New Brunswick, 


Nm C. Ch de, Ty oo of Nebraska, Col. of 
Md Lincoin, . eb. (1949 
MITCHELL, Geor e 306 Lullwater Rd., NE, 
Atlant, Ga. (193 
MIICHE George W. 4737 Woodland Aye., Western 


uh, (193 
MiECHELL rs, 2038 Pine St., New Orleans, La. 
NI NM Irving F., 453 Burg St., P.O.B. 402, 
AL ‘Ohio. 194: 43) 
HELL, J +» Westover Rd., Stamford, Conn, 


nU RM Kathryn M. (Mre. L. Clair), 114 Neulon 
Dr., Pittsburgh 15. Fa. . (195 1) 

MITC » Robert v. Univ. of Illinois, 313 David 
Kinley Hall, Urbana, IH. (1949) 

MITCHEL 500) Waldo E.. 1508 N. 7th St., Terre Haute; 


MTERA Walt 

, er, Jr., Willowmere, Riverside, Conn. 

MITCHELL, William N., 8159 S. Rhodes Ave., Chicago, 

MLADER, Ja EO Tan V., 1818 H St., N.W., Washington 6, 
À., P.O. Box 755, Teheran, Iran. (1949) 


MOAREFI A 
MOCK, Fred L., 730 Briscoe Dr., Jeffersonville, Ind. 


) 
niai, Mark, 117 Cakview Ave., Maplewood, N.J. 


t Ernest, 12 Howland St., Cambridge, Mass. 

1948 

MODIGLIANI, Franco. Carnegie Inst. of Tech., Sch. 
of Ind. Admin., Pitts»urgh 13, Pa. (1942) - i 

MODLIN. Carey P., Jr., Bur. of the Budget, Div. of 
Statis. Štand., Washington 25, D.C. (1947) 

CIT George M, University of Richmond, Va. 


mbk, A A sg) " , 4729 N. Washington Blvd., Arlington 

a 

MOEDE, di Herbert H., 7324 S. Oakley Ave., Chicago 
SERGIO Charles, Jr., 19 Haggers Lane, Fair Haven, 

MORLIER, Warren E., UE Inst. of Tech., Sch. of 
Ind. Mets Atlanta, Ga. (195 

MOELLER, Wayne E., Univ. e Nebraska, Dept. of 
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Harding Col. Lib. 


Bur. of Int. Rem., Univ. of 
California, 358 Library 


Pettibone, W. 


Pub. Lib., Shattuck at Kitt- 


Waters, L. R., Jr. Bldg. redge St 
Carbert, L. E. Quire, C. D 
Siloam Springs pl R; R Reck, D DR 
^» T4 arter, J. P. evzan, ; 
John Brown Univ, Lib, Cave, & e. Riggs, i s z 
oit, C. G. chmelzle, W. K. 
3 State College " Condlifie, J. B. Schutz, R. R. 
rkansas State Col. Lib. Crook, S. Sergeant, J. C. 
4 Cross, I. B. Smith, V. B. 
Swifton Crum, W. L. Spain, H. L. 
Brann, W. P. Daggett, S. Staubus, G. J. 
Dorfman, R. Steiner, P. O. 
CALIFORNIA Pon p Fa Stern, E T 
rucker, A. B, Swan, 
Albany Duggar, G. S. Taylor, P. S. 
Marshall, F. R. Duncan, D. J. - Thelen, M. 
Dunham, E H. Todd, B.j. .— : 
Alhambra Dydo, J. 8 Univ. of California, Gen. 
Alhambra Pub. Lib., 410 W. Ellis, S. Lib., Serials Dept. 
Main St. Ellsworth, H. M. Univ. of California, Gian- , 
Cole, G. J. Ellsworth, V. T. nini Found. Lib. 
Cook, Harry L., 1205 S. Erdmann, H. E. Vance, L. L. 
Ninth St. Familton, R. J. Venstrom, C. 
Heuston, M. C. Felix, D. vən Ciriacy-Wantrup, S. 
Russell, J. J., HI Fink, W. H. Voorhies, E 


Weber, X. R. Flagg, D. A. Wellman, H. R. 


California 


Wendt, P 
Zacharatos, A. 


Beverly Hills 
Beverly Hills Pub. Lib. 
DeVisser, B. A. 

Big Sar 
Brown, L. 

Burbenk 


Burbank Pub. Lib. 525 E. 
Olive Ace. 

F killips; E J” Jr. 

Wood, D 


RANON ; 
Tomaselli, R. 
William  Votker 

Fund, P.O.B. 113 

Carmel 

Studybaker, A. D. 


Chico 
Chico State Col. 


China Lake 


Felton, T. R. 
“Hammer, A. R. 


Chiac 
Merchant, E. O. 


Claremont 

Asso. Coleges at Claremont, 
m. L. Honnold Mem. 

Lib. 

Benson, G. C. S. 

Bond, F. A. 

Child, F. ©. 

Drake, E. F. 


Charities 


Lib. 


~ Kirk, W. 


€ 


Lamb, W. R. 
Magnusson, L. 
Perry, L. B. 
Phelps, O. W. 
Rostvold, G. N. 
Smith, W. B. 
Taylor, W. B. 
Wells, C. C. 
Wubben, 'W. D. 


. Compton 

Complon Junior Col. Lib., 601 
S. Acacia Si. 

Kasdon, N. S. 


Covina 
California Baptist Theol. Sem. 
Lib., Se-ninary Knolls 


Culver City 


Greenwood, H. P. 
Stewart, G. H. 


Geographical List 
Daly City 


Colthurst, Robert J., 93 Muir- 


wood Dr. 


Davis 
Brekke, A 
Foytik, 
Potter, 
Sitton, G. R. 
Univ. of California, Br. of 
I Col. of Agric., Univ. Farm 


El Cerrito 
Kahn, L. B. 


. Kerr, C. 


Maevers, M. 


El Monte i 
Tipton, G. B. 


Encino 
Koontz, H. D. 


Fresno 


Fresno County Free Lib., 1330 
Broadway 

Fresno ‘State Col, Lib. 

Graham, H.D 


Fullerton 


Fullerton ae Col., 
Junior Col. L 

Fullerton. Pub. Ds. 301 N. 
Pomona Ave. 


Glendale 
Glendale Col. Lib., 1500 N. 
Verdugo Rd. 
Glendale Pub. Lib. 319 E. 
Harvard St. 
Meacham, C. H. 
Wellman, C. A., Jr. 


Granada Hills 
Stimson, C. W. 


c/o 


Hemet 


Miller, Wilbur, 608 E. Cal- 
houn 


Hollywood 
Wein, H. H. 


Kentfield 
Harter, L, G., Jr. 


La Canada 


Downey, Sheridan, 1331 Green 
Lane 


Laguna Beach 
Beckwith, B. P. 
Zitnik, L. J. 


- Long Beach City Col., 
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La Jolla 
Shelton, H. W. 


Leucadia 
Bauman, Harold E., P.O.B. 
208 


Long Beach 

Fernandez, J. J. 

Krogfoss, R. B. 

Long Beach City Col., Bus. 
and Tech. Dis. Lib., 1305 
E. Pacific Cocst Hwy. 

Lib., 
4901 E. Carson St. 

Long Beach Pub. Lib., Ocean 

and Pacific 


Long Beach Stote Col. Lib., 
5401 E. Anaheim St. 


Los Altos 
Keith, G. R. 


Los Angeles 


Alchian, A. 

Allen, W. R. 

Anderson, W. H. 

Aoki, T. 

Ashley, J. W. 

Bernstein, I. 

Bishop, W. L. 

Bradley, H. R. 

Brodine, J. E. 

Brown, W.F. 

Cantrell, L. L. 

Capron, W. N. 

Case, F. E. 

Cassady, R., Jr. 

Clawson, C. J 

Clendenin, J. C. 

Coast Fed. Sav. and Loan 
Assoc, 855 S. Hil St., 
Metro. Sta. Box 5150 

Coons, A. G. 

Dance, M. E. 

Davies, D. G. 

de Rycke, L. 

Dice, M. E. 

Dickerson, R. E. 

Dodd, P. A. 

Eggertsen, P. 

Ehrenreich, J. W. 

Enke, S. 

Fabian, T. 

Finston, H. V. 

Garis, R. L. 

Garrett, W. R. 

George VP Col. Lib., 
1121 W. 791h St. 

Gillies, J. M 

Gorter, W. 

Graham, R, C. 

Guild, L. R.. 

Haener, A. 

Heymann, H., Jr. 

Hildebrand, G. H. 
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Hoehn, M. W. 

Hoffman, F. S, 

Homan, P. T. 

Immaculate Heart Col. Lib., 
2070 Live Oak Dr., East 

Jacoby, N. H. 

Kershaw, J. A. 

Kircher, P. 

Knudson, E. V. 

Kottke, F. E. 

Lishan, J. M. 

Lockley, L. C. 

Library and Textbook Section 
High, 208 Curviculum Of- 
fices, 1205 W. Pico Blvd. 

Los Angeles City Col. Lib., 
855 N. Vermont Ave. 

Los Angeles. County Pub. Lib., 
ae Lib., 322 S. Broad- 


Los ingeles Pub, Lib., 630 
W. Fifth St. 

Los Angeles State Col. Lib., 
855 N. Vermont Ave. 

Loyola Univ. Students’ Lib., 
7101 W. an S. 

Mandel, A. A 

Mangold, e, B. 

McCarthy, P Js 

McClung, R. L. 

McGee, J. S. 

McIntosh, W. J. 

McKean, R. N. 

McKee, Donald H., 538 S. 
Flower St. 

McNaughton, W. L. 

McNulty, J 

Meyrowitz, A. 

Miller, E. J. 

Mount St. Marys Col, Lib., 
12001 Chalon Kd. 

Neff, P. 

Neuner, E. J., Jr. 

Nicols, A 

Norby, J. C. 

Norris, F. 

Norton, F. E. 

O’Connor, M. 

Occidental Col. Liò. 

Oliver, R. W. 

Palmer, D. L. 

Pegrum, D. F. 

Perrone, P. D. 

Phelps, C. W. 

Phillips, E. B. 

Polyzoides, A. T, 

Powell, J. R. 

Rossetti, V. H. 

Rubin, S. 

Scoles, D. 

Shirley, D. 

Simpson, F. R. O. 

Smith, R. T. 

Spangler, R. 

Stern, L. H. 

Stockfiseh, J. A. 


Stockwell, M. M. 

Summers, G 

Tandrow, W. S. 

Tannenbaum, R. 

Thompson, W. B. 

Thorson, I. A. 7 

Tracy, M. A. 

Trbevich, A. 

Trefftzs, K. L. 

Univ. of Cahfornic, Bur. of 
Gov. Res., 405 Hilgard Ave. 

Univ. of Californic, Inst. of 
Ind. Rela. 405 Hilgard 
Ave, 

Univ. of California at Los 
Angeles, Lib., 405 Hilgard 
Ave, 

Uv. of Southern California, 
Univ. Park 

Vandermeulen, A. T. 

Vandermeulen, D. C. 

Wait, W. B 

Warren, E. L. 

Weifenbach, A. 

Weil, L. 

Weston, J. F. 

Whitlo, C. M. . 

Williams, R. M. 

Wohklstetter, Albert, 
Woodstock ^n 

Ziskind, D 


Los Gatos 
Lassen, A. P. 
Leahy, D. T. 

Marysville 
Yuba Col. Lib. 


Menlo Park 

Duncan, C. S. 
Jones, E. 
Wise, H. F. 

Wu, Y. 

Mills College 
Hoover, G. E. 
Margaret Carnegie Lib. 

Montebello 
Sundsboe, C. H. 


Monterey 
Chang, J. F. H. 
U. S. Naval Sch., Tech. Lib., 
General Line 


2805 


Mountain View 


Buma, H. L. 
Lorenz, M. O. 


North Hollywood 
Chrysler, R. L. 
Harvard Sch. Lib. 

Coldwater Cenyor Rd. 
Marsh, R. C. 
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California 


Oakland 

Col. of the Holy Names Lib., 

2036 Webster St. 2 
Hall, R. A. 
Haun, G. C. 
Kraemer, E. O. 
Lew, James A., 1119 Grove St. 
Mears, L. A. ] 
Morrissett, I. A. 
Oakland Pub. Lib, 125 14th 


St. 
Trone, C. J., Jr. 


Pacific Palisades 
Hitch, C. J. 
Hotchkiss, W. E. 
Nothman, R. 


- Palo Alto 

Abramovitz, M. 

Bredo, W. 

Evans, F. 

Fagan, E. D. 

Gibson, W. B. 

Lax, E. 

Marshall, S. M. 

Palo Alto Pub. Lib., Bryant 
ond Hamilton Ave. 

Perry, R. H. - 


- Sheinbaum, S. K. 


Staley, A. E. 
Tomasevich, J. 
Zellner, N. 


Palos Verdes Estates 
Linder, R. L. 


Pasadena 

Brockie, M. D. 

California Inst. of Tech. Lib., 
Humanity Library 

Davies, M. G. E 

Ford Found., 914 E. Green St. 

Gaffey, J. D. 

Galpert, E. F. 

Gilbert, H. N. 

Howard, M. C. 

Matlock, Wallace H. 

Matlock, William H. 

Pasadena City Col. Lib., 1507 
E. Colorado Si. 

Pasadena Public Lib., 285 E. 
Walnut St. 

Paschal, E. 

Pearson, D.C. 

Sweezy, A. R. 


Pescadero 
Atkins, D. ` 


Pomona 
Mi. San Antonio Col. Lib., 
P.O. Box 801 
Pomona Pub. Lib. 


Califorria 


Redlands  . 
A. K. Smiley Pub. Lib. 


* Cady 


, G. . 

Univ. of Redlands Lib. 
Reseda 

Beranek, W. 


Rialto 


Shimizu, James R., Route 1, 
Box 157-3 


Richmond 
Hansen. H. G. 
Ponteccrvo, G. ? 


- Riverside 
Reynolds, R. R. 
Riversice Cet, 

Terrccina Dr. 
Watkins, G. S, 


Saczamento 


Bauer, R. W. 

California State -Lib., Library 
Couri TUR 

Foley, M. T. 

Hickmaa, W. H. 

Huck, F.. G. 


Lib., 3608 


` Mielke, A. C. 


Post, A. A. 

Sacramento City Lib., Main 
Lib., Bus. and Municipal 
Depi.. 9th and 1 Sts. 

Sacramento Junior Col., 3835 
Freebort Blid. 

Sacramento State Col. Lib. 
America River at H St. 

Strantz. M. K. 

Sturm, N. D. 

W elch. R. B. 


St. Mary's 
St. Mery's Col. Lio. 


Salinas 


Harinz:l | Col. 
stead Ave. 


Lb., Home- 


Samoa 
Hill, R. A. 


San Bernardino 
Jacobsen, A. D. 
San Bernardino Valley Col. 
Tab., 701 S. Mount Vernon 
VE 0c 


San Bruno. 
Lantcs, T. P, 


Sen Diego 
Cameron, K. E. 
Chadwick, L. E. 
Lamden, C. W. 
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McClintic, J. O. 

Ryan, F. L 

San Diego Pub. Lib, P.O. 
Box 2088 

San Diego State Col. Lib. 

Schier, R. J. 


* Smith, P. E. 


Whiffen, F.T.  ° 


San Francisco 

Anderson, D. W. ' 

Bing, R. A. 

Bowman, D. O. - 

Bowman, J. C 

Breier, F. A. 

Bues, K. J.° 

Christensen, K. C. 

City Col. of San Fran&sco 
Lib., Ocean and Phelan 
Aves. 


‘de Tarnowsky, I. 


Dockson, R. R. 

Donley, W. G. 

Dunn, D. 

Hn J. 

Einzig, R. 

Tayl Philip R., 36 
Fortuna Ave. 

Gish, R. B. 

Grady, H. F. 

Hansen, A. J. 

Hatton, C. S. 

Heim, P. 

Hernried, | R.F.C. 

enkins, A. C. 

Kelly, E. J. 

u^ Walker, 1500 Belfour 


ine B. F., Jr. 

Marks, M 

Mechanics M ercantile 
57 Post St. 


Lib, 


. Moiseeff, M. 


Muirragui, A. 

Mulcahy, R. E. 

Pacific Tel. and Tel. 
ig 140 New Montgomery 


te 

Rebele, R. H. 

Robin, W. C. 

Rogers, B. L. 

San Francisco Pub.. Lib., 
Civic Center 

San Francisco State Col. Lib. 

Seymour, C. W., Jr. 

Shurtleff, H. L. 

Smith, W. H., Jr. 

Stevens, W. M. 

Sypin, L. D. 

Takahashi, S. 

Uhr, C. G. 

U. S. Dept. of Agric. Lib., 
San Francisco Br., 630 
Sansome Si. 

Univ. of San Francisco Lib. 

Uri, G 


Co.,. 


` 


8€ 


Western Fed. of Butchers oj 
Oy 1095 Market St. 
Rm. 618 

Wheeler, O. P. 

Zarchin, M.M. 


Sanger 
Atkisson, J. 


San Jose 
Poytress, W. H. 
San Jose Pub. Lib., Markei 
and San Fernando Sts. 


- San Jose State Col. Lib. 


Saunders, W. J. 


San Leandro 
Barradas, M. G., 346 Callan 


ve. 
Speth, C. W. 


San Luis Obispo 
do d State Poly. Inst. 


San Marino 


King, A. F. 
Young, A. N. 


San Matea 


San Mateo Junior Col. Lib. 
Coyote Point Campus 
Shorter, F. C 


San Rafaei 
Dominican Col. Lib., Gusma: 
Hall - 


Santa Ana 
Sania Ana Col Lib., 1531 
West 17th St. 
Santa Ana Pub. Lib., Fiftl 
and Sycamore Sts. 


Santa Barbara 
Andron, M. 
Halterman, J. F. 
Kennedy, W. F. 
Kingsbury, L. M. 
Myrick, D. 
Plous, H. J. 
Santa Barbara Cel. 
Santa Barbara Pub. Lab. 
P.O. Box 1619 


` Stovel, J. A 


Westmoni Col., 55 La Paz Rd 


Santa Clara 
Collins, J. E. 
Flumiani, C. M. 
McMahon, R. E. 
Unis. of Santa Clara, Vars 
Lib. * 


ib. " - 
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Santa Cruz 


Santa Cruz Pub. Lib., Main 
Lib., 224 Church St. 


Santa Monica 
Carver, T. N. 
Gross, T. G. 
Hawkes, G. R. 
Hirshleifer, J. 
Hogg, M. W. 
Kaplan, N. 
Hoffenberg, M. 
Novick, D. 
Novick, M. B. 
Ockerlander, J. N. 
d ue Corp. 1700 Main 
1. 
Santa Monica Pub. Lib. 
Weil, F. J. 


Sausalito 
Maclvor, R. E. 


Sepulveda 
Adrean, T. H. 


Sherman Oaks 


Fason, Fred L, 
Dickens Ave, 


Sierra Madre 
Gale, H. R. 


South Pasadera . 


Bullock, P., Jr. 
Gillespie, J. R. 


Standard 
Buzzo, J. 


Stanford 


Allen, J. K. 
Baran, P. A. 
Bennett, M. K. 
Brandt, K. 
Brown, B. 
Chenery, H. B. 
Davis, J. S. 
Dougall, H. E. 
Farnsworth, H. C. 
Germane, G. E. 
Germane, J. R. 
Haley, B. F. 
Hamburger, W. 
Houston, N. T. 
Jackson, J. H. 
Jones, W. O. 
Keitel, Robert F., 711 Sal- 
valierra 
Kreps, T. J. 
Margolis, J. 
Bilstein, D. N. 
Nielsen, O. 
Reiter, S. 
Rosenblugh, G. 
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Scitovsky, T. 

Shaw, E. S. 

Smith, H. W. 

Spurr, W. A. 

Stanford Univ. Lib. 

Stanford Univ., Sch. of Law, 
Law Lib. 

Swerling, B. 

Tershis, L. 

Timoshenko, V. P. 

Troxell, J. P. 

Wickizer, V. D. è 

Wittgenstein, H. C. 

Working, H. 


Stockton 
Col. of the Pacific Lib. 
Hunt, R. D. 
Ncrman, C. B. 
Sicckion Col., 


Alpine and 
Kensington 


Sunol 
West, C. H. 


Upland 


Upland Col. Lib, 792 W. 
Arrow Hwy. 


Van Nuys 

Hil, G. B. 

Kirsch, A. J. 

Leon, H. R. 

Levin, G. 

Los Angeles Valley Junior 
Col. Lib. 1316: Burbank 
Elo. 

Luther, R. F. 


Venice 
Asher, H. 


- Fisker, G. H. 


Prasow, P. 


Ventura 


Ventura County Free Lib., 
Box 771 


Walnut Creek 


Cameron, K., Jr. 
Hendriksen, E. S. 
Shaw, W. L. 


West Los Angeles 
Kahane, B. B. 
Whittier 
Kasun, J. R. 
Palmer, P. F. 


Whittier Cot, Lib. 
Whittier Pub. Lib. 


Woodside 
Grove, D. L. 


Calif.-Colo. 


COLORADO 


Alamosa 
Adams State Col. Lib. 


Arvada 
* Rotar, P. A. 


E Boulder 
Crockett, E. C. 
Dugan, J. E. 
Garnsey, M. E. 
Malick, C. P. 
McGuire, C. W. 
Niehaus, F. R. 
Schmidt, M. F. 
Tool, M. R. 
Univ. of Colorado Lib. 
Zubrow, R. A. 


Colorado Springs 
Burke, J. W. 
Colorado Col., Coburn Lib. 
Curran, K. J. 
Leavens, D. H. 
Werner, R. 


Denver 

Allen, E. J. e 

Arehart, J. D. 

Brodie, J. J. . 

Carmichael, F. L. 

Colorado State Lib., 320 State 
Library 

Denver Pub. Lib. Serials 
Librarian 

Evans, L. S. 

Fackt, Elizabeth, Univ. of 
Denver, Soc. Sci. Found. 

Halaas, E. T. 

Hewes, L. I., Jr. 

Hollowell, W. M. 

Hover, C. S. 

Johnson, B. L. 

Jones, F. R. 

Maddox, J. R. 

McFayden, R. 

Miller, H. B. 

Mosconi, D. L. 

Olsen, A. B. 

Plank, E. H. 

Seligson, H. 

Talbot, H. 

Theodorides, A. 

Thome, W. J. 

Univ. of Denver Lib., Serials 


Div. 
Wintergalen, E. 


Fort Collins 
Burdick, R. T. 
Colorado A. and M. Col. Lib. 
Dolnick, I. C. 
Donaldson, D. N. 


Calczconn! 


Glenwood Springs ' 
Pretti, F.. C. 
Gclden 
Coloradc Sch. of Mines Lib. 
Greeley 
Colorace State Col. of Educa, 
Lib. 


Quamraen, F. R. 
Turner, G. C. 
Gunnison 
Erion, G. L. 
Western State Col. of Colorado 
Lib. 
Loagmont 
Butt, W. E. 
Pueblo 
Pueblo Junior Col. Lib. 


CONNECTICUT 
Ansonia 
Shestnke, Ivan, 72 Liberty St. 


Bridgeport 


Apel, H. 


Bloch, H. D. 

Bridgeport Pub. Lib. 925 
Broad St. 

Forman, F. 

Gardner, A. J. 

Gould, E. N. 

Kraessel, A, 

Trinkiey, R. W. 

Univ. of Bridgeport Lib., 400 
Park Place 

Yakel, R., Jr. 


Danbury 


Danbury Slate Teachers Col, 
Li» 


i5. 
Faubel, A. L. 


East Haven 
Link, R. G. 


East Norwalk 
Adams, E. S. 


Fairfield 
Fairfield Univ, Lib. 
Ryan, G. G. 


Georgetown 


Chass, S. 


Green Farms 
Zav3ico, B. B. 

Greenwich 
Freeman, H. C. 
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Guilford 
Fairchild, F. R. 


Hamden 
Barnes, I. R. 
Hastings, H. B. 
Miller, J. P. 
Tator, S. W. 


Hartford 

Case Memorial Lib., 55 Eliza- 
beth St. 

Central Lib., 624 Main St. 

Connecticut State Lib. 

Freedman, E. C. 

Hartford-Connecticut Trust 
Co., Att. Herbert W. Boot, 
Trust Dept. i 

Hillyer Col., P.O. Box 1948 

Marcuse, W. 

Seligman, B. 

Studley, J. D. 

Travelers Ins. Co. Lib., 700 
Main St. 

Trinity Col. Lib. 

Univ. of Connecticut, Hart- 

ae Br. Lib., 170 Broad St. 
niv. of Connecticut, Sch. of 


Soc. Work, 1380 Asylum: 


Ave. 


Lime Rock 
Kuegelgen, W. v. 


Madison 
Healy, K. T. 


Manchester 
Tedford, J. R. 


Middletown 


Brown, G. T. 

Brown, Robert T., Box 3 Wes- 
leyan Sta. 

Dietz, A. 

Fisher, C. O. 

Fitch, L. C. 

Gallagher, J. O. 

Hallowell, B. C. 

Kinnard, W. M., Jr. 

Rogers, David C., 26 Pine St., 
Bretton Ridge 

Stein, J. L. 

Wesleyan Univ. Lib. 

Williamson, K. M. 


Milford 
Off, C. 


: Naugatuck 
Shapiro, M. 


New Britain 
New Britain Inst. 
Teachers Col. of Connecticut, 
1615 Stanley Ct. 


New Canaan 
Hard, William, 80 Ricamom 
Hill : 


New Haven 


Albertus Magnus Col, Lib. 
Prospect St. 
Bakke, E. W. 
Bartz, M. S. 
Bialecki, H. 
Brown, R. S., Jr. 
Buck, N. S. 
Budd, E. C. 
Fellner, W. J. 
Francis, B. H. 
Free Pub. Lib. 
Furniss, E. S. 
Galpin, H. L. 
Grossman, M. C. 
Hall, C. A., Jr. 
Herenchak, W. 


Meeker, R. 
Muller, C. F. 
Okun, A. M. 
Powell, R. P. 
Reynolds, L. G. 
Rostow, E. V. 
Ruggles, N. 


Ryu, Poul K.„ clo M 
Nicholson, 16 Stevens St. 

Sirkin, G. 

Sirkin, N. R. 

Sosnovy, T. 

Summers, R. 

Tennant, R. B. 

Tobin, J. 

Triffin, R. 

Wallich, H. C. 

Ward, Howsrd H., Wi 
chester Repeating Arms Cc 
Div. of Olin Indus., Inc. 

Westerfield, R. B. 

Will, R. E. 

Yale Law Lib. 

Yale Univ., Applicd Eco; 
Lib., 303 Strathcona Hall 

Yale Univ. Lib., Econ. Sem 
nar, Room 316 


New London 


Connecticut. Col. Lib. 

Ely, M. H 

Finney, K. f 

Gruning, C. H. 

Morris, R. T. 

Neumann, B. R. 

U. S. Coast Guard % sad., Lii 
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Noroton Heights 
Hart, O. H. 


Northford 
Rhomberg, R. R. 


North Haven 


Chamberlain, M. 
Chamberlain, N. W. 
Lindblom, C., E. 


North Stamford 
Gostomski, A. 


North Stonington 
Dirlam, J. B. 


Norwich 
Hall, F. P. - 


Old Greenwich 
Coombs, P. H. 


Redding 
Schramm, J. C. 

Ridgefield 
Roper, E. 

Riverside 


Lewis, R. M. 
Mitchell, W., Jr. 


Rockfall 
Kapp, K. W. 


Short Beach 
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Weinberg, N. 
Weiss, F. J. 
Weiss, L. 
Weisz, M. 
Welch, E. H. 
Welk, W. G. 
Welsh, E. C. 
Welshans, M. 
Wermel, M. T. 
Whelan, C. J. 


W ilcox, W. W. 

Williams, E. T. 

Williams, F.M. 

Williams, R. S. 

Williamson, W. R. 

Wilmeth, J. B. 

Wilson Teachers Col. Lib., 
Eleventh and Harvard Sts., 
N.W. 

Wimsatt, G. B. 

Winston, C. 

Wolf, F. B. 

Wood, H. 

Wood, R. 

Wood, R. C. 

Woodley, W. x R. 

Woytinsky, E 

Wo ytinsky, Ww. S. 


Wiles YS + 


Bur. of ' 


D.C.-Ga. 


Wuori, F. A. 

Wycza_kowski, M. R. : 
Wythe. G. 

Young R. A. 

Youngman, A. P. 

Yu, Kar Hwa, Int. Mone. 


tary Fund, 1818 H St? 


NF. 
Zafirio y R. 
Zaglits, Ot 
Zapoleor, L. B. 
Zapolear, M. W. 
Zasseanhzus, H. K. 
Zuckermen, I. 


FLORIDA 
A*03 Park 
Donaldson, J. 


Babson Park 
Hogenson, P. T. ` 


Cozal Gables 
Axelson, I. 
Carnez, J. Ja Jr. 
Fetzer, J. C. 
Heusoa, W: G. 
Holéswcrth, J. T. 
Noetzel, G. "A. J. 
Univ. of Miom Taba, Serials 
Det., Univ. B 


De Land 
Ericson, R. F. 
Furlocg, E. C. 
John B. ‘Stetson Univ., Samp- 
son Lzb. 
Spurrer, L. 
Delray Beach 
Cist, F. 


F+. Lauderdale 
Reagen, E. P. 


Geinesville 
Anderson, J. D. 
Baquere, J. A. 
Biodet> E H. 


Fristce; C. W. 
Hamiltona, H. G. 
H.G. 


McFerrin, J.B 
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McPherson, W. K. 
Mercer, N. A. 
Mitch, G. F. 
Noble, C. V. 
Osterbind, C. C. 

E eaaet W. 
Pierce, J. E 

Qualle, Ld 
Richardson, J. G. 7 
Ring, A. A. 
Roberts, M. J. 


"Shields, M. W. 


Smith, C. N. 

Travis, R. W. 

Tuttle, F. W. 

Univ. ‘of Florida, Gen. Ext. 
Div., 707 Seagle Bldg. a 

Univ. of Florida Lib. 


Homestead 
Snyder, R. M. 


Jacksonville 


Hauber, J. A. 
Jacksonville Pub. Lib., 101 E. 
Adams St. 


Lake Butler 
West, S. D., Jr. 


Lakeland 


Florida Southern Col, E. T. 
Roux Lid. 


Lake Park 
Palm Beach Junior Col. Lib. 


Longwood 
Riker, Susannah, Box 187 


Melrose 
Webb, J. N. 
Miami 
Anthone, S. V. 
Barry Col. Lib., 11300 N.E. 
Second Ave. 
Miami Pub. Lib., 1 Biscayne 
Blvd. 
Westerlund, B. A. 
Wolff, R. P. 


Miami Beach 


Miami Beach Pub. Lib. 
Rothstein, A. H. 


Orlando 
Webster, J. E. 


Pensacola 
Pensacola Junior Col. Lib. 
NAS Station Lib. 

St. Petersburg 


Pub. Lib. 
Waters, W. R 


Starke : 
Carratt, C. A. 


Tallahassee 


Allen, C. L. 

Buchanan, J. M. 

Campbell, C. A 

Colberg, M. R. 

Cunkle, A. L. 

Dillingham, W. P. 

Florida A. and. M. Col. Lib. 

Florida State Univ. Lio. E 
Campus 

Legis. Ref. Bur. Stete o 
Florida 

Mattice, R. 

Meek, G. P. 

Millimán, J. W. 

Morse, R. L. 


Tampa 
Geeting, R. E. 
Univ. of Tampa Lib. 


Valparaiso 
Sepmeier, K. A. 


West Palm Beach 


Lock, J. W., c/o W. R. Ross 
336 Laurie Rd. 


Winter Park 
Galloway, L. 
Hanchett, P. E. 
Masek, J. 
Melcher, W. 
Rollins Cot. Lib. 
Wooster, H. A. 


GEORGIA 


Athens 


Entenberg, R. D. 

Gates, J. E. 

Lemly, J. H. 

Lorenz, R. A. 

Sebba, G. 

Sutton, G. W. 

Univ. of Georgia Gen. Lib. 
Worrell, A. C. 


Atlanta 


Arant, R. 

Atlanta Univ. Lib. 

Blount, C. G., P.O. Box 209 

Bowers, R 

Brazeal, B. R. 

Brewster, M.R 

Buckingham, W. S., Jr. 

Calvert, H. W. 

Dallas, S. F. 

Dugger, L. M. 

Fed. Res. Bank, Res. Lib. 

Friscia, A. B. 

Georgia Inst. of Tech. Lib 
. 225 North Ave, N.W. 
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oe a L. Mount Berry ILLINOIS 

Knight, W.R. Berry Sch. Mem. Lib. Algonquin 

Mc E = Oglethorpe Powell, H. R. 

Moeller à 

Public Library Coulborn, W. A. L. Alton 

Skala, H. M. Rome pase Br 

Smith, L. E ; inksta 

Sweeney, J.W. Shorler.Col. Lib. Sene G ‘Col. Lib., 2809 Col. 
Univ. of Georgio Lib, At- Savannah lege Ave 


lanta Div., 24 fay St., | S.E. 
Walter, T. 
Augusta 
Bailie, Margaret, 425 Broad 
St. 


Brookhaven 

Allen, O. B. 

Taylor, C. T. 
Collegeboro 

Georgia Teachers Col. Lib. 


Columbus 
di Mem. Lio, Bradley 
r. 


Dahlonega 
North Georgia Col. Lib. 


Decatur 


Agnes Scott Col. Lib, 
Swanson, E. W. 


Emory University 

Emory Univ. 
Lamar Sch. of Lew 

Emy Univ., Sch. of Bus. 


Griffin, A. 

May, D. J. 
Siefkin, G. 
Tabaka, V. P. 
Whitman, W. T. 


Experiment 
Harper, W. W. 
Harris, J. T. 

Fort McPherson 
Garber, J. M. 


Fort Valley 
Fort Valley State Col., 
negie Lib, 
Macon 
Anthony, A. B. 
Heck, V. C: 
Mercet Univ, Lib. 
Wesleyan Col., Cardler Mem. 
» Lib. 
Milledgeville 
Georgia State Col. 7. 
Lib. 


Car- 


or Women 


Law Lib., 


Savannah State Col. Lib. . 


Stone Mountain 
Bell, E. L. 


Valdosta 
Spear, J. E. 
HAWAN 
Honolulu 


Betts, J. W. 
Eberly, C. H. 


-Hitch, T. K. 


Hoeber, R. C. 

Kamins, R. M. 

Kirkpatrick, A. L. 

Kirkpatrick, N. B. 

Lib. of Hawaii, Periodical 
ie King and Punchbowl 


Monk, S. M. 
Miki, 'R. T. 
Pendleton, E. C. 
Roberts, H. S. 
Univ. of Hawaii Lib. 
Walker, C. 

Pearl Harbor 
Digan, J. M. 


IDAHO 
Boise 
Boise Pub. Lib. 


Caldwell 


Bollinger, W. L. M. 
Brock, L. V. 
us a Idaho, Strahorn Mem. 


een 
Fletcher, M. E. 


DA: “of Idaho Lib. 


Pocatello 
Holbik, K. 
Idahc State Col. Lib. 
Stevenson, R. C. 


Ancona 
Clark, E. S. 


Aurora 
Aurora Pub. Lib., 1 Benton 
Trumbo, M 


Belleville 


Sanders, Robert E., 12 
Church St. 


Bellwood 


18 N, 


Lerner, E. 


Bloomington 
Beadles, W. T. 
Kauder, E. 
Kennick, W. J. 


Calumet City 
Trebellas, J. P. 


Carbondale 
Edelman, M. T. 
Hand, G. H. 
Maverick, L. A. 
Morrison, V. G. 
Pitkin, W. A. 
Rehn, H. J. 
Southern Illinois Unin, Gen. 

Lib. 
: Carlinville 
Blackburn Col. Lib. 
Plotnik, M. J 


Carpentersville 
Shields, H. G. 


Carthage 
Carthage Col. 


Centralia 
Hall, W. S. 


Champaign 
Allen, H. K. 
Azhar, B. A. 
Bassie, V. L. : 
Birdzell, R. A. 
Bryan, L. A. 
Chang, K.-S. L. 
Crouse, H. L. 
Derber, M 


AX. 


* Boyd, C 


Illinois 


Ferber, M. A. 

Ferber, R. 

Green, F. M. 

Hooks, T. M. 

Hudsor, H. D. 

Inst. of Labor and Ind. Rela. 
Unit. of Illinois, 704 S 
Sixth St. 

Kemmerer, D. L. 

Ladd, G. W. 

McPherson, W.H. 

Newman, M. 

Polner, W. 

Robertson, R. A. 

Shaffer, J. N. 

Thompsen, C. M. 

Westor., J. L. 


Cherleston 


Lib. of Eastern Illinois State 
Teachers Col. 


Chicago 


‘Abbott, =. 


Adolison, G. A. 
Ahmedzei, F. M. 
Alberts, W. W 
Allen, H. H. 
Amme-pohl, H. J. 
Andrews, V. L., Jr. 

Arant, pe . D. 

Arthur, H. B. 

Ayazi, À. R. 

Banzhai. R. A. 

Beretvas, A. 

Bethke, W. 

Blackburn, B 

Blaine, E. 

Blake, H. M. 

Blumterg, L. J. 

Boatwrizht, J. W. 

Bodiish, | M. 

Boehmler, E. W. 

Bowman, W. S., Jr. 

Bowler, J F. 

. Á., Jr. Procedure 
Bice, Marshall Field & 
Ca., 1l N. State St. 

Briefs. H. W. 

Brown, F. E 

Brown, G. H. 

Brussell, E. R. 

Buckley, L. F. 

Burns, R. K. 

Burgess, K. F. 

Bursler, N. 

Butlez, H., Jr. 

Byers, N.F. 

Cagan, P. D. 

Cahn, B. J. 

Cardwell, R. L. 

Chapelle, C. C. 

Chave, G. C. 

Chicago City Junior Col. Lib., 
oe Br., 6800 Stewart 

ve. 
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Chicago City Junior Col. Lib., 
Wright Br., 3400 N. Austin 
Blid. 

Chicago Pub. Lib., Periodical 
Rm., 78 E. Washington St. 

Chicago Tribune Lib., 24th 
Floor, Tribune Ti ower 

Cloos, G. W. 

Cohen, J. 

Commerce Clearing House, 
Inc., 214 N. Michigan Ave. 

"Commonwealth Edison Co., 
Res. Lib., Rates and Econ, 
ess Dept., 72 W. Adams 

7. 


Coutsoumaris, G. P. 

Cowles, A. 

Cox, G. V, 

Dailey, D. M. 

Dauer, E. A. 

Davis, P. 

Deaver, J. V. 

De Cicco, E. M. 

De Ford, H. J. 

De Paul Univ. Lib., 2235 N. 
Sheffield Ave. 

De Paul Univ. Lib., 64 E. 


Diab, M. À. 

Dickinson, F.G. 

Director, A. 

Dole Valve Co. Att. Bill 
Egon, Res. Devel. Dept., 
1923 W. Carroll Ave. 

Douglas, J. H., Jr. 

Emrich, George L., Jr., 111 


W. Washington St. 

Escoube, William, 5453 Ever- 
ett Ave. 

Estrem, T. S. 

Eulenberg, A 

Falick, A. J. 

Fand, D. 

Farm Found., 600 S. Michi- 
gan Ave. 

Farnham, W. 

Farrell, J. E. 

Faucett, P. M., Jr. 

Faulhaber, R.W. > 

Fed. Res. Bank Lib. P.O. 
Box 834 

Feigon, G. J. 

Fentress, C. 

First Nat. Bank of Chicago 
Lib., Box A 

Fitzgerald, W. L. 

Frazer, G. E. 

Fredrickson, J. W. 

Friedman, M 

Frizol, S, M. 

Frojen, T. H. 

Fuller, D. R. 
ss, D. L. 


German, J. J. 


s 


Gillam, C. W. 
Gislason, C. 
Glaves, C. R. 
Glick, M. L. 
Glidden, R. T. 
Goldner, F. H. 
Goldstine, A. D. 
Golightly, T. H. 
Gomberg, M 
Gordon, B. 

Gott, P. P. 
Gottlieb, J. R. 
Goulding, W. M. 
Grampp, W. D. 
Gregoria, Sister M. 
Griest, C. J. 
Griffenhagen, E. O. 
Grodski, G. V. 
Gronouski, J. A., Jr. 
Gustafson, R. L. 
Hackman, J. 
Hadorn, E. T. 
Halasi, A. B. 
Hamann, L. T. 
Hamann, W. C. 
Hamilton, E. J. 
Harbison, F. H. 


Herlihy, H. 

Herzl Junior Col. Lib., Fi 
Douglas Bhd. 

Heusner, W. W. 

Frederick H. Hild Regio 
Lib., 4536 Lincoln Ave. 

Hildebrand, J. R 

Hildreth, C. G. 

Hillabold, A. B., Jr. 

Hilton, G. W. 

Himmelblau, D. 

Hoch, I. T. 

Hoglund, C. E. 

Hopkins, W.L. 

Hoselitz, B. F. 

Howard, J. A. 

Huelster, L. F. 

Hunt, E. F. 

Illinois Inst. of Tech. L 
Armour Col. of Engine 
ing, 3300 Federal St. ` 

Iwanaka, G. M. 

Jager, J. L. 

Jeuck, J. E. 

Johnson, D. G. 

Johnson, H. E. 

Johnson, T. A. 

Jones, M. V. 

Jones, R. V. 

Jorgensen, G. L. 

Kandyba, B. S 

Kaplan, M. 

Keaster, G. W. e 
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Keat, P. G. 
Keefer, J. O. 
Kellogg, J. P. 
Kennedy, D. M. 
Kent, L. 

Ketchum, M. D. 

Kilberg, E. J. 

Kyrk, H. 

Knight, F. H. 

Kolbe, F. F. 

Kolin, M. 

Koopmans, T. 

Kryzda, B.F. . 

Kutish, L. J. 

Kuyper, A. B. 

Langum, J. K. 

Lawrence, G. J. 

Henry E. Legler Regional Br. 
Lib., 115 S. Pulaski Rd. 

Lerner, A. P. 

Leven, C. L. 

Li, T. M. 

Lichtenstein, W. 

Lieberman, I. M. 

Liepe, W. 

Ligas, H. B. 

Livingston, S. M. 

Lopata, R. S. 

Louhi, K. 

Loyola Univ. | Lit., Lewis 
Towers, 820 N. Michigan 
Ave. 

Lurie, M. 

Lynskey, J.V. 

Lyon, L. S. 

MacLeish, J. E. 

Mojstorovich, Branko, 2132 
S. Lawndale Ave. 

Marschak, J. 

Masiko, P., Jr 

Massel, J. M. 

Massel, M. S. 

Massey, R. J. 

Matchett, G. J. 

McGuire, C. B. 

McGuire, C. H. 

Meiselman, D. 

Mellinger, M. 

Metzler, L. A. 

Meyer, C. 

Miller, K. E. 

Mints, L. W. 

Mitchell, W. N. 

Moede, H., H. 

Mogilnitsky, T. A. 

Moore, C. A. 

Moore, M. E. 

Morin, A. J. 

Morris, J. R. 

Mueller, F. W., Jr. 

Mueller, S. J. 

Nadler, E 

Naito, W. S. 

Nakamura, K. 

Nef, J. U. 

Nerlove, & H. 
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Netzer, D. 

Newberry Lib., Walton Pl. 
Newman, S. K. 

Nicklaus, G. E. 

Nimer, D. A. 


North Park Cot. Lib., Foster ` 
aud Kedzie Ave. 
Northwestern Univ, Elbert 


H. Gary Lib. of Law, 357 
E. Chicago Ave. 

Northwestern. Univ., Joseph, 
Schaffner Lib. of Com., 339° 
E. Chicago Ave. 

Oort, C. i 

Osgood, R fa On 

Ota, T 

Otig T. N. 

Paliokas, B. 

Palyi, M. 

Parcells, C. H. 

Parkany, J. 


. Patton, A. E. 


Perloff, H. S. 

Picken, R. F. 

Polemis, B. W. 

Polemis, Z. M. 

Powell, M. A. 

Prochnow, H. V. 

Radio men Admin. 10, 5801 
Ellis A 

Radke, G, ^R. IH. Bell Tel. 
Co., 208. W. Washington 
St., Room 1902 

Railroad Retirement Bd. Lib., 
844 N. Rusk St. 

Rams, E. M. 

Randall, D. D. 

Raymond, F.I. 

Res. Coun. for Econ. Seg., 111 
W. Jackson Blvd., Room 
901 

Reber, H. J. — 

Rees, A. E. 

Reid, M. G. 

Reifler, R. M. 

Reiner, Js 

Richards, E. A. 

Richman, R. L. 

Roadcap, R. R. 

Roe, F. 

Rogers, T. W. 

Rosler, A. 

Ross, N. 

Rottenberg, S 

Roubik, N. A. 

Rowton, R. E. 

Rubin, È. P. 

Russell, W.H. 

Sammons, W. 

Sanow, K. P. 

Saxl, V. 

seed, E. J., 105 S. LaSalle 

7. 
Schultz, T. W. 
Scott, W. G. 


Illinois . 


Scott, Foresman & Co., 
433 E. Erie 

Seidman, J. 

Senn, P. R. 

Sewell, W. P. 

Shaw, A. W. 


Ghaw, F. B. 


Shen, W. Y. 

Sherwin, S. R. 

Shlifer, E. 

Shumelda, Jacob, 2338 W. 
Towa St. 

Sibley, W. E. 

Siegel, H. S. 

Simich, George Z., c/o Auto- 
matic Electric Co., 1033 W. 
Van Buren St.: 

Smidt, S. 

Snyder, R. E. 

Sobotka, S. P. 

Solomon, B. 

Solomon, E. 

Speaker, L. M. 

Sterba, R. L. A. 

Stern, A. W. 

Stiles, L. A. 

Stillman, C. W. 

Stone, J. L. 

Stone, R. W. 

Swanish, P. T. 

Swift, H. H. 

Tekulsky, J. 

Tenner, I. 

Thomson, P. 

Timberlake, R. H., Jr. 

Toledo, R. R. 

Tomes, G. K. 

Tugwell, R.G. . 

Univ. of Chicago, Ind. Rela. 
Center, 975 E. 60th St. 

Univ. of Chicago Lib., Period. 
Dept., Harper M 22 

Univ. of Illinois, Undergrad. 
Col. of Com., Room 32 
Frame 107 Receiving Room, 
Navy Pier 11 

Univ. of Illinois Lib., Under- 
grad. Div., Navy Pier 11, 
Grand. Ave 

Valentine, R. W. 

Van de Woestyne, R. S 

Vatter, W. J. 

Wallis, W. À. 

Waters, W. R. 

Wayne, B. W. 

Webb, J. C. 

Weber, H. J. 

Weber, W. F. 

Weil, R. A. 

Weiss, R. W. 

Weisskopf, W. A. 

Wentworth, E. N. 

White, J. H. 

Wills, J. H. 

Wilson, H. 

Windhorst, R. B. 


Illinois 


Wirpel, E. M. 

Wirrel, S. W. 

Wojtyla, H. L. 

Wolf, W. B. 

Woodlawn Br. Lib., 6247-49 
Kimbark Ave. 

Wood-Prince, William, Exch 
Bldg, Room 120, Union 
Stock Yards 

Wright, C. W. 

Wright, H. G. 

Younce, M. L. 

Zeman, M. 

Zerioss, K., Jr. 

Zimring. O. D. 

Zoller, S. 7 

Zuntz, M. 


Chicago Heights 
Ackerman, S. 
Holland, R. C. 


Ccllinsville 
Kuhn, E. W. 


Decatur 
Eakin, F. 
Heaton, E. 
James Millikan Univ., Or- 
ville B. Gorin Lib. 
Rice, H. D. 
Smith, 3. R. 
Vail, R P. 
De Kalb 
Northern Illinois State Teach- 
ers Col, Lib. 
Oderkirk, A. D. 


Des Plaines 
Prichard, R. E. 
Elgin 
Arnold. D. W. 
Cleworth, M. M. 
Gail Borden Pub. Lib., 50 N. 
Spriag St. 
Ellisville 
Lane, B. A. 
Elmhurst 
Ehaharst Col. Lib. 
Elsah 
Goodaue, E. W. 
Principia Col. Lib. 
Eureka - 
Thomas, A. E. 


Evanston 
Anrod, C. W. 
Auble, A. G. 
Bailey, R. W. 


. 
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Bell, J. W. 
Bennett, H. F. 
Blitz, R. C. 
Bonde, R. L. 
Borendame, J. E. 
Bradford, W. C. 
Breckner, N. . 
Browne, W. 
Brozen, Y. 
Buttrick, J. A. 
Cherrington, H. V. 
Ciaccio, J. N. 
Cook, P. W., Jr. 
Custis, V. 
Daugherty, C. R. 
Daugherty, M. R. 
Deibler, F. S. 

de Schweinitz, K., Jr. 
Dillinger, J. L. 
Egloft, W. F. 
Ekeblad, F. A. 
Fetter, F. W. 
Forbush, D. 
Forbush, D. R. 
Gane, F. H. 
Goodell, G. S. 
Gressens, O. 
Guthmann, H. G. 
Hance, W. D. 
Hawkinson, J. R. 
Henry, F. F. 
Herrold, L. D. 
Hickman, B.G. 
Hohman, E. P. 
Howard, B. B. 
Jacobs, D. L. G. 
Jaffe, W. 
Johnson, D. W., Jr. 
Karasz, A. 

Kende, G. 
Leland, S. E. 
Longstreet, J. R. 
MacNabb, R. R. 
McNichols, T. J. 
Mills, J. A. 
Morrison, P. L. 
Nahl, P. C. 
Northwestern Univ. Lib. 
O'Brien, M. E. 
Oppitz, R. J. 
Overton, R. C. 
Phillips, S. A. 
Poole, K. E. 
Robinson, R. I. 
Rogers, H. B. 
Schumacher, A. C. 
Slater, C. C. 
Strotz, R. H. 
Swanson, A. E. 
Tebbutt, A. R. 
Torgerson, H. W. 
Towle, J. W. 
Umbreit, M. H. 
Watkins, J. B. 
Watson, E. T. 
Williamson, H. F. 


1 


Werboff, L. L. 
Zievers, J. F. 


Flossmoor 
Callard, C. G. 


Fox River Grove 
Williams, H. F. 


Galesburg 


Galesburg Pub. Lib. 

Knox Cot, Henry M. 2 
mour Lib. Berrien 
Cedar Sts. 

White, A. C. 


Glencoe 
Berger, A. O. 


Glen Ellyn . 


Chamberlin, V. B. 
Leibacher, C. E. 
Shipman, W. D. 


Glenview 
Eisner, R. 


Greenville 
Greenville Col. Lib. 


Hinsdale 
Wexman, J. K. 


Homewood 


' Sprinkel, B. W. 


Jacksonville 
Bowen, C. 
Illinois Col. Lib. 
MacMurray Col., Pfeiffer L 
Raymaker, C. L 
Samoore, A. S. 


Joliet 
Muriel, Siste- 


Kankakee 
Clark, E. N. 
Olivet Nazarene Col. Lib. 


La Grange 
Larson, A. Q. 
Macie, H. J. 
Morse, H. C 
Partee, J. C 


La Grange Park 
Leavitt, W. L. 


Lake Forest 
Barci Col. Lib. 
Hale, R. D. 
Johnson, E. A. 
Keller, L. A. 
Kinter, C, V. 
Koivisto, W. A. e 
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&uhns, E. D. Park Forest Urbana 
Lake Forest Col ae Cheadle, Harold L. 2551 Bartlett, R. W 
Nicholaus, H. A Western. Ave. Bass, F. M. 
N ilcox, C. A. Ludmer, H. Bele tgo. 
Olson, I. M. ell, J. 
La Salle Ross, M. E. Brandis, R. 
zaskey, W. F. . Scherer, J. Grown, P. H. 
La  Salle-Peru Township Cammack, T. E. 
High Sch. Park Ridge Cone P.M. ` 
D F.T. ase C. M. 
peanon Tongue, W. W. Cochran, J. A. 
3row, R. i .S. onverse, P. D. 
McKendree Col. Warning, D: S Conway, L. V. 
: d Peoria Crim, E, F., Jr. 
Lincolnwoo Baird, A De Boer, L. M. 
3oldman, I. S. Bradley "Univ. Dickey, R. I. 
; Catæspillar Tractor Co., Ait. ue, : 
2 La NT Mr. W. Blackie Due, J. M. 
31. Procopius ‘Col. Lib. Clarey, W. A. Duvall, E. V 
: Conant, M Eckles, E. L 
- Macomb : Goldberg, K , Flanders, D. P. 
Vestern Illinois Siete Teach- Olson re, K Fox, K. 
ers Col. Lib. Peoria Pub. Lib., 114 H. Frankel, M. 
" Monroe St. Gherity, J. A. 
Moline Scheinman, D. Gibson, R. 
Villis; David M., 970 40th Theobald, A. D. Goodell, W. F. 
St. Ct. Tillotson, L. G. Gray, H. M. 
White, H. F. Hall, A. S. 
Monmouth Hancock, R. S. 
perma Col. Lib. , Peru Harbeson, e 15 
?"asel, L. . erndon, 
pes Acn St. Bede Col. Lib. Hickma Y e Å. 
orton Grove ; uegy, 
‘peer, C. K. Quincy ordan, G. L. 
peer, w. Ederer, R. J. $. M. 
Mount Carroll Kirn, er P ; Kleiner, G. 
rances Shimer Coi, Camp- Quincy Free Pub. Lib Leonard J W. 
bell Mem. Lib. Rantoul itman 
Locklin, D. P. 
: Parsons, M. G., Jr. Mandeville, M. J. 
Naperville : M 
: ayer, R. W. 
iruhn, M. C. River Forest 
$ McConnell, J. L. - 
runer, R. W. Cusack, Sister M. T. McNatt, E. B. 
Vorth Central Col. Lib. Millican, R. D. 
Rockford Mitchell, R. V. 
Normal Flinn, B. W. Morey, L.. 


3lasener, F, R. 
"llhnois State Normal Univ. 
Lib. 


Northfield 
‘arwell, L. C. 


Oak Park 


iradshaw, F. H. 

Purcell, C. R., 728 S. Maple 
Ave. 

pencer, F. A. 


Orangeville 
;obbe, C. W. 


Palos Heights 


ohnson, H. W. 
ohnson, W. E. 


Rockford. Col. Lib. 

Rockford Pub. Lib., 
Wyman St. 

Samuelson, C. A. 


Rock Island 
Augustana Col. Lib. 
Kellogg, L. S. 
Nordstrom, O. L. 
Roesler, T. W. 


Springfield 
Huston, J. W. 
Illinois State Lib. 
ua Lib. 326 S. Seventh 
7. 


Tinley Park 
Carpenter, J. C. 


215 N. 


Neiswanger, W. A., Jr. 
oes H. L. 
Nolen, R. M. 

Osborn, R. C. 

Paden, D. v: 

Parrish, J. B. 

Pashek, R. D. 


Scoville, H.T. 

Seymour, R.G. 

Shirras, G. F. 

Swanson, E. R. 

Sparks, J., Jr. 

Sussna, E 

Thompson, W. N. 

Univ. of Ilinois Lib., Period. 


Dept. 
Van Arsdell, P. M. 
Van Dewater, J. 


: [ll.-1nd. 


Wales, H. G. 
Wang, C.-T. 
Weiler, E. T. 
Wenzlan, T. E. 
Whalen, O. L. 
Wills, W. J. 
Working, E. f. 
Worland, R. M. 


"Washington 
Francis, J. A. 


Waukegan 
Daicoff, D. W. 
Wankegan Pub, Lib. 


Western Springs 
Burns, J. E. 
Hecxman, H. W. 
Mitchell, G. W. 


Wheaton 
Turney. M. C. 
Wheaton Col. Lib. 


Wilmette 


Heflebcwer. R. B. 
Maynatd, E. L. 


Winnetka 
Magrath, C. B. 
Miler, J. W. 
Peterson, F. B. ' 


Yorkville 
Mighell, A. T. 


INDIANA 
Bloomington 


Ardrews, W. H. Jr. 
Batchelor, J. A. 
Bell, W. J. 
Blomgren, P. B. 
Braden, S. E. 
Brehm, C. T., Jr. 
Christenson, C. L. 
Cleveland, W. 


Harden, W. R. 
Haring, H. A. 
Harvey, R. O. 
Fauswald, E. L. 
Hedges, J. E. 
Horwich, G. 
Indiana Unio. Lib. 
King, P. S. 
Kurita, V. 
Lewis, J. P. 
Loescher, S. M. 
Maloney, H. D. 


Geographical List 


les J.E. 
eloan, T. W. 
Miller, T. A. 
Mills, M. C. 
Milroy, R. R. 
Moffat, J. E. 
Olsen, B. M. 
Oliver, H. M., Jr. 
Otteson, S. F. . 
Plantz, D. V. 
Porter, J. H. 


Schweitzer, A. 


Seelye, D. W. 
Seidel, E. M. 
Shere, L. 
Silverstein, N. L. 
Snider, J. D. 
Stanley, J. D. s. 
Stanley, M. T. 
Strickler, L. B. 
Turner, R. C. 
Umemura, G. M. 
Warner, A. E. 
Waters, L. L. 
Weimer, A. M. 
Wells, H. B. 
Welsch, E. R. 
Wiggins, S. 

Win, P. T. 
Witney, F. 
Zeller, P. J. 


Carmel 
Efroymson, C. W. 


Collegeville 
St. Joseph's Col. Lib. 


Crawfordsville 
Roberts, W. A. 
Rogge, B. A. 
Shearer, W. W.. 
Sparks, F. H. 

Van Sickle, J. V. 
Wabash Col. Lib. 


East Chicago 
Weddel, B. L. 


Elkhart 
Elkhart Carnegie Pub. Lib. 


Evansville 
Long, D. 
Pub. Lib., 22 S.E. Fifth St. 
Rosenbaum, C. H. 


Fort Benjamin Harrison 

Slavin, R. H. 

U, S. Army Fin. Sch., Trans. 
portation Oficer, Legal and 
Tech. Lib. Bldg. 115-A 

U. S. Army Fin. Sch., Legal 
and Tech. Res. Lib., Bldg. 
115-À 


1C 


Fort Wayne 
Camden, J. E. 
Conley, H. 
Day, D. W. 
Fi. Wayne Pub. Lib., 301 Y 
Wayne St. 
Taylor, A. M. 


Franklin 


Ditz, G. W. 
Franklin Col. Lib. 


Goshen 
Kreider, C. 


Greencastle 
DePaww Univ. Lib. 
Hadcock, E. 

Jome, H. L. 
Wyckoff, V. J. 


Hammond 


Pub. Lib., Heckman at Mic 
gan Are. 


Hanover 


Binkley, H. L. 
Hanover Col. Lib. 
Porter, A. R., Jr. 


Indianapolis 
Bruno, V. J. 
Burkhart, J. 
Bus. Lib., Meridian and Oi 


Sts. 
Butler Col. Lib., Butler Un 
Camp, C. B. 
Carey, R. D. 
Indiana Central Col. Lib. 
Indiana State Lib., 140 
Senate Ave. . 
Indianapolis Pub. Lib., Re 
a Room Dept., St. Cla 


X. Bus. Services, Eli L 
& Co., Box 618 

Meckling, W. H. 

Ross, M. O. 

Schloss, W. L. 

Sim, H. E. 

Snyder, I. V. 

Underhill, H. F. 

Wiecking, C. W. 


Jeffersonville 
Mock, F. L. 


Lafayette 
Erselcuk, M. 
Janssen, M. R 
Owen, W. V. 
Purdue Univ. Lib. 
Thomas, R.G. . 
Wiley, J.W. œ 
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Lawrenceburg 
toss, W. B. 


Mishawaka 
aates, D. E. 


Muncie 
Jall State Teachers Col. Lib. 
Iannaford, J. W. 
Cnipe, J. L. 


duncie Pub. Lib. 301 E. 


Jackson St. 


Munster 
littinger, R. A. 


New Castle 
Tew Castle Pub. Lit. 


North Manchester 
arver, E. S. 
reisert, W. F. 
fanchesier Col. Lib. 


Notre Dame 
ender, W. C, 
'owney, W. H. 
itzgerald, M. J. 
ent, R. P 
fontavon, P. A. 
əphia, Sister M. 
niv, of Notre Dame Lib., 
Serials Div. 


Peru 
dwards, R. E. 


Rensselaer 
larin, K. J. 


Richmond 
arlham Col. Lib. 
inneford, C. L. 
‘urgeon, R. R. 


St. Mary-of-the- Woods 
udgeon, E. J. 


South Bend 
?cker, W. G. 
zhan, R. T. 
iscino, A. 
aspar, M. P. 
ermens, F. A, 
ieehan, J. H. 
nith, E. A, 
uth Bend Pub. Li, S. 
Main St. at Wayne 


Terre Haute 


veline Fairbanks Mem. Lib.. 


diana State T. eachers Col. 
Lib. 
itchell, Wa F. 


American Economic Association 


Valparaiso 
Goehring, E. E. 
Valparaiso Univ. Lib. 


. Vincennes 
Halterman, J. C. 


West Baden Springs 
West Baden Col. Lib. 


West Lafayette 
Estey, J. A. 
Farris, P. L. 
Fitzsimmons, C. 


Mayhill, R. 
Sharkey, W. K. 
Sheppard, E. J. 


IOWA 


Ames 
Allen, Ji B. 
Albers; H . H. 
Arthur, I. W. 
Davey, H. W. 
Douglas, E. 
Gittinger, ].PR. 
Heady, E. O. 
Hildreth, R. J. 
Hines, H. H. 
Hong, E. N. 
Hoyt, E. E. 
Iowa State Col. Lib. 
Kaldor, D. R. 
Malone, C. C. 
Mickey, J. L. 
Murray, W. G. 
Nordon, J. A. 
Ogg, W. E. 
Robotka, F. 
Shepherd, G. S. 
Thompson, S. H. 
Thompson, W. H. 
Timmons, J. F. 
Tintner, G. 
Willis, B. S. 
Wright, W. 


Bernard 
Cassidy, J. K. 


Cedar Falls 


Cross, B. L. 
Hunter, M. B. 


Towa Siate Teachers Col. Lib. 


Johnson, V 
Leavitt, C. T. 
Lebeda, A. 
Strain, R. E. 
Thompson, M. R. 


Ind.-Iowa 


Cedar Rapids 
Coe Col. Lib. 
Henry, J. M. 
-Waples, E. O. 
Watson, D. A. 


€ Davenport 
powie, L. W. 

ollins, W. J. 
Danner, P. L. 
Davenport Pub. Lib. - 


Decorah 
Luther Col. Lib. 


Des Moines 
Alley, W. E. 
Bohlman, H. W. 
Cosson, C. 
Des Moines Pub. Lib. 100 
Locust St. 
Drake Univ. Lib. 
Eaton, R. C. 
Loewy, H. 
Myhr, A. F. 
State Traveling Lib., 
cal Bldg.. 
Wagner, W. C. 
Warters, D. N. 


_ Dubuque 
Carnegie Pub. Lib. 
Clarke Coi. Lib. 
Kurth, E. A. 
Loras Col. Lib. 14th ond 

Alta Vista Sts. 

St. Maureen, Sister M. 
Univ. of Dubuque Col. Lib, 


Eldora 


Bramwell, W. K., 
County Savings Bank 


Fairfield 

Parsons Col. Lib. 
Fayette 

Upper Iowa Univ. Lib. 
Grinnell 

Charlton, J. W. 

Grinnell Col. Lib. 

Knopf, K. A. 

Stauss, J. H. 

Strong, E. D. 


Indianola 
Simpson Cel. Lib, 


Iowa City 


Bloom, C. C. 
Davies, G. R. 
Harris, G. T. 
Johnson, R. H. 
Leib, K. E. 
Martin, W-H. 


Histori- 


Hardin . 


i 


"Iowz-Ky. 


McConnell, C. R. 

Morgan, C. A. 

Olson, P. R. 

Phillips, C. A. 

Smich, W. R. 

State Univ. of Iowa Lib. 
Serzals Acquisition $ 
Sweerey, D. L. 

Wagner, L. E. 


Eeokuk 
Breheny, J. R. 

Lamoni 
Graceland Col. Lib. 
Higdon, E. T. 
Runkle, J. C. 

Le Mars 
Fireoved, E. L. 


Mason City 
Masen City Pub. Lib. 


“At. Pleasant 


Ellis, R. K. 
Shaw, M. E. 
Wilkey, H. L. 


Mount Vernon 


Cornell Coi. Lib. 
Ennis, J. H. 
Rich, C. L. 


Orange City 


- Northwestern Col. Lib. 


Oskaloosa 
William Penn Col. Lib. 


Pella 
Centzal Col. Lib. 
Van Dahm, T. E. 
Waverly 


Mueach, C. 
Wertburg Col. Lib. 


KANSAS 
Atchison 
Baska, L. 
Schroll, Sister M. A. 
Baldwin 
Guest, H. W, 


Bethel 
Matazer, Donald R., 2945 N. 
7tith St. 
Carbondale 
Mosso, L. D. 


Delphos 
Bülings, A. G. 
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Emporia 
Col. of Emporia, Anderson 
Mem. Lib. 
Kansas State Teachers- Col. 
White Lib. 
Fort Leavenworth 
C and SC Lib. 


Hays - 


ort Hays Kansas State Col. 
Lib. 


'. Kansas City 


lames, K. V. 
Pub. Lib., Huron Sq. 
Sullivan, Sister M. 


Lawrence 
ndo, J. S. 
Cabe, J. C. 
Dade, E. B. 
Gagliardo, D 
Howey, R. S. 
Ise, J. 
Nelson, E. G. 
Pritchard, L. J. 
Stockton, F. T. 
Univ. of Kansas, Exi.. Lib. 
Service 
Univ. of Kansas Lib., Period. 
Dept. 
Warne, C. 


Lindsborg 
Bethany Col. Lib. 


Manhattan 
Bagley, E. S. 
Bray, J. O. 

De Cou, D. F. 
Eriksen, C. 

Fisher, W. D. 
Hodges, J. A. 

Kansas State Col. Lib. 
Montgomery, G. 
Riggs, F. E. 
Schruben, L. W. 


McPherson 


McPherson Col. Lib. 
Olson, O. A 


North Newton 
Bethel Col. Lib. 


Ottawa 


Berndt, R. 
Lee, J. F 
Ottawa Univ. Lib. 


Pittsburg 
Kansas State Teachers Col., 
Porter Lib. 
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Prairie Village 
Davis, -G. C., Jr. 
Salina 
Finn, Sister I. M. 
Kansas Wesleyan Univ. Li 
Steele, E. J. 
Viau, Sister J. M. 
Sterling 
Sterling Col. Lzb. 


Topeka 
Free Pub. Lib. 
Kansas State Lib. Sic 
House 
Marcoux, D. C. 
Monroe, D. 
Washburn Municipal Un 
Lib. 
Whitewater 
Umbach, J. C. 
Wichita 
Friends Univ. Lib. 
Neff, F. A. 
Ricketts, F. M. 
Spaulding, J. L. 
od of Wichita, Morris 


Wichita City Lib. 

Wichmann, A. A. 
Winfield 

Southwestern Col. Lib, . 


KENTUCKY 


Ashland 


Ashland Junior Col. Li 
16th and Central 


Berea 
Berea Coi. Lib. 
Chin, R. 
Menefee, R. G. 
Bowling Green 
Western Kentucky State C 
Lib. i 


Covington 
Northern Kentucky Ext. C 
ter 
Danville 
Centre Col. Lib. 
Fort Thomas 
Sheehan, J. G. - 


Frankfort 
Dawson, C. C. - 
Herzel, W. G. 
Morrow, G. D. e 


.06 


Georgetown 
'eorgelown Col. Lib. 

Lexington 
'owman, M. J. 
‘arpenter, C. C. 


arter, L, H 
'oolsen, F. G. 


largreaves, H.W. 
laynes, W. W. 
leizer, R. T., Jr. 
ennings, W. W. 
ohnson, J. L. 
Oockyer, C. R. 
Tartin, J. W. 
Tasten, J. T. 
TcVey, F. L. 
Tinton, C. R. 
Tyers, W. S., Jr. 
licholls, W. D. 
ickett, R. R. 
rice, H. B. 
edman, J. C. 
.uschell, G. J.. 
chafer, R. 
ullivan, R. 
Transylvania, Univ. Lib. 
miv. of Kentucky Lib. 
liest, E. 


London 

ue Bennelt Col. Lib. 
Louisville 

bner, C. E. 

ellarmine Col. Lib. 2000 

Norris Pl. 
raf, J. R. 
lodges, J. B. 


add, F. 
outsville Free Pub. Lib. 


301-333 Library Pl. 
fartin, B. F. 
Oobertson, H. M. 
tone, E. A. 

niv. of Louisville 
Belknap Campis 
Jagner, 


Morehead 
forehead State Teachers Col., 
Johnson Camden Lib. 
Murray 
Turray State Col. Lib. 
Owensboro 
illim, M. H. 
“entucky Wesleyan Col. Lib. 
» Paducah 
arnegie Public Lib. 
Richmend 
astern Kentucky 


Lib, 


State 


American Economic Association 


Teachers Col. Lib. Lan- 
caster Ave, 


Moore, W. J. 


LOUISIANA 
Baton Rouge 


D., Jr. 

Daniel, C. a 

Edwards, A 

Louisiana PU Lib., Stale. 
Capitol Grounds 

Louisiana Siate Univ., Gen. 
Lib., Serials Div,, Acquisi- 
tions Dept., Univ. Sta. 

McCracken, H.L. 

Melton, L. J., Jr. 

Overmiller € C. S. 

Payne, J. P ‘Jr 

Preston, S. W. 

Ross, W. D. 

Scroggs, W. O. 

Sharp, A. M. 

c Univ. Lib., Southern 


Thompson, K. M. 
Totty, S. V. 
Townsend, D. 


Grambling 
Grambling Col. Lib. 


Hammond 


Southeastern Lowisiana Col. 
Lib, 


Lafayette 


Southwestern Louisiana Inst. 
Lib. 


Lake Charles 


McNeese State Col. Lib. 
Wicker, E. R 


Monroe 


Non Louisiana 
Col. L 


: Natchitoches 


Northwestern State Col., Rus- 
sel Lib, 


New Orleans 


Brookins, T, M. 
Carnes, H. B. 
Chances, R. J. 
connor J. 
Coper, R 
Courtney, K. H. 
Dinwiddie, G. S. 
Elsässer, R.W. 
Engler, H 

Fair, M. L. 
Ferchaud, A. A. 
French, R. W. 
Grambsch, P. V. 


State 


. Louisiana Poly. Inst. 


Ky.-Me. 


Gutierrez, L. E. 

Halley, D. M. 

Hayes, H. G. 

Heck, H. J. 

Hogan, W. R. 

Kennedv, F. J. 

Coyola Univ. Lib., 6363 St. 
Charles Ave. 


May, P. 
Mellin, G. M. 
Mitchell, H. A. 


New Orleans Pub. Lib., 1031 
St. Charles Áve. 

Oakes, R. H. 

Rice, J. P. 

Ritland, R. W. 

Robinson, M. A. 

Tulane Univ., Howard- Tilton 
Mem. Lib, Audubon Pl. 
and Frerel 

Tulane Univ. of Louisiana, 
Norman Mayer Lib., Nor- 
man Mayer Mem. Blág. 

Warren, G. E. 

Xcwier Univ. Lib, New 
ig Washington and Pine 


Yenni, J. E. 


Ruston 
Grubbs, K. R. 
Lib. 
Tracey, M. B. 
Shreveport 
Byram, (Mrs.) Betty J., 1147 
Kings Hwy. 
Caine, W. E. 
Centenary Col. Lib, 
Smeltzer, R. C. 


University 
Trant, J. B. 


MAINE 
Bangor 
Bangor Pub. Lib. 


Brunswick 
Abrahamson, A. 
Benson, C. S. 
Bowdoin Col. Lib. 
Brown, P. M. 
Catlin, W. B. 
Cushing, M. B. 
Robinson, N. Y. 
Storer, J. A. 


Fryeburg 
Long, J. J. 
Houlton 
Ricker Col., Hayes Lib. 


Lewiston 


Bates Col. Lib. 
Carroll. T. M. 


Me.-Md. 


Freedman, A. M. 
Giguere, M. D. 
Holdren, B. R. 


Orano 
Kirshen, H. B. 


Peck, H. A. * 


Shay, R. P. 
Unto. of Maine Lib. ý 
Portland 
Goodba:, J. E. 
Jordan and Jordan, Fidelity 
Bidg. 
Waterville 


Barlcw, R. 
Breckenridge, W. N. 
Colby Col. Lib. 
Morrow, C. H. 
Pullea, R. W. 


MARYLAND 


Aberdeen Proving Grounds 
Abady, C. R. 


Accokeek 


. Norii, M. H. 


Annapolis 
Fredland, J. R. 
Matthews, C. A. 
U. S. Naval Academy, Acqui- 
sitsons Dept., Lib. 


Baldwin 
Reynolds, R. A. 


Baltimore 


Air Res. and Dev. Command 
Hi a calle P.O. Box 
1395 

Arnold, R. 

Atkinson, A.J. 

Baruch, M. J. 

Blackman, J. H. 

Brax-on, P. 

Brumberg, R. E. 

Bryson, P. L 

Bryson, W. O. 

Ches:er, H. L. 

Christ, C. 


jy Notre Dame of 

sland, Fourier Lib., 
4701 N. Chorles St. 

Coorer, H. E. 

Crawford, W. H. 

Crosby, Ġ. R. 

Davidson, R. K. 

Davidson, S 

Domar, E. D. 

Duncan, A. J. 

Eason, W. W. 
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Enoch Pratt Free Lib. 

Evans, G. H., Jr. 

Flechsig, T. G. 

Gillmore, C. W. 

Goldstein, H 

Goucher Col. Lib. 

Harberger, A. C. 

Heathcote, G. P. = 

Hoffman, M. 

Jackson, F. A. 

Johns Hopkins Univ. Lib., 

* Serial Record Div. 

Kemper, A. 

Korican, O. H. 

Kretzschmar, C. P. 

Long, C. D. 

Loyola Col. Lib., 4501. N. 
Charles St. 

Machlup, F. 

Magnus, E. F. R. 

Morgan State Col. Lib. 

Morrissy, E. 

Myers, S. L 

Pancoast, E. 

Penrose, E. 

Reuss, F. G. 

Rodin, N. W. 

Rohrlich, G. F. 

St. Mary’ s S Lib., 
eani Dept., N. Paca 


sche, J.H.I. 

Smith, C. W. 

Soc. Sec. Admin., Equitable 
Bldg., Room 453, Calvert 
and Fayette Sts. 

Terrell, J. M 

Towsend, J. J. 

Trafton, G. H. 

Trebing, H. M. 

Univ. of Baltimore, Charles 
St. Lib., 1420 N. Charles St. 

Wallace, P. A. 

Weiss, S. F. 

Wentworth, E. C. 

Weyforth, W. O. 

Wiesenfeld, H. M. 

Wolman, A. 

Wolpert, S. A. 


Bethesda 
Achinstein, A. 
Andritsakis, N. 
Atterberry, P. R. 
Bangs, R. B. 
Blackman, H. H. 
Bloom, M. R. 
Bonnell, E. T. 
Bonnell, V. C. 
Brethouwer, M. W. 
Browne, E. W., Jr. 
Cavin, J. P. 
Denison, E. F. 
Dray, M. 

Drury, H. B. 
Eldridge, D. H. 
Feuerlein, W. T. A. 
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Garlock, F. L. 
Goldstein, H. 
Gorlitz, S. J. 
Hawkins, E. D. 
Hayes, S. P., [5 
Haynes, L. 
Heany, D. F.. 
Jaworski, S 
Kamarck, A. M, 
Knowles, J. W. 
Lent, G. E. 
Lukaczer, M. 
Lusher, D. W. 
Mater, D . H. 
Mears, C. D. 
Nelson, M. G. 
Nelson, R. S. 
Potter, A. A. 
Price, R. C. 
Reeve, J. E. 
Reifman, A. 
Riley, R. H. 
Roberts, V, E. 
Sadler, G. E. 
Shapiro, S. 
Skow, N. P. 
Slitor, R. E. 
Small, A. H. 
Small, S. S. 
Smith, P. F, 
Snyder, E. M. 
Stewart, C. D. 
Stimson, R. H. 
Trezise, P. H. 
Youngdahl, C. R. 


Bladensburg 
Cumberland, J. H. ' 


Bowie 
Slate Teachers Col. Lib. 


Cambridge 
Slacum, A. B. 


Chestertown 


Washington Col., George Ave 


Bunting Lib. 


Cheverly 
Barbash, J. 
Blair, J. 'M. - 
Woodworth, L. N. 


Chevy Chase 
Abt, S. T. R. 
Adler, J. H. 
Arndt, K. M. 
Bennett, J.F. 
Bernhardt, J. . 
Bernstein, E. M. 
Boddie, J. 

Cale, E.G. 
Chawner, L. J. 
Cheyfitz, E. T 
Cooper, C.L. œ 
Cooper. O. 
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Coppock, J. D 

Dreiman, L. S. 

Eckstein, A. 

Ferebee, E. E. 

Galbreath, cE 

Gardner, W. R. 

Garfield, F. R. 

Gulick, C. S. 

Haas, G. C. 

Hedges, H. C. 

Hilken, H. G. 

Jackson, C. D. 

Johns Hopkins Univ., Opera- 
lions Res. Office, 6410 

' Connecticut Ave. 

Kennedy, S. J. 

Kliston, T. S. 

Lavell, R. J., Jr. 

Liss, S. 

Luke, R. H. 

Mann, F. K. 

Marshall, L. C. 

Meyers, A. L. 

Murray, M. G. 

aee Albert C., 6712 44th 

f 

Osias, M. S. 

Pancoast, O., Jr. 

Paradise, F. M. 

Robinson, H. 

Robinson, M. E. 

Rowe, H. B. 

Ryder, O. B. 

Sadove, A. R. 

Schlesinger, E. R. 

Schmidt, O. A. 

Seidler, G. 

Smelker, M. 

Smelker, M. W. 

Smith, Thomas 
Warwick Pl. 

Tesoro, G. A. 

Thomas, W. 

Wald, H. P. 

Weiss, G. S. 

Weiss, H. 

Williams, K. B. 

Young, J. P. 


Chillum 
Goldfinger, N. 


Clinton 
Whipple, C. E. 


College Park 


Calhoun, C. E. 
Clemens, E. W. 
Cover, J. H. 
Daly, R. F. 
Dillard, D. 
Dillard, L. G. 
Grayson, H. 
Gruchy, A. G. 
Hoe Be D. 
Hirsch, D, 
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Pyle, J. F. - 
Reid, J. H. 

Robinson, E. A. 

Root, F. R. 

Taff, C. A. 

Univ. of Maryland Lib. 
Yeager, L. B. 


East Riverdale 
Peterson, J. M. 


Emmitsburg . 


Mount St. Mary's Col. Lib. 
St. Joseph's Coi. Lib. 


Frederick 
Thomas, E. A. 


e 
Garrett Park 
Brown, G. T. 


Glen Burnie 
Parker, J. S. 


Greenbelt 
Nelscn, B. L. 


Ryss, M. 

Solomon, M. J. 
Hagerstown 

Bobbitt, P. B. 


Hyattsville 
Ammerman, H. K. 
Armore, S. J. 
Barlov, W. D. 
Berend, K. H. B. 
Cain, L. F. 
Dockeray, J. 
Dorman, R. O. 
Fisher, A. J. 
Gerber, A. 
Gordon, B. 
Houghton, H. F. 
Johnson, V. Webster, 4317 


Normile, E? P. 
Normile, P. M. 
Nutter, G. W. 
Nystrom, P. E. 
Palmer, 
Redding, J. J. 
Schwartz, M. J. 
Shirley, R. V. 
Smith, D. B. 
Soltar, E. B. 
Taeuber, R. C. 
Walters, E. W. 
Winestone, R. L. 
Young, S. E. 


Kensington 
Burroughs, R. J. 
Donner, O 
Frederick, J. H. 


Maryland 


Greenslade, R. V. 
Hallwell, E. W. 
Hutchinson, E. C. 
Mayo, R. P. 
O'Neill, J. J., Jr. 


Poulton, E. E. 


@Tolton, J. H. 


E Landover 


Feirson, A. M. 
Thunberg, P. H. 


Landover Kills 
Lynn, F. L. 
McHugh, T. F. 
Spencer, D. L. 


Laurel 
Kottke, F. J. 
Lady, H. W. 
Schiferl, M. 
Mayo 
McMurray, J. F. 
Mount Rainier . 
Alpert, M. 


Bernstein, S. P. 
Elchibegoff, I. M. 
kker, P. 


Liebling, H. I. 


Weiner, L. 


Newburg 
McGregor, H. E. 


North Chevy Chase 


. Fishburn, J. T. 


Pikesville 
Cahn, F. B. 


Princess Anne 
Maryland State Col. Lib. 


. Riverdale 
Shor, M. 


Rockville 
Bortz, N. M. 
Goldstein, S. 
Nagel, A. W. 
Sherman, R. U., Jr. 
Smigel, S. E. 
Williams, M. J. 


Salisbury 


State Teachers Col. Lib. 

Vincent, Carl E., 419 Smith 
St., P.O. Box 608 

Wolfe, M. I., 310 W. College 


Ave. 


Shadyside 
Wiers, P. 


Md.-Mass. 


Silver Spring 
Abel, K. N. K. 
Allen, J. W. 
Andrus, J. R. 
Ashida, T. H. 
Auxier, C. C. 
Bahn, A. 

Bahn, R. 
Baum, W. C. 
Bedansky, H. 


Bcokbinder, H. H. 


Boner, J. R.. 
Brill, D. H. 
Cchen, W. J. 
Covne, W. J. 
Curtis, D. W. 
Cushman, B. 
Devis, D. D. 
Devis, J. C. 
Doan, M. C. 
Dozier, H. D. 
Edmond, L. E. 


Fefierman, A. S. 


— 


Ferguson, A. R. 
Ficker, H 
Fisher, P. 
Fluker, J. R. 
Fried, E. R. 
Goldberg, J. P. 
Goott, D. 
Gorinson, M. 
Hagemann, J. K. 
Hasse, A. R 
Horowitz, M. A. 
Hudson, W. J. 
Ivy, M. M. 
Jones, A. C. 
Kantor, H. S. 
Kaplan, J. J. 
Kassalow, E. M. 
Kassalow, S. D. 
Limmer, E. 
Lipstein, B. 

Liu, T.-C. 


. Lowenstein, F. 


Lutin, D. L. 
Manovill, R. J. 
March, M. S. 
Maurer, L. D. 
Nelson, S. 


| Petruzelli, N. M. 


Pettingill, S. A. 
Roller, G. H. 
Saben, S. 
Sanborn, H. N. 
Sarames, G. N 
Schurr, S. H. 
Scoville, J. A. 
Shavell, H. 
Shiskin, J. 
Sloan, V. B. 
Stein, H. 
Treancr, G. R. 
Tsieng, S. C. 
Unstad, L. L. 
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Takoma Park 
Alexander, T. R. 
Anderson, L. M. 
Anderson, P. H. 


*Rubenstein, I. 


Saunders, L. G. 
Saunders, R. D. 
Weiner, M.L. , 
White, A. D. 
Yager, J. A. 


Towson 
Cook, R. G. 


University Park 
Larimore, T. R. T 


West Hyattsville 
Vogely, W. A. 


Westminster 


Western Maryland Col. Lib. 


Wheaton 
Barnett, H. J. 
Marimont, M. L. 
Newman, M. A. 
Rosenthal, J. 


Wheaton Park 
Pierce, E. A., Jr. 


Woodstock 
Flanagan, y W. W. 
Haller, J. A. 


MASSACHUSETTS 


Amherst 


Amherst Col. Lib. 
Cole, C. W. 
Gamble, P. L. 
Hardy, H. E. 
Haller, W., Jr. 
Howard, M. C. 
Keir, P. M. 
Kimball, M. 
Ludtke, J. B. 
Morris, B. R. 
Nelson, J. R. 
Rothenberg, J. 
Rothenberg, W. B. 
Rozman, D. 
Schempp, E. K. 
Schoeffler, S. 
Slede, R. C. 
Taylor, G. R. 
Thorp, W. L. 


1C 


Univ. of Massachusetts, Goo. 
ell Lib. 

Warne, C. E. 

Weiner, W. 

Westcoti, G. W. 


Andover 
Burns, E. J. 


Arlington 
Ernst, H. B. 
Grosse, A. P. 
Peret, J. C. G.. 
Robinson, R. 


Ashland 
Rallis, J. J. 


Auburndale 
Packard, R. M. 


Babson Park 
Alexander, J. 
Babson Inst. Lib, 
Ford, C. W. 
Payne, W. F. 


Bedford 
Vaughn, J. A. 


Belmont 


Redlich, F. L. 
Huse, C. P. 
Lintner, J. 


Boston 


Abbott, C. C. 

Albery, M. 

Babson, P. T. 

Baker, G. P. 

Barriger, J. W. 

Bellemore, D. H. 

Bieber, G. D. 

Bloomfield, D. 

Borden, N. H. 

Boston Athenaeum, 10 C 
Half Beacon St, 

Boston Pub. Lib., Copley < 

Boston Pub. Lib., Kirst 
Bus. Lib., 20 ‘City R 
Ave., ist Floor 

Boston Univ., Bus. Adm 
Lib. 605 Commonwea 


Ave. 

Boston Univ., Col. of Gi 
Educa Lib., 785 Commu 
wealth Ave. 

Boston- Univ. Lib., Col. 
Lib. Arts, 725 Comm 
wealth Ave. 

Boston Univ. Lib.," Sch. 
Pub. Rela. and Com., 
Exeter St. ‘ 

Boyd, H. L., Tr. 

Brown, T. H. 

Butters, J. K. @ 


{10 


Cherry, R. W. 

copeland, M. T. 

Corey, E. R. 

Cushman, F. M. 

De Fabinyi, T. G. 

De Fabinyi, T. I. 

Delano, M. S. 

Ellis, G. H. 

E. W. Faxon Co., Att. River- 
side, 83 Francis St. 

Field, M. 

First Nat. Bank of Boston 
Lib., P.O. Box 2016 

Gavin, M. H. 

Sillette Co. Mr. Robert S. 
Perry, Mkt. Res. 

Sirls High Sch., 75 W. Ne 
ton St. 

Glover, J. D. 

Srant, S. W. 

Hamilton, R. S. 

Hanson, A. W. 


. J. 
D. C. Heath and Co. 4 265 
Columbus Ave. 
Hennig, H. 
Till, R. J. 
4sia, H. Y. 
Tunt, B. C. 
Tunt, P. 
Jones, R. W. 
Kelley, J. W. 
Kingkade, W. B. 
Larson, H. M. 
Learned, E. P. 
Locke, H. D. 
MacDonald, W. D. 
Massachuselts State 
State House 
Masson, R. L. 
McDonough, C. A. 
McKinley, S. J. 
Meriam, R. S. 
Middendorf, H.S. 
Northeastern Univ. Lib., 360 
Huntington Ave. 
Sanders, T. H. 
3chlagenhauf, M. J. 
Selekman, B. M. 
Simmons Col. Lib., 300 The 
Fenway 
Smith, D. T. > 
Smith, G. A., Jr. 
3pulber, N 
Stampolis, A.- 
Stark, W. R. 
State Teachers Col., 
Huntington Ave. 
Stranga R. H. 
ae eg Univ. Lib., 53 Temple 


Rice, W.N. 
Thornton, R. H. 
l'obiasson, P. O. 
Tosdal, HSR. 
Furlev. T. F. 


Lib., 


625 


American Economic Association 


Ullman, A. 
Walker, G. R. 
Welden, W. C. 
Wertherner, R. G. 
Wilson, E. B. 
Wyche, C., Jr. 


Bradford 
Bradford Junior Col. Lib. 


Braintree 
Dymsza, W. A. 


Bridgewater 
State Teachers Col. Lib. 


Brighton 
Dafker, Frederick E. 40 
Fairbanks St. 
Myers, H. S. 
O'Connor M, C. 


Brockton 


rece Pub. Lib, Main 
te 


Brcokline 


Brown, D. V. 
Levitan, L. B. 
Sullivar, C. K. 


Brcoklyn 
Francis, Sister M. C. 


Buzzards Bay 
Knollmsyer, L. E. 


Atwater, T.V. V. Jr. 

Baba, M. 

Balderston, F. E. 

Banner, P. H. 

Bator, F. M. 

Berliner, J. S. 

Bishop, R. L. 

Black, I. D. 

Borenstein, B. 

Boshkog, Douglas G., Dane 
105A, Harvard Univ. 

Bourne. W. M. 


. Boyden, T. C. 


Brimmer, A. F. 
Broude, H. W. 
Brown, E. C. 
Burhans, V. D., Jr. 
Carpenter, H. M. 
Castro, A. A. 
Chamberlin, E. H. 
Clieringtan, P. W. 
Cole, A 

Coleman, J.R. 
Conant, L. 
Conrad, A. H. 
Crafts. P. C.. Tr. 


Massachusetts 


Donham, W. B. 
Dost, J. E. 
Douglass, G. 


Dunlop, J. T. 
Eckaus, 4 S 


ERA O. 
rlich, A. 


Fletcher, J. Lu de 
reeman, R. 
Frickey, E. 
Friedland, S. 
Galbraith, J. K. 
Gerrish, C. R, 
Gerschenkron, A. 
Gillis, F. E., Jr. 
Gordon, M. J. 
Gras, N. S. B. 
Grossman, G. 
Haterler, G. 
Haines, C. H. 
Hansen, A. H, 
Harris, S. E. 
Harvard Col., Lamont Lib. 
Harvard Col, Lib., Serials 


. Div. 

Harvard Untv., Liliauer Lib. 

Harvard Unw., Regional 
Planning Lib. 


` Hay, G. A., Jr. 


Henderson, J. M. 
Isard, W 
ames, x G. 
areken, J. 
Kavesh, RA, 
Kaysen, C 
Kempster, J. H. 


Key, V. O. 
Kindleberger, C. P. 
Krause, L. B 
Kuenne, R. E. 
Laursen, S. 
Leontief, W. W. 
Lindsay, R. 
Low, R. E. 
MacRae, D., Jr. 
Mason, E. S. 
Massachusetts Inst. of Tech., 
Hayden Lib. 
Menge, J. A. 
Meyer, J. R. 
Miller, H. L., Tr. 
Millikan, M. F. 
Mcdern, E. 
Monroe, A. E. 


.. 
Redcliffe Col. Lib., 3 James 


Rodwin, L. 

Rogers, B. A. 

Rosovsky, H 

Ruggles, C. O. 
Ryniewicz-Wisniewski, H. S. 
Samuelson. P. A. 


~ 


Massachusetts 


Sawyer, J. E. 
Scheic, K. G. 
Schlesinger, J. R. 
Schwab, T. J. 
Scott, I. O., Jr. 
Slichter, S. H. 


Smithies, A. L] 


Stieber, T. 


Summerfield, J. R. * 


Taylor, O H. 

Thresher, B. A. 

Tucker, D. S. : 

Velmonte, Jose EB, 14 
Chauncy St. : 

Von Mering, O. O. 

Wells, P. J. 

Westebbe, R. M. 

Williams, J. H. 

Willis, ?. B. 

Wilson, E. W. 

Wright, G. W. 

Zaremta, J. 


Chelmsford 
Scully, C. J. 


Chestnut Hill 


Boston Col. Lib., Bus. Sch. 

Bos:on Col. Lib., University 
Heizhts 

Brinser, A. 

Creamer, J. T. 

Donoghue, F. J. 

Duffy, 5 z 


jos 
m. W. 
McEwen, R. J. 


Chicopee 
Ciosek, C. P. 


Concord 
Cherington, C. R. 
Smith, E. K, 

Danvers 
Hartley, B. M. 


Dedham 
Petery, S. J. 


Dorchester 
Peters, K. W. 


Dover 
Nemethy, A. A. 


East Walpole 
Thompson, H. S. 


Fall River 
Bradford Durfee Tech. Inst. 
Fall River Pub. Lib. 
, Fitchburg 
State Teachers Col. Lib. 
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Framingham 


Belmonte, R. A. 
Dacey, W. J. 
Harriman, E. A. 
Kalafatas, P. J. 
Keir, J. S. 


Franklin 
Roddenbery, T. H. 


Great Barrington 


“Gifford, G. C. 


Harwood, E. C. 

Lyons, W. 
Greenwood 

Crowe, A. S. 


Haverhill 
Haverhill Pub. Lib. 
Hingham 
Bright, A. A. Jr. 
Harmon, R. P. 
Holliston 
Mosher, Burton S., Elm St. 


Holyoke 
Hemond, R. L. 
Pub. Lib. 

Jamaica Plain 
Alphen, J. H. 


Lancaster 
Stokes, C. J. 


Lexington 
Gray, D. H. 
Manchester, A. C. 
Puma, J. J. 


Lincoln 
Bliss, C. A. 


Longmeadow 
Clark, R. N. 


Malden 
Rodzenko, M. 


Medford 

Fletcher Sch. of Law and 
Diplomacy, Edwin Ginn 
Lib., Tufts Col. 

Halm, 'G. N. 

Manly, L. F. 

Phalan, J. L. 

Smith, N 


Melrose 
Calder, P. R. 

Milton 
Marrah, G. L. 


11 


Sullivan, J. F. 

White, D. J. 
Needham 

Welfing, W. W. 


Newburypcrt 
Dyer, L. A. 


Newton 


Allan, J. R. 

Newton Col. of the Sacre 
Heart, Lib., 885 Centre 5 

Newer Free Lib., 414 Cent 
j. 

Ofria, J. F. 


Newton Center 


Danburg, S . 
Lurensky, R 

Perles, B. M. 

Ullian, F.S. 


Newton Eighlands 
Gokhale, M. 


Newtonville 
Grip, R. H. 
Kobbrock, J. P. 


Northampton 
Chapman- J. A 
Douni Ri 
Faulkner, H 
Lowenthal, pU 
Lumpkin, K. D. 
Smith Col. Lib. 
Taber, M. V. " 
Willett, E.F. 


North Easton 
Stonehill Col. Lib. 


Norton 
penning: H.C. 
ay, G. 
Wheaton Col. Lib. 


Norwood 
Miernyk, W. H. 
Nelson, R. A. 

Pittsfield 
Feigenbaum, A. V. 


Plymouth 
Farrell, J. 

Quincy 
Garity, P. F. i 


Reading 
Dube, P. E. 


Rockland , 
Barry, T. W. 
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Roslindale 
Massell, R. C. 


Roxbury 
Terman, S. 


Salem 
Stale Teachers 
Loring Ave. 

Isher, A. P. 
Scituate Center 
Doody, F. S. 


South Acton 
ihultz, G. P. 


South Boston 
"ontons, A. J. 


South Braintree 
Vright, V. P. 


South Dennis 
wady, E. H. 


South Hadley 
bbott, L. 
‘omstock, A. 
‘ewes, A. 
fount Holyoke Col. Lib. 
South Lancaster 
tlantic Union Col. Lib. 


Springfield 
merican Int. Col. Lib. 
rawford, R. W. 

& C Merriam Co., Edit. 
Dept. f 
umphry, J. A. 
'Connor, L. A. 
bringfield Col. 
Hickory St. 


Tufts College 
ufts Col. Lib. 


Waban 
stabrook, V. T. 


Wakefield 
?Imore, C. W. 


omins, H. N. 
"illett, E. R. 


Waltham 
randeis Univ. Lib. 

Wafe 
umas, Hermann A. 75 
Wleasant St. 


Watertown 


cDonald,@V. J. 
cKie, J. W. 
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Wellesley 


Clemence, R. V. 
Freeman, E. S. 
Jenks, L. H. 
Killough, H. B. 
Killough, L. W. 
Lambie, J. T. 
Pine Manor Junior Col. Lib. 
Rosenbloom, H. 
Smith, E. L. 
Smith, L. 
Wellesley Col. Lib. 


Wellesley Hills 
Babson, R. W. 
Elder, R. F. 
Hastings, M. H. 
Quirin, E. L. 
Williams, J. B. 

Westfield 
Milstein, G. 


West Newton 
Segal, R. M. 


Weston 


Beatty, Sister M. A. 
Neal, A. C 


West Roxbury 
Pfau, F. X. 


Westwood 


Burtt, E. J., Jr. 


Wilbraham 
Ronk, S. E. 


Williamstown 


Bowen, H. R. 
Despres, E. 


- Gordon, K. 


Meier, G. M. 
Parker, W. N. 
Williams Col. Lib. 


Winchester 


Buros, A. 
Jolley, E. O., Jr. 


Wollaston 
Rankin, A. F. 
Gery, F. W., Jr. 


Worcester 


Assumption Col. Lib. 
Clark Univ. Lib., 1 Downing 
St. 


Crompton, G. 

Erickson, R. A. 

Hogarty, E. J. 

Holy Cress Col. Lib. 

Kelley, John B., 23 Eastern 


ve. 
Lucas, A. F. 


Mass.-Mich. 


Lukens, S. J. 
Maxwell, J. A. . 
McDermott, T. J. 
Melder, F. 
Peragallo, E. 


£u R.L. 
affer, S. 


Sharfman, N, 

"Sharfman, S. 

State Teachers Col, 486 
Chandler St. 

Worcester Free Pub. Lib. 
Main Lib., 12 Elm St. 

Worcester Poly. Inst. 

Zukowski, W. H. 


MICHIGAN 
Adrian 
Adrian Col. Lib. 
Weiss, H. A. 


Albion 
Albion Col. Lib. 


Allen Park 
Mennick, W. F. 


Ann Arbor 
Ackley, G. 
Anderson, G. R. 
Boulding, K. E. 
Brown, D. S. 
Brown, E. H. G. 
Buckberg, A. 
Clewett, R. L. 
Cook, L.D. > 
Cowan, D. R. G. 
Cowan, R. K. 
Crafton, L. J. 
Davisson, C. N. 


"Dawson, J. P., ITI 


de Janosi, P. E. 
Dent, J. K. 
Dickinson, Z. C. 
Eiteman, W. j. 
Elliott, M. 

Filie, F. A. 
Ford, R. S. 
Frisinger, H. H. 
Griffin, C. E. 
Haber, W. 
Jamison, C. L. 
Johnson, R. S. 
Katona, G 
Klein, S. A. 
Lansing, J. B. 
Lederle, J. W. 
Levinson, H. M. 
Maynes, E. S. - 
McCracken, P. W. 
Meany, E. L. 
Morgan, J. N. 
Mueller, E. 
Musgrave, R. A. 
Myers, A. H. 
Obelsky, A. J. 


Michigan 


Palmer, W. B. 

Paton, W. A. 

Paton, W. A., Jr. 

Peterson, G. S. 

Phelps, D. M. 

Pub. Lib., E. Huron and N. 
Thayer St. 

Remer, C. F. 


Riegel, J. W. * 


Robertson, L. 
Rodkey, R. S 
Runyon, H. R 
Schlatter, W. V]. 
Schneider, T 
Schroeder, G. A. 
Shaffer, E. H. 
Sharfman, I. L. 
Shulman, M. H. 
Shulman, R. B. 
Snyder, J. 
Staebler, N 
Stevenson, R. A. 
Stolper, W. F. 
Teng, L. L. C. 
Then ee M. 
Trinkl, F 

Tybout, R. ae 
Univ. of MR Gen. Lib. 
Valavanis-Vail, S. 
Watkins, L. L.- 
Wenrick, E. D. 
Wernette, J. P. 
Wolfson, R. J. 
Woodworth, G. W. 


Belleville 
Smith, H. M. 


Big Rapids 
Andersson, H, F. 


Birmingham 
Crane, W. A. 
Hartwell, J. M. 


Bloomfield Hills 
Yntema, T. O. 


Dearborn 
Baume, A. H. 
Bowen, C. M. 
Charles, R. A. 
Eggert, R. J. 
Henry Ford Community Col. 
of Dearborn, Lib., Lois at 
EN. Ave, 

Hitchings, G 

Miller, A. R. 

Obal, T. J. 

Olejarczyk, K. J. 

Pierce, K. W. 

Price, G. B. 

Sagan, J. 


Detroit 


Anderson, E. H. 
Badger, R. E. 
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Baker, O. P. 

Biggs, R. M. 

Birch, Cecil M., Univ. A 
Deboit, McNichols Rd. 
Livernois 

Bornstein, M. 

Bourne, H. A. 

Brazer, H. E. 

Brazer, M. C. 

Brown, C. F. 

Bryan, W. 

*Burhop, J. W. 

Caverly, H. L. 

Channing, M. G. 

Court, A. T. 

Demmer, R. A. 

Detroit Inst. of Tech., 2020 
Witherell St. 

Detroit News, Catlin M. em. 
Lib, 615 W. Lafayette 
Bhd. . 

Detroit Pub. Lib., Downtown 
Lib., 121 Gratiot Ave. 

Detroit Pub. Lib., Period. 
Div., 5201 Woodward Ave. 

Dobrovolsky, S. P. 

Du Brul, S. M. 

Ekland, L. M. 

Fitzgerald, L. E. 

Friedman, Bernard, 
Fullerton 

Friesen, H. N. 

Gen. Motors 
Rela, Lib., 
Motors Bldg. 

Gerard, I. 

Haines, G. H. 


2722 


Corp., Pub. 
11-235 Gen. 


Howard, "Sister. J. M. 

Hurwitz, J. C. 

Jancauskas, R. 

Joffe, B. M. 

Johnson, J. J. L. 

Kahn, M. L. 

Kirk, L. K. 

Klein, T. M. 

Kroopnick, E. 

Lagerquist, W. W, 

Landuyt, B. F 

Levin, S. M. 

Levine, E. 

Long, T. G. 

Mattila, J. M. 

McCutchan, C. W. 

McEachren, J. W. 

Mendelson, M., 4100 Joy Rd. 

Misner, Arthur O., Denby 
High Sch., 12800 Kelly Rd. 

Naylor, R. W. 

Nevin, J. R. 

Paster, Í. 

Pearse, R. F. 

Pearson, O. P. 

Perine, E. R. 

Perine, F. A. 

Price, A. J. . 
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Pucciani, Francis, 139 
Forrer 

Raiford, Frank P., Jr., 13 
Broadway 

Sacks, S. 

Saltzman, A. W. 

Schnicker, O. C. 

Schumer, W. 

Seltzer, L. H. 

Shapiro, Ei 

Smith, H 

Stewart, 0. By 

Stocker, N. R. 

Stockler, M. I 


Straus, E. M. 


Strickland, E. S. 

Strickland, M. A. - 

Thompson, W. H. 

Tonat, E. 

Trend, H. G. 

Troxel, C. E. 

Univ. of Detroit, Dowh 
Hall Lib., 651 E. Jeffers 

Univ. of Detroit Lib., k 
Nichols Rd. at Livernots 

Usher, T. H. 

Wayne Univ. Lib., 4841 C 


ve. 
Weinberg, N. 
Weiner, C. M. 
Weiss, L. W. 
Westhoff, W. 
Zdeb, M. G. 


East Lansing 
Adams, W. 
Boedecker, K. A. 
Brainard, H. G. 
Brakora, F. P. 
Cline, D. C. 
Cowden, T. K. 
Hendrickson, H. G. 
Hirschberg, P. S. 
Hunter, J. M. 
James, L. M. 
Killingsworth, C. C. 
Lemke, B. C. 
Lindholm, R. W. 

. Michigan State Col. Lib. 
~ Moore, D.A 
O'Beirne, B. E. 


: Rall, L 


Reynolds, W. M. 
Ritter, L. S. 
Sees M. T, J: 
egal, M. J. 
Shull, F. A., Jr. 
Simonds, R. H. 
Smith, V.E. ' 
Traywick, L. E. 
Vincent, W. H. 
Voertman, R. F. 
Witt, L. W. Yr. A 
Wyngarden, H. J. 


Farmington e 
Heliker, G. B. 
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Flint 
Baker, H. B. 
Kint Pub. Lib., E. Kearsley 
t 
Junior Col. Lib., Oak Grove 
Stevens, G. D. 


Grand Rapids 


Calvin Col. Lib., 1345 Frank- 
lin St., S.E. 

De Korne, B. L. 

Grand Rapids Pub. Lib., Ref. 
Depi., Ryerson Lib. Bldg. 

Haas, PI 

Hynes, C. V. 

Kremble, G. J. 

Philips, G. E. 

Stang, Sister M. B. 

Van Orden, R. M. 


Grosse Pointe 
Holder, F. C. 


Grose Pointe Woods 
Stricker, A. K., Jr. 


Highland Park 
Highland Park Junior Col. 
ib., Glendale and Third 
McGregor Pub. Lib. 

Smith, T. P. 
Hillsdale 


Hillsdale Col. Lib. 
Sherman, W. R. 


Holland 


Horner, R. R. 
Hope Col., Grave Lib. 
Yntema, D. B 


Houghton 
Green, J. L. 
Michigan Col. of Mining and 
Tech. Lib. 
Huntington Woods _ 
Borden, S 
Inkster 
Connors, R. G. 


Ironwood 
Gogebic Junior Col, Lib. 


Jackson 
Jackson Junior Col. Lib., 
Jackson High Sch. Bldg., 
Wildwood Ave. 


Jackson, Pub. Lib. Main 
Lib, 244 W. Michigan 
Ave. 
* 

Kalamazoo 
Beem, E. R. 


Bigelow, HeF. 


American Economic Association 


Bowers, R. S. 


. Carlson, T. L. 


Copps, J. A. 
Kalamazoo Col., 
Mem. L 
Lander, N. E. 
Moore, F. W. 
Patton, M. 
Todd, P., Jr. 
Western Michigan Col. 
Educa. Lib. 


Lansing 
Carlin, E. A. 
Gustafson, G. A. 
Lansing Pub. Lib., 210 West 
Shiawasee St. 
Mifhigan State Lib. 
Wirick, G. C., Jr. 


Livonia 
Adamson, R. K. 
Eveland, D. H., 27610 Ter- 
rence Dr. 
Jenkins, R. S. 


. Marquette 

Hartwig, R. T. 

Northern Beas Col. of 
Educa. Lib 


Monroe 
St. Mary Convent, Col. Dept. 
Lib. 


Mount Pleasant 


Central Michigan Col. of 
Educa. Lib. 

Ryder, W. S. 

Smith, P. M. 


Muskegon 
Hackley Pub. Lib., Period. 
Room, Webster "Ave. at 
Third St. HEC PEE 


-~ Nazareth 


; ^ Nazareth Col. 


Niles 
Senior High Sch. Lib. 


North Muskegon 
Thurston, H. M. 


Northville 
Shaw, Joseph H., Route 1 


Oak Park 
Cohen, M. A. 


Olivet 


- Olivet Col. Lib. 


Tulasiewicz, B. J. 


Mandelle 


Mich.-Minn. 


Orchard Lake 
St. Mary's Col. Lib. 

Plymouth 
Ransom, L. O. 


Richland 


Wenzel, J. T. 


Rochester 


of Brown, S. L. 


Royal Oak 
Amey, J. D. 
Royal Oak Pub. Lib. 
Saginaw 
Adams, F. G. 
Adams, W. W. 


Hoyt Pub. Lib, 
Pheiffer; J. E. 


Sault Ste Marie 
Dickison, W. E. 


Tawas City 
Rood, J. R. 


Willow Run 


Jones, J. B. 


Wyandotte 
Chien, R. I. 

Ypsilanti 
Mancell, P. M. 


Michigan State Normal Col. 
Lab 


Simpson, J.W. 
Thomas,.P. S. 


MINNESOTA 
Bemidji 


State Teachers Col. Lib. 


-Brainerd 


Andersen, L. C. 


Collegeville 
Schirber, M. E, 
Soukup, G. J. 


Duluth 


Adams, W. B. 


Col. of St. Scholastica Lib. 

Davidson, E. 

Duluth Pub. Lib. Ist Ave. 
West and 2nd St. 

Haworth, C. L. 

Meyers, C. H. 

Sielaff, R. O. 

Univ. a Aranese Duluth 
Br. Lib 


Excelsior 
Borchardt, H. G. 





Minn.-M:ss. j 


Burns, W. T. 


Hibbirg 
Hibbing Junior Col, Lib. 
Patchin, S. A. 


Le Suatr E L! 


Jones, F. C. 


Mankato 


Mankato Free Pub. Lib. 
State Teachers Col. Lib. 


Minneapolis 
Albrecht, V. N. 


Augsburg Col. eon 21st Ave. . 


and 7th St., 

Benewitz, M. č 

Boddy, F. M. 

Borak, A. M. 

Brody, S. ` 

Brownlee, 0. H. 

Canoyer, H. G, 

Carlson, K. E. 

Cheit, E. F. 

Chernick, J- 

Detlefsen, G. R. 

Fed. Res. "Bank, Lib. 

Filipetti, G. 

Fox, H. G. 

Hamiltcn, James A., Course 
in Hospital Admin., Univ. 
of Minnesota, 428 Walnut 
SL, SE. 

Heller, W.W. 

Hambat d D. 

Hoggatt, A. C. 

Holloway, R. at 

Hsieh, D. S.C 

Jewett, R. B. 

Kozelka, R. L. 

Lewis, E. H. 

Litterer, O. F. 

M L. n 

Magofün, J. W 
oney, T. 

Moa P lo 

Meyerd:ng, C. E. 

Minneabohs Pub. Lib., 1005 
and Henepin Ave. 

Minneapolis Pub. Lib., Mu- 
nicipal Ref. and Bus. Br., 
217 S. 6th St. 

Nelson, C. L. 

Nightingale, E. A. 

Ostlund, H. J. 

Papaadreou, A. G. 

Peterson, J. M. 

Remington, H. G. 

Roulston, R. R. 

Rozental, A. A. 

Smith, H. M. 

Stehman, J. W. 

Stieve-, R. J. 

Turnbull, J.G. 

Ulman, L. 


Geographical List 


Univ. of Minnesota, Ind. 
Rela. Center, 112 Vincent 
Hall 

Univ. of Minnesota Law Sck. 

Unis. of Minnesota Lib. 


Univ. of Minnesola, Sch. of 


Bus. Admin., 127 Vincent 
Hall 

Upham, C. B. 

Vaile, R. S. 

Wallerstein, L. B. 

*Walton, S. D. 

Wheeler, J. T. 

Yoder, D. 


Moorhead 
Concordia Col. Lib. 
Hjelmstad, J. H. . 
State Teachers Col. Lib. 


Northfield 
Bianchi, R. 
Carleton Col. Lib. 
Harrison, A. M. 
St. Olaf Col, Lib. 
Shefveland, O. E. 
Sogge, T. M. 


Rochester 


Rochester Junior Col, Lib., 
Coffman Bldg. 


St. Cloud 
State Teachers Col. Lib. 


St. Joseph 
Col. of St. Benedict Lib. 


St. Paul 


Bunkers, E. W. 

Carlson, Ronald K., 906 St. 
Clair Ave, Apt. 1 

Cavert, W. L: 

Cochrane, W. W. 

Col. of St. Catherine Lib. 

Dowell, A. A. 

Durfee, W. D. 

Erlon, L. A. 

Gearty, P. 

Gillett, G. C. 

Hamline Untv., iron, Dept. 

Hamline Univ. L 

Heneman, H. G 

Herbert, C. P. 

Houston, G. S. 

James Jerome Hill Ref. Lib. 

jus O. B. 
hn, L. G. 

Koller, E. F. 

Macalester Col. Lib. 

Manning, T. W. 

Marburg, T. F. 

Minnesota. Hist. Soc. 

Minnesota Mutual Life Ins. 
Co., 156 E. 6th St. 

Mueller, F. H. 
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St. Paul Pub. Lib, Oi 
C LUE 4th and Washin; 


Sielaff, T. J. 

Simler, N. J. 

Univ. Farm Lib. 

Univ. Farm, Wade M 
Lib, Agric. Econ., 
Haecker Hall 


“Watkins, David R., Col 


St. Thomas Lib. 
Young, F. A. 
St. Peter 
Gustavus Adolphus Col. L 


Virginia 
Junior Col. Lib., 
Bldg. 
Winona 


Schulte, Sister M. Y. 

Shannon, R. L. 

Winona State Teachers ( 
Maxwell Lib. 

Woods, R. M. 


Worthington ^ 
Worthington Public Schoo 


MISSISSIPPI 


Alcorn | 
Alcorn A. and M. Col. L 


Cleveland 
Delta State Teachers 4 
Roberts Mem. Lib. 
Clinton 
Mississippi Col. Lib. 


Columbus 


Mississippi State Col. 
Women, J. C. Fant 1 
Box E, Col. Sta. 


Corinth 
McPeters, W. L. 


Fulton 
Itawamba Junior Col. Lil 


Hattiesburg 
Greene, J. A., Jr. 
Mississippi " Southern 

Lib. 
Mississippi Woman's 
Lib. 


Techn 


Jackson 
Millsaps Col, Carnégie-1 
saps Lib 
Wallace, E. S. 
Mississippi City 
Dillaber, P. D. e 
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Starkville 
Greenhut, M. L. 


State Collegs 
Christian, W. E. 
Kelly, T. A. 
Me State Col., 


Wofford, B. M. 


Tougaloo 
Tougaloo Col., Eastman Lib. 
University 
Brown, H. G. 
McKinney, D. H. 
TrumtEuL, W. P. 
Univ. af LE Lib. 


Wallace, R. 
Wiegand, G. C 


Wesson 
Copiah Lincoln Juaior Col. 


MISSOUFI 


Berkeley 
3owsher, N. N. 


Boonville 
Kemper Mil. Sch. Lib., 3rd 


Brentwood 
Winston, C. M. ` 


Canton 
7ulver-Stocbion Col. Lib. 


Carthage 
Jakley, C. K. 


Columbia 
Jauder, R. S. 
Jrake, C. G. 
lartkemeie-, H. P. 
Iolm, D. S. d^ 
‘ohnson, D. R 
amb, J. F. 
.eeman, W. A. 
Aurdock, J. C. 
Yelson, E. A. 
cott, DR 
ihawver, D. L. 
Wephens Col. Lik. 
itubbs, F. L 
“racy, T. G. 

Univ. of Missouri Lib. 
Valker, P. C. 
Vennberg, S. G. 
Vood, E. 


@ Fayette 
rentral Col. Lib. 
'uckett, E. P. 
Vatson, EO, 


American Economic Association 


Fulton 
Westminster Col., Reeves Lib. 


Glendale 
Stockham, J. R. 


Hannibal 
Taylor, V. W. 


Independence 
Ellsworth, J. O. i 


Jefferson City 


Lincoln Univ. Lib. 
Missouri State Lib., State 
Odfice Bldg. 


Joplin 
Joplin Junior Col., 4th and 


Byers 
Landreth, E. H. 


Kansas City 


Altschul, E. 

Billington, W. T. 

Bryant, W. D., Community 
Studies, Inc., 928 Main 
t 


Cassidy, W. J. 
Cawthorne, D. R. 
Cooper, K. L. 
Davis, H. B. 
Eckley, R. S. 
Edmiston, H. H. 
Faust, L. M. 
Fed. Res. Bank Lib. 
Fisher, G. C. 
Hodges, J. R. 
Kansas City Pub. Lib., 9th 
and Locust Sts. 
Otto, I. H. E. 


Rockhurst Col. 
Troost Ave 
Soldofsky, R. M. 
Tow, C. W. 
Univ. of Kansas City Lib., 
5100 Rockhill Rd. 
Weygint, N. B. 


Kennett 
Kennett High Sch. 
Kirksville 
Aukerman, R. C. 


Northeast Missouri 
Teachers Col. 


Kirkwood 
Abbott, W. J., Jr. 
Dauten, CA 


Lib., 5225 


State 


Miss.-Mo. 
Lexington 
Wentworth Mil. Acad. Lib. 


Liberty 
Wiliam Jewell Col. Lib. 


í Marshall 
«Missouri Valley Col. Lib 


Memphis 
Bedford, J. B. 


Nevada 
Cottey Col. Lib. 


Parkville 
Hauptmann, J. 
Park Col. Lib. 
Sun, N. M. 


Rolla 
Missouri Sch. of Mines Lib. 


St. Charles 


Lindenwood Col. Lib. 
Moore, J. B 


St. Louis 
Becker, J. M. 
Beckerle, V. J. 
Biven, W. C. 
Boettler, H. F, 
Brown, L. C. 
Buchan, L, J. 
Coleman, G. W. 
Curtis, L. S. 
Deming, F. L. 
Gilliland, C. E., Jr. 
Sordman, H > 
(Gregory, 
Gruenberg, G. W. 
Harris Teachers Col. Lib., 

5351 Enright Ave. 
Hauhart, W. F. 
Hinman, A. G. 
Hirsch, W. Z. 
Hochwald, W. 
Ischboldin Al Bakri, B. 
Land, P. 

Legan, W. E. 
Lewis, J. K. 

Linzee, H. E.: 
Lippincott, I. 


` Livingston, D. A. 


Loeb, I. 
Lotshaw, E. P. 
Martin, D. D. 
Martin, L. W. 
Mercantile Lib., 508 Locust 
St. 
Moyers, A. C., Jr. 
Miller, J. W. 
Molano M., A. 
Murphy, J. C 
Nph ister M. E. 





Mo.-N.H. 


Neuhoff, R. E. 

O'Neil, H. J. 

Payne, J. B 

Phelan; T 

Porter, R. L. 

Quinn, T. F. 

St. Louis Prep. Sem., Stu- 
denis Lib. 5200 Glennon ` 


St. Louis Pub. Lib, Olive, 
13th and I4th Sts. 

St. Louis Univ., Sch. of 
Com. and Fin, Lib., 3674 
Lindell Baud, 

Schloss, H. 4. 

Schoen, S. H. 

Schwier, A. S. 

Schwier, l F. 

Silvanie, H. 

Silvanie, S. R. 

Sobel, I. 

Sorkin, C. À. 

Stockwell, 3. E. 

Stowe Teackers Col. Lib., 2615 
Pendleton 

Thornboroagh, W. G., Jr. 

Washingtor. Univ. Lib., Skin- 
ner and Lindell : 

Wenzlick, 3. 


Springfield 
-Drury Col. Lib. 
Southwest Missouri State Col. 
Lib. 
. Tarkio 
McCollouzh, E. V. 
Tarkio Ca. Lib. 
University City 
Upton, R. M. 
Warrensburg 
- Central Missouri State Col. 
Lib. S 
Washington 
Young, L 


Webster Groves 
Muth, R. F. 
Noble, J. H. 
Webster Col. Lib. 


Willow Springs 
Weiler, R. E. 


MONTANA 
Billings 

Cooper, V. 

Dept. ef the Int, Bur. of 
Reclamation, Regional Lib., 
P.O.3. 2130 

Fuchs, E. R. 

. Kipp, K. 

Parsons, O. A: 


\ 
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Bozeman ! 


Baker, C. B. 
Ren Me M., 517 W. Koch 
"i 


Montana State Cal. Lib. 
Renne, R. R 


Butte 
Montana Sch. of Mines Lib. 
Dillon 


Western Moniana Col. 
Educa. 


Glendive ] 
Brown, Milo, Box 782 


Helena s 
Carroll Col. Lib. 


Missoula 
Ely, R. J. W. 
Helbing, A. T. 
Hoflich, H. J. 
Miller, R. G. 
Smith, T. H. 

State Univ. of Montana Lio. 
Stock, L 

Su bene f. W. 

Taylor, N. E. 

Whitesel, T. L. 


NEBRASKA 
' Blair 
Dana Col. Lib. 
Snowbeck, A. J. 


Chadron 


Nebraska State Teachers Col. 
Lib. 


Crete 


Doane Col. Lib. 
Nelson, S. 


Fremont 
Midland Col. Lib. 


. Hastings 
Hastings Col. Lib. 


Iudianola 
Barbour, E. 


Lincoln 


Bourne, R. M. 
Bullock, T. T. 
Burnett, J. O.- 
Crawford, R. P. 
Dein, R. C. 
Elliott, C. M. 
Fullbrook, E. S. 
Hicks, C. M. 
Kennedy, C. J. 
Latta, M. C. 


of 


Le Rossignol, J. E. 

Lincoln City Lib. 

McNeill, C. E. 

Miller, C, J. 

Mitchell, C. C., Jr. 

Moeller, W. E. 

Palmer, E. Z. 

Peterson, W. C. 

Polkinghorn, R. S. 

Roberts, F. L. . 

Schmidt, E. B. 

Thoman, C. B. 

Union Col. Lib., Col. 
Sta. 

Univ. of Nebraska Lib. 

Weeks, D. H. 

Whitney, R. C. 


Omaha 


Begley, J. P. 

Creighton Univ., Centra 
25th and California 5 

Cusack, L. A 

Downing, W. G. 

Jones, W. J. 

Kimball, Mother J. 

Lucas, J. W. 

Municipal Univ. of ( 


Omaha Pub. Lib., Cor 
and Harney Sts. 
Walsh, F. E. 
Scottsbluff 
Scottsbluff Junior Col. 


Seward 


Concordia Teachers Col 
$00 N. Columbia Av 


Waverly 
Poteet, M. L. 
Wayne 
State Teachers Col. Lib 
NEVADA 


Carson City 


Employment Security 
Capitol Annex Bldg. 


Reno 


. Clark, W. E. 


First, R. K. 

Gordon, L. D. 

Grey, A. L., Jr. 

Palmer, W. 'S., Jr. 

Plumley, A. I 3 

Univ. of Nevada Lib. 

Washoe County Lib., 
2151 


NEW HAMPSHIE 


Concord 


New Hampshire State . 
Williams, C. . 


Shafer, J. E. 
Univ. o 
Hamon Smith Lib. 


Exeter 
Lockhart, O. C. 


Hanover 
Bell, H. P. 
Cusick, J. : 
Dankert, C. E. 
Dartmouth Col., 

Sck. Lib. 
Dartmouth Col. Lib. 
Duncombe, H. 
Griswold, J. A. 
Gruen, B. A, 
Gruer, E. D. 
Hines. L. G. 
Keir, M. 
Knight, B. W. 
Lindahl, M. L. 
Marx, D., Jr. 
McDonald, J. L; 
Olsen, H. V: 
Ransmeier, J. S. 
Rice, L. P. 
Shaw, H. F. R. 
Sikes, E. R. 


Keene 
Hayn, L. F. 


Manchester 


Manchester City Le. 
St. Anselm Col. Lic. 


_ New London 
Colby Junior Col. Lib. 


Wilton 
Sweezy, P. M. 


NEW JERSEY 
Allendale 
Foster, J. R. 


Bayonne 

Bayonne Free Pub. Lib., Ave. 
C and 31st St. 

Connair, N. R, 

Garbalinski, W. 

Rolnick, R. L. 

USNSR & DF Lib, NSCS 
Supply Office, U. 3. Naval 
Supply Depot 


Amos Tuck 


Beachwood 
Blovde, H. T. 


Belleville 
Ludlow, Iè. T. 


New Hampshire, ` 


American Economic Association 


Bergenfield 
Chenkin, A. 
Seligman, B. B. 


Bernardsville 
Reynolds, T. J. 


Bloomfiald 
Bloomfield Col. and Sem. Lib. 
Wedaa, H. W. 

Boonton Manor i 
Willer, H. R. 


Bound Brook 


Beetham, R. C. 
Berkowitz, M. 
Maarschalk, C. G. D. 


Bridgeton 
Flynn, O. R., Jr. 


Burlington 
Oliver, D. R. 


Caldwell 


Caldwell Col. Lib. 
Morrow, D. W. 


Camden 
Andruszko, J. W. 
Col. of South Jersey, B. B. 
aclarir Lib., 406 Penn 


Schulman, R. 


Clifton 
Mikoljon, S. J. 
Sarracino, M. A. 


Convent Station 


Col. of St. Elizabeth, Santa 
Maria Lib. 


Cranford 
Simpson, J. R. 


Cresskill 
Bennett, R. F. 


Dumont 
Baker, N. H. 


East Orange 

Auerbach, I. M. 

Baker, R. G. 

Beck, M. 

East Orange Free Pub. Lib. 

Ehrlich, E. G. 

Ehrlich, O. H. 

Schoenbeck, H. 

Clifford J. "Scott High Sch., 
Soc, Studies Dept., 129 
Renshaw Ave. 

Toren, J. W. 


- 


Upsala Col. Lib., 339 Pros- 
pect St. 
Elizabeth 
Elizabeth Free Pub. Lib. 


Englewood 
Blank, D. 
* Reisman, G.F. 
Sanderson, R.M. 
Templeton, J. M 
Warner, A. W. 

Englewood Cliffs 
McLaren, W. W. 


Fair Haven 
Moeller, C., Jr. 


Fair Lawn 
Heatherington, D. F. 


Fanwood 
Stalnaker, A. C. 


Florham Park 
McKinley, G. W. 


Fort Lee 


Carskadon, A. K. 
Carskadon, J. H. 
Morris, V. F. 
Taylor, I. H., Jr. 


Fort Monmouth 
Post Lib., Special Services 


Freehold 
Hermann, H. 
Gien Ridge 


Hasbrouck, H. C. 
Van Nimwegen, L. 


Hackensack 
Ackerman, G. F. 

Russak, M. 

Hackettstown 
Centenary Junior Col. Lib. 
Seay, E. W 

Haddonfield, 

Hess, A. P, Jr. 


Highland Park 
Winters, R. A. 

Hillside 
Kiernan, C. J. 


Hoboken 


Bernheim, G. B. 

Lesser, A., Jr. 

Stevens Insi. of Tech. Lib. 
Weinwurm, E. H. 


N.H.-N.J. 


e DN 


New Jersey 


Irvingtoa 


| Free Public Lib. 


Freund, W. C. 


Jersey City 

Duffy, J. R. 

Heldman, H. H. . My 

Jerome, L. R., Jr. 

Jersey Chy Free Lib., 472~° 
486 Jerzey Ave. 

Jersey City Junior Col. Lib., 
Crescent and Harrison 
Aves. 

Michalik, E. A. 

Pitts, A., Jr. 

St. Peter's Col, George F. 
ra Lib., 2641 Hudson 

lv 


Keyport 
Viner, E. A. 


Lakewood 


Georgian Court Col., 
Mem. Lib 


Farley 


Leonia 


Maurer, W. J 
Ruffley, R. F. 


` Linden 
Oberg, R. W. 


Little Silver 
Merkt, D. E. 


Livingston 
Murphy, A. S. 


Long Branch 
Wood, D. T. 


Long Valley 
Donnelly, G. P. 


Lyndhurst 
Lothian, J. E. 


Madison 
Buxton, H. C, Jr. 
Cranmer, 
Mir o Rudoiph, 29 Green 


Drew Univ, Lib., Brothers 
Col. 
Schuliz, R. 
Maplewood 


y, G. 
Gon, L W., Jr. 
Model, ^ j 


Martinsville 
Karpinsky, W 
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Metuchen 


Rubenstein, H. L. 
Walter, J. T. 


Montclair 
Carpenter, M. J. 
Herz, H. 
Hubbard, J. B. 
Montclair Free Pub. Lib. 
Church St. and Valley Rd. 
State Teachers Col. Lib. 
Townsend, M. D. 
Walker, Q. F. 


Morristown 
Streeter, T. W. 


Newark e 


Binenstock, M. 

Bus. Br. of the Lib., 34 Com- 
merce St. 

Compensation Rating and In- 
spection Bur., 1203 Mili- 
tary Park Bldg. 60 Park 


Doerflinger, W. J. 

Finck, D. H. 

Flink, S. 

Hagios, J. A. 

Haskell, M. A. 

Hoffman, S. S. 

Juster, F. T. 

Klein, J. H. 

Kreger, H. R. 

Neifeld, M. R 

Otto, E. A. 

Prudential Ins. Co. of Amer., 
Bond Dept. 

Pub. Lib., Periodical Lib., 5 
Washington St. 

Rhodes, E. E. 

Russell, A. E. 

Rutgers Univ. Lib., 40 Rector 


i St. LH 
aggart, J. H. 
Tharp, E. 

Weisenfeld, A. 


New Brunswick 
Agger, E. E. 
Alexander, R. J. 
Bagley, W. C., Jr. 
Daniel, E. B. 
Dertouzos, D. N. 
Ehrlich, H. B. 
Gideonse, M. 
Hoegstedt, R. 
Hopkins, F. W. 
Kastelansky, G. S. 
Keller, H., Jr. 
Kohr, L. 

Kurihara, K. K. 

Mitchell, B. 

Murad, A. 

New ee Col. for Women 


Pearce, J. J., Jr. 
Rutgers Univ. Lib. 
Solo, R. A 

Street, J. H. 
West, M. E. 


Nixon 
Brown, S. 


North Bergen 
de Hermida, F. A. 
Kwestel, S. 


North Plainfield 


Huber, M. L. 
Moore, G. H. 


Nutley 


Little, W. J. 
Mayrer, G.F. 


Oradell 
Warner, D. A. 


Orange 
Bennett, P. A. 
Ehricke, K. N. 
Ortner, R. C. 


Passaic 
Brown, R. L. 


Pennsauken 


Carlip, A. B. 
Carlip, V. 


Perth Amboy 
Perth Amboy Pub. Lib. 


Plainfield 
Holman, W. J., Jr. 
Starkweather, L. P. 
Steinberg, G. T. 


Princeton 


Baker, H. 
Ballantine, J. W. 


Blumenthal, W.M. 

Brown, J. D. 

Chandler, L. V. 

Cleland, S. 

Clemen, R.A. 

Durkin, E. M. 

Earle, E. M, 

Edwards, E. O. 

Feis, H. 

Fenn, William P., Fuki 
Christian Univ., 4 Cher R 


. Fenn, William P., , Han 


chow Christian Col., "4 Ob 


Rd. 

Fenn, William P., Huachus 
Univ., 4 Ober Rd. 

Fenn, William P., Univ. 
Nanking 4 ObesiRd. 
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Fenn, William P. West China 
Union Univ., 4 Ober Rd. 

France, R. R. 

Frank, 'H. J. ' , 

Gunn, J.M.. Jr: 

Gurley, J. G. 

Howard, S. E. 

Hund, J. M. 

Hutner, S. 

Knorr, K. E. 

Kriz, M. A. 

Lester, R. A. 

Lockwood, W. W. 

Mair, G, F. 

McCabe, D. A. 

Morehouse, E. W. 

Morgenstern, O, 

Noyes, C. R. 

Patterson, G. 

Plum, L. V. 

Princeton Univ. Leb. 

Ratner, S. 

Sametz, A. W. 

Slavick, F. 

Speagle, R. E. 

Stephan, F. F. 

Stewart, W. W. - 

Stolnitz, G. J. 

Strayer, P. J. 

Udis, B 

Viner, J. 

Walker, M. L. 

WaHace, D. H. 

Weed, J. B. 

Wood, R. H. 


Prospect Park 
Christie, G. A., Jr. 


Radburn 
Kaltenborn, H. S. 


Rahway 
Prather, R. M. 

Ridgefield 
Crotty, W.R. ` 


Ridgewood 
Fournier, L. T. 
Hartogensis, A. M. 
O’Toole,-A. F 
7. L. Pease Mem. Lib 

River Edge 
Barnet, E. M. 


Riverton 
Saunders, G. 

Róselle 
Kilian, D. T. 
Sullivan, D. J., Jr. 

Roselle Park 
Forner, CaF. 


‘~ 
M. 
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Junker, L. J., Jr. 
Kelley, R. S., Jr. 


Rutherford 

Blomberg, C. L. 

Fairleigh Dickinson Col., 
Montross and W. Passaic 
Ave. . 

Kronish, S. J. 

Zwanzig, O. E. 


Short Hilis . 
Ammon, A. J. 
Badgley, L. D. 
Muntz, E. E. 
Peterson, M. B. 
Peterson, W. H. 
Tu&le, P. M 


Somerville 
Grigg, V..H. 


South Bound Brook 
Rock, Thomas F., 114 Earl 
St. 


South Orange 
Barletta, H. A. 
Eppston, H. A. 
Gross, S. A.. 
McGrath, L. P. 
Seton Hall Univ., Marshall 
Lib, 
Symons, J. H. 


South River 
Franklin, J. M. 

Summit | 
Hiatt, A. 

Segal, H. H. 
Watson, M. A. - 
Teaneck 

Chao, Y.-Y. 

Tsen-Cha, T. 
Tenafly : 

Altenberger, R. A. 


Holthausen, D. M. 
Newman, W.-H. 


Toms River 
Budin, M. 
Trenton 
Dept. of Educa., Div. of State 
Lib, Arch. and Hist. 
State House Annex 3 
Maurer, S. A. 
Nicolaysen, A. G. 
Rider Col. 
State Teachers Col. Lib. 
Trenton Free Pub. Lib. 


Union 
Cooke, H. J. 


Elias, R. | 
McMahon, T. W., Ji: 8 
Snyder, R. E. 


Upper Montclair 
Atkins, P. M. 


(8. CLA. . l 


R. E. 


Thompson, C. D., Jr. 


Waldwick 
Sherry, J. C. 


Washington 
Schlink, F. J. 
` Weehawken 


Adair, R. E. 
Diebold, J. T. 
Perry, V. A. 


West Englewood 
Goodman, A. D. 


Westfield 
Belcher, D. R. 
Montgomery, S. S. 
Taylor, A. W. 
Tucker, R. S. 


Wyckoff 
Voss, D. H. 


NEW MEXICO 

Albuquerque 
Baird, F. 
Brand, M. 
Duncan, J. S. 
Grygiel, J. A. > 
Hamilton, D. B., Jr. 
O'Neill, H. J. 
Parish, W. J. 
Sorrell, V.G. 
Thomas, R. W. 
Univ. of New Mexico Lib. 
Wollman, N. 


Las Vegas 
New Mexico Highlands 
Univ., Rogers Lib. Bus. 
Educa. 
Primus, J. C. : 
Portales - 
Eastern: New Mexico Col. « 
Roswell 
New Mexico Mil. Inst. Lib. 


Sante Fe 
New Mexico Legis. Coun. is 
P.O, Box 1651. 
State College 


New Mexico Col. of A. and 
M. Aris, Gen. Lib. 


Johnson, 


*Seiler, 


ON J.-N.Mex, 


an 


New York 


NEW YORK 


Albany 
Bucknam, R F. 


"Davenport, D. H. 


Ficek, K. F. 


New York State Lit., Order 


Sec. 3 
Phinney, J. T. 
Col. of St. Rose Lib. 


- Trupin, A 


Albertson 


' Matamoros, A. G. 


Alfred ; . 


. Bella, S. J. 


Langer, H. C., Jr. 
Annandale-on-Hudson 

Bard Col. Lib. 

Cleaver, G. H. 


Astoria 


Batts, N. C. 
Cole, D. M. 
Glickman, D. L. 
Manos, S. 


Aurora 


". De Roover; R. 


Long, L. J. 
Magee, M. A. 
Watson, D. E. 


Wells Col, Lib, 


Baldwin 


Dadura, A. 
Silberman, C. E. 


Bayside 
Flynn, J. T. 
Gordon, M. J. 
Kaplan, L. J. 
Silverstein, E. B. 
Strobel, E. O. 
Sussman, N. . 
Walpin, B. G. 
Zimtbaun, S. D. 


Bedford Hills 
Angus, W. N. 
Bellerose 
Spahr, W. E. 
Binghamton 
Zell, Louis E., Jr., 
sylucnia Ave. 
Briarcliff Manor 
Ball, 1. O. 
Eriarwood 
Trespasz, W. R. 


a 


$5 Penn- 
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Bronxville 
Comstock, E. G. 
Davis, W.C. 
Hamilton, D. C. 
Harriss, C. L. 
Latour, C. C. 
Lauterbach, A. 


à Surah Lawrence Col. Lib. , 


Llewellgni, E. C. 
'Tredwell, T. A. 
Wallace, T. R. 
Wilson, J. D. 


Brooklyn 
Aprigliano, L. F. 
Balko, G. A., Jr. 
Berger, F. B. . 
Bernstein, L. A. 
Blancato, A. F. a’ 
Bolden, N. R. 
Brinberg, H. R. 
Brooklyn Col. Lib., Period. 
Div., Bedford Ave. and 


Ave, H . 
Brooklyn Pub. Lib, Bus. 


Ref. Lib, 197 Montague 


St. 

Brooklyn Pub. Lib., Central 
Service Br., GrandglArmy 
Plaza 

Brooks, T. R. 

Burnside, M. 

Calmus, H. S. 

Cave, R. A. 

Chernofsky, M. I. 

Chernofsky, R. G. 

Clark, J. J. 

Cohen, H. L. 

Corbett, J. F. 

Crosby, L. G. 

Dannenberg, F. M. 

Deutch, J. 

Diamond, H. S. 

Diamond, J. J. 

Diamond, P. M. 

Dinofsky, H. S. 

Dworetsky, J. H. 

Ehrenhalt, S. M. 

Eisenberg, W. L. 

Epstein, L. 

Eucharia, Sister M. 


Forkosch, M. D. 


“Gelman, H. A. 


Glassman, A. R. 
Goldman, J. 
Gradin, TL 
Gregory, P. 
Grunwald, J. 
Grunwald, S. 
Hendricks, W. P. 
Herschman, O 
Hession, C. H. 
Hoch, M. L. 
Horowitz, C. M. 


Jacobson, S. 


`. Kanson, A. B. 


Kaplan, D. 

Klebaner, B. J. 

Klonsky, H 

Korey, E. L. + 

Kravitz, B. 

Kravitz, H. 

Kristof, F. S, 

Laidler, H. W. 

Levine, H. S, 

Loft, J. 

Long Island Univ. Pr 
Resnick Lib., 385 Flaibu 
Ave. Ext. 

Malisoff, H. 

Mann, M. 

Marcus, E. 

Max, W. D. 

Meislik, E. 

Mendell, H. C. > 

Miller, S. M. 

Mills, P. A. 

Minois, A. S. 

Morrow, H. G. 

Moscarella, J. 

Narotzky, A. S 

Newton, B. 

Nixon, F. G. j 

Nixon, R. A. i 

Norton, J. R. . 

Packer, S. B 

Parson, D. 

Perlman, I. 

Charles Pfizer & Co., In 
Mr. J. Packard, Di 
‘Mkt. Res., 17. Bartlett St. 

Pomerantz, S. I 

Poole, E. W. 

Pratt Inst. Lib. 

Professional Lib. Bur. 
Lib., 110 Livingston Sr. 

Rabinowitz, W.T. 

Reierson, R. L. 

Robinson, F. A. 

Rosenbaum, A. R. 

Rosenzweig, V. A. . 

Rubin, I. 

Ruhmer, O. E. M. 

Runge, E. J. 

Saal, J. J., Jr. 

St. Francis Col. Lib., 
Butler St. 

St. John’s Univ. Lib., 
Schermerhorn St. 

St. John’s Univ. Lib., 


Lewts Ave. 
St. Joseph Col. for Wom 
Lib., 265 Clinton Ave. 
Sakolski, A. M. 
Sandale, A. 
Saxon, Ò. G,jr. . 
Schechter, ‘A. 
Schick, H. L. 
Schneider, L.G. « 
Shapiro, D. 
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Shapiro, S. 

Sharfstein, P. 

Shlakman, V. 

po Stanley, 373 42nd St., 


Shuloff, E. H. 
Silverman, D. 
Simpson, E. T. 
Smith, A. L. 
Smith, S. I. 
Stariight, L. L. 
Stein, H 
Steinberg, C. 
Steinhauer, J. V. 
Stewart, J. S. 
Sweet, M. L. 
Toscano, P. R. 
Treunenfels, R. L. 
Trimakas, A. 
Weckstein, R. S. 
Weiss, Rickard H., Con- 
solidated Mutuil Ins. Co., 
100 Clinton St. 
Weitz, L. 
White, M. I. 
Wiener, E. 
Wolf, E. 
Wolfson, T. 
Zinbarg, E. D. 


Buffalo 


Beckwith, Father, Canisius 
Col. Book Store, 2001 Main 


F. 
Buffalo Pub. Lib. Dept. of 
Bibliography and Acquisi- 
tion i 


Butler, A. 
Chambers, R. 
Coase, R. H. 
D’ Youville Coi. Lib. 
Eller, C. A. 
Epstein, R. C. 
Ertell, M. W. 
Fichtner, C. C. 
Gregory, R. H. 
Grosvenor Lib. 
Hamovitch, W. 
Johnson, R. W. 
Joseph, Sister 
Kaufman, J. J. 
Krawczyk, R. F, 
McGarry, E. D. 
Schabacker, C. Edgar, Jr., 54 
Cleveland Ave 
Shea, J. L 
Shister, J. 
Somers, E. M. 
Sultan, P. E. 
Sumner, J. D. 
Sweeney, L. A. 
Szetrowski, Z. 
Wh. of Buffalo, Leckwood 
Mem. Lib. 


Wallace, E. L. 


Cambria Heights 
Bookbinder, A. I. A. 


Canton 


Carroll, J. J. 

Consler, R. E. 

Landry, R. S. 

St. Lawrence Univ. Lib. 
Sequin, C. J. 


Cedarhurst 
Bloom, A. 
Goell, R. S. 


Centerport 
Hart, A. L. 


. 
Chappaqua 
Fowler, C. B. 
Weber, C. J. 


Chautauqua 
Smith Mem. Lib. 


Clinton 


Gambs, J. S 
Hamilton Col. Lib. 
Wertimer, S., Jr. 


Cold Spring 
Peters, I. L. 


Cold Spring Harbor 
Buckley, J. G. 


Cornwell 
Moore, H. L. 


Croton-on-Hudson 
Cheskin, I. W. 


Delmar 


Armstrong, C. M. 
Arnstein, M. G. 
Gillett, R. L. 
Herman, R. S. 
Kilduff, V. R. 


Dobbs Ferry 
Person, H. S. 


Douglas Manor 
Dinic, C. J. 
O'Shea, V. J. 

Douglaston 
Hatcher, R. L. 
Jones, T. C. 
King, W. I. 

East Hampton 
Dayton, D. E. 


N ew York 


. East Meadow 
Bronson, H. C. 


East Patchogue E 
Ditmars, A. 


East Rochester 
Karger, J. 


East Williston 
Nelson, R. 


Edgemere 
Soffer, 


Toelson, W. a 
Schultz, C. L 


Bernt, H. H. 
Eby, B. S. 
Elmira Col. Lib. 


Elmont 
Kass, D. 


Endicott 
Friedlaer.der, H. E. 
Harpur Col. Lib., State Univ. 
of New York 
Leamer, L. E. 


Smith, G. R. 
Smith, H. C. 


Farmingdale 
Fusfeld, D. R, 
Lindquist, C. A. 


Floral Park 
Neisser, H. P. 


Flushing 
Achenbaum, A. A. 


Boss, I. S 

Cook, E. J. 

Everett, R. 

Gottlieb, E. 

Hagedorn, G. G. 

Joskow, J. 

Lempit, Oscar, 141-39 78th 


Dus S. 

Messemer, F. C., Jr. 

Queens Col. Lib., | Serials Div. 
Seligman, O. H. 

Wellisz, L. 


Forest Hills 


Baer, W. 
Brickner, A. 
Chiang, A. C 


an 


—, 


New York l 


Farbo, E. B. 


Fergenson, M. C. . . 


Greenspar, A. 
Handrus, J. 
Hidy, M. E. 
Hidy, R. W. 
Hillman, M. 
Hollander, L. R. 
Kalb, S 
Moses, I. F. 
Prince, C. 
Rinfret, P. A. 
Rogow, R. 
Singer, R. 
Thorn, F. S. 
Wyler, J. V. 


Fort Slocum 


Armed Forces Inf. Sch. Lib. 


Fraaklin Square 
Auerbach, S. J. 


Freeport 
Harrigan, A. W., Jr. 


Garden City 
Adams, R. W. 
Adelphi Col. Lib: 
Rune W. A. 
Kemp, A d 


Geneva 
Aleksandrowicz, I. 
Hobart Col. Lib. 
Lininger, C. A. 
McGuire, C. E. 


Great Necx 
Brand, W. 
Colen. D. J. 
Gideonse, H. D. 
Heyward, E. J. R. 
Hilgerdt, F. - 
Landau, A. 
Macaulay, F. R. 
Mayer, L. K. 
Paris, J. D. 
Schwartz, D. 
Seymour, H. V. 
Sommers, A. T. 


Greenport 
Fordham, H. 


Hamilton 
Bancroft, E. C. 
Crook, W. H. 
Freedman, R., Jr. 
Kessler, W. C. 


Hampton Bays 
Dewey, A. E. H. 
Dewey, L. E. 
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Hartsdale 


Bachelor, R. W. 
Gillman, J. M. 
Startz, A 


Hempstead 
Bambrick, J. J., Jr. 


8 Hofstra Col. of New York, 


Univ. Lib., 
Kurnow, E. 


E. Fulton Ate. 


Truitt, G. 
Hicksville 
Corcoran, J. J. 
Calloway, LJ. 
Kreps, C. H., Jr. 
Kreps, J. M. 


Highland 
McEnroe, J. A. 

Hollis 
Coddington, H. 
Persons, R. H., Jr. 


Houghton 
Shea, J. W. 


Hudson 
Hathaway, F. R. 


Huntington Station 
Miller, H.S. — 


Hyde Park 
Franklin D. Roosevelt Lib. 


Irvington 
Couper, W. J. 


Irvington-on-Hudson 


Curtiss, W. M. 
Read, L. E 


Ithaca 

Adams, G. P., Jr. - 

Adams, L. P. 

Aronson, J. E. 

Aronson, R. L. 

Beyer, G. H. 

Canon, H. 

Clark, M. G. 

Copeland, M. A. 

Cornell Univ. Lib. 

Cornell Univ. Lib., Bus. Sch. 

Cornell Univ. Lib., Martha 
Van Rensselaer Heil 

Cornell Univ., New York 
State Sch. of Ind. and 
Labor Rela. 
Taylor Hall 

de Chazeau, M. G. 

Dince, R. R., Jr. 

English, D 


Lib., Myron ^ 


Ferguson, R. H. 
Goodstein, M. E. 
Herr, W. M. 
Hillhouse, A. M. 
Hutchins, J. G. B. 
Jensen, V. H. 
Kahn, A.E. . 
Kendrick, M. S. 
Leonard, L.A. 
Albert R. Mann Lib. 4 
Div. 
Meek, H. B. 
Montgomery, R. E. 
Moore, J. R 
Morse, C. 
Morton, J. E 


- Mullady, P. M. 


Mullady, T. M. 
Nilsson, A. E. 
O'Leary, P. M. 
Ornati, O. 
Perlman, M. 
Raimon, R. L. 
Reed, H. L. 
Rollins, M. A. 


‘Ross, H. G 


RE. L: 

Siew, N. e 

Stelzer, I , 

Sturmthal, A. F. 
Talwar, Oo. - . 
Tolles, N. A. 

Willcox, W. F. 
Windmuller, J. P7 


Jackson Heights 


Bernstein, P. L. 
Casella, S 
Evant, A. T. 
Franklin, W. B. 
uc Walter, 37-34 & 
A 
Obrist, M. A." 
Rodgers, R. 
Sarfaty, D. E. 
Sard, E. L. 
Spofford, G. P. 


Jamaica 

Benjamin, H. - 

Brown, W. C. 

Chen, Y.-N. 

Damrau, W.F. 

De Podwin, H. J. 

Henann, H: 

Kemp, F. B. 

Kera, J. W 

Landay, D. M. 

McColm, G. T. 

Moskowitz, L. D. 

Queens Borough Pab. l 
Period. Div., 89/14 i 
sons Blvd. 

Spencer, M. H. 

Szymanski, Joseph, 16 
122nd Ave. 


24 q 


Jlirich, F. J. 


Keuka Park 
euka Col. Lib. 


Kew Gardens 
Hoch, H. S. . 
;hlers, K. H. 

‘arren, M. R. 
[olland, D. M. 
tanschburg, H. J. 
hyer, R. M. ^ 


Kew Gardens Hills 


'einberz, D. 
roldwater, M. 


Kings Point 
7. S: Merchant Marine Acad- 
emy Lib., Bewdiich 


Lake Success 
ilden, L. A. 
taster, J. 
xlassmaa, S. 
achmann, K. E. 
eonard, W. R. 
Tosak, J. L. 
osenborg, A, 
Tniled Nations Lib., Acquisi- 
tions Unit, Serials Ref. 


Larchmont 
iryde, T. J. 
hudson, W. A. 
fart, M. I. 
acobs, A. T. 


Latham _ 


fartin, E. W. 
fartin, J. B. 


Laurelton 
lonus, George B., 133-18 
Francis Lewis Blvd. 
oldberg, I. U. 


Levittown 
ypin, J. G. 
itmars, E. E. 
ildes, E. 
vens, R. I. 
'attel, H. L. 


Little Neck 
'alker, J. R. 


Long Beach 
arsel, S. R. 
arsel, W. 
thwartz, T. W. 
'exler, H. J. 


- Long Island City 
ilbert, C. 


ristein, M. M. 
ord, A. M.e 
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Nickolakis, G. C. 
O'Connor, H. A. 
Pollack, G. A. 
Taibi, C. 
Thibault, G. J., Jr. 


Loudonville - 
Buff, J. A 


J. A. 
Siena Col. Lib., P.O. Box 108 


Lynbrook 
Schneider, J. H., Jr. 


Malba 
Drutzu, S, T. 


Malverne 


McGomas, F. W., Jr. 


Mamaroneck 
Albert, F. B. 
Bryan, R. F, 

Manhasset 
Phipps, I. R. 


Maspeth 
Geiches, M. M. 


Merrick 


Friedman, C. H. 
Friedman, M. 


Middle Village 
Frank, H. J. 
Harrison, D. P. 


Monticello 
Sarnoff, M. M. 


Moravia 
Peck, H. W. 


Mt. Sinai 
Smith, C. A., Jr. 


Mt. Vernon 
Cullen, J. A. 
Dimmler, G. F. 


re L. J. 
agee, E. W., Jr. 


Mt. Vernon Pub. Lib. 


New Brighton 
Smith, H. L. H. 


Newburgh 
Desmond, T. C. 
Hogan, P. E. 


New Hyde Park — 


Denn, H. B. 


New Paltz 
Salkever, L. R. 


State Teachers Col. Lib. 


New York 


New Rochelle 
Bradford, E. S. 
Col. of New Rochelle Lib. 
Iona Col. Lib. 
Kleppner, Otto, 35 Mont- 
gomery Circle 

Reich, N. 
Roswell, D. S. 
Rukeyser, M. S. 
Schwartz, H. 
Thomson, D. L. 

ə Wolloch, Z. B. 


New York 


Abraham, W. I. 

Abrams, A. R. 

Alber, C. A. 

Albertal, E. 

Alexander, S. S. 

Alpert, P. 

Ambach, M. R. 

Amer. Inst. of. Accountants, 
270 Madison Ave. 

Amer. Mgt. Asso. Lib., 330 
W. 42nd St. 

Amer. Palestine Trading 
Corp., 17 E. 71st St. 

Amer. Tel. and Tel. Co., Gen. 
Lib., Room 940, 195 Broad- 


way 

Anaconda Copper Mining 
Co., Ind. Res. Dept., Room 
2157, 25 Broadway 

Anderson, C. D. 

Anderson, T. J., Jr. 

Andic, V. E. 

Andrews, P. B. B. 
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Weiler, V. D. 

Weindling, Arnold, 106 E. 
E ria 3 5 

einryb, B. D. 

Weintraub, D. 

Weiss, G. 

Weiss, G. A. 

Weissman, J. 

Weissman, R. L. 
Wellington, C. O. 

Whelpton, P. K. 

Whitbeck, V. S. / 

Wick, J. L. 

Widenmann, H. A. 

Wiener, H. 

Wightman, G. J. 

Um Oliver, 24 Ww oth 


Willing, P. R. 

Willis, J. B 

Willits, J. H. 

Wilmington, M. W. 

Wing, M. C. 

Wingate, J. W. 

Winnick, L. 

Wise, James D., Bigelow 
Sanford Carpet Co., 140 
Madison Ave. 

Withers, W. H. 

Wittrich, K. F. J. 

Wolf, A, F. 

Wolfe, C. 

Wolk, S. J. B. 

Wolkiser, A.M. 

Wolman, L. 

Wolotkin, P. 

Woodside, W. S., Jr. 

Woodward, D. B. 

Woolley, D. E. 

Wormser, F. E. 

Wright, E. M. 

Wright, K. M. 

Wyckoff, V. 

Yalden-Thomson, E. E. 

Yeager, H. C. 

Yeh, K. C. 

Yost, J. W. 

Young, T. E. 

Zak, Te 144 E. 38th St. 

Zeisel, H. 

Zelomek, A. W. 

Zervas, l 

Ziegler, M. E. 

Zinberg, A. D. 

Zorn, E. C., Jr. 

Zupnick, E. 


Niagara Falls 
johnson, R. W. 


Niagara University 
Angeline, A. L. 
Niagara Univ. Lib. 


North Babylon 
McDermott, J. P. 


North Syracuse 
Duerr, W. A. 


North Tonawanda 
Fick, J. W. 


Orangeburg 
Dean, C. R. 
Hiestand, D. L. 
McGuire, J. W. 
Williams, R. J., Jr. 
Wilson, T. F. 

Ozone Park 
Pazemeckas, J. P. 


Pelham 
Burgess, R. W. 


Pelham Manor 
Cahill, J. M. 
Hill, J. C 

Pittsford 
Wynd, A. W. 


Plandome Manor 
Wright, C. A. 


Veris 


Bellarmine Col. 
Champlain. Col. T. 
Phillips, J. D. 
State Teachers Col. 
Vatter, H. G. 


Pleasant Valley 
Marshall, H. D. 


Pomona 
Haines, W. W. 


Port Chester 
Di Leo, F. X. 
Pub. Lib. 
Ule, G. M. 


Port Washington 
Pearson, H. W 
Price, R. B. 
Spiegel, H. R, 


Potsdam 
Clarkson Col. Lib. 
Lee, L 


Ormsby, A. S. 


Poughkeepsie * 
Adriance Mem. Lib. 
Beckhart, B. H. a 
Brown, E. C. 
Hardenbergh, A. R. 
Marian Col. Lib, 
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130 New York 
Myers, M. a Rye ae hereon E. M. 

ewcomer, M. E ,S. W. eloe, T. 
Vassar Col. Lib. deinde ce W - Prehn, E. C. 

St. Albans Ronk, S. S. 
Purchase Bailer, L. H. Wagner Col. Lib, Grymes 

Maniattanville Col. of the | May, T., Jr. Hill. 

Sacred Heart, Brady Mem. Spengler, E. H. : 

Lib. 6  Sunnyside 


Schiffer, H. F. 


Queens Village 
Chaiken, I. B. 
Tubbard, J. J. 
Xasprzak, S. J. 
3heinwold, P. 


Rego Park 
Galerstein, D. H. 
Rivoire, J. 


Richmond Hill 
?hilligs, C. W. E. 
Weber, A. F. 


Riverdals 
Kadragic, A. M. 
Phillips, J. R. E. 


Rochester . 
Zluse, R. R. 
Doutt, J. T. 
Dunkman, W. E. 
folsom, M. B. 
3ilbert, D. W. 
Sinkel, A. O. 


B: 
Miller, p H., Jr. 
Passer, H. C. 
Rochester Pub. 
South Ave. 
Saffran, H. W. 
Univ. of Rochester 
Period, Dept. 
Univ. of Rochester, Women's 
Col. Lib. 


Rockville Centre - 
Pearce, C. A. 
Scheffler, L. W. 
3hlinger, C. W. 


Li, 115 


Lib., 


Rome 
l'orrey, E. P. 


Rosedale 
doffmann, C. 


Rostzn 
Zollado, E. G. 


ké Roslyn Heights 


Rosenfield, M. 
Zwicker, C.F. 


St. Bonaventure 
Hayes, J. L. 
Tao, A. 


St. George 
Schott, F.H. $ 


Saratoga Springs 
Cheney, C. B. 
Skidenore Col. Lib. 
Youtsler, J. S. 


Scarsdale 
Backman, J. 
Brown, C. C. 
Evans, R. F. 
Gunnarson, A. B. 
Heck, C. R. 
Michels, R. K 
Morgan, D. 
Northrup, H. R. 
Schultz, R. S., III 
Smith, B. B. 
Steinhaus, H. W. 
Temple, A. H. 
Webbink, G. F. 
Webbink, P. 
Whitney, S. N. 


Schenectady 


Bennett, W. W. 

Farley, J. T. 

Gen. Elec. Co., Mr. Richard 
A. Griffith, Materials Serv- 
ice Dept., Bldg. 36-125 

Lippitt, V. fel 

McGuire, J. A. 

Parsons, C 

Pub. Lib. Period. Dept., 
Union St. and Seward Pl. 

Stearns, R. D. 

Union Col. Lib. 

Whitaker, B. P. 


Slingerlands 
Von Frank, G. O. 
Zimmerman, W. E. 

Smithtown 
Kavanagh, John A. C., P.O. 

Box 161 

Spring Valley 
Gitlow, A. L. 
Nystrom, P. H. 

Staten Island 
Bohn, C. 


Morawetz, T. H. 


Zuckerman, H. 


Syractise 
Adams, L. W. 
Addington, H. E. 
Burkhead, J. V. 
Bye, C. R. 
Cover, V. D. 
Crandall, B. B. 
Eggers, M. A. 
Ehling, W. P 
Harkavy, O. 
Hogan, J. Dz, Jr. 
Kehlenbeck, H. G. 
Kilicer, A. Z. 
Lawson, E. W. 

Le Moyne Col. 
Moyne Heights 
Moncayo, R. 
Neter, J. 
O'Geran, G. 


Lib., Le- 


. Renshaw, P. A. 


Sakurai, K. 

Saunders, G. B., Jr. 

Stone, R. E 

Sufrin, S. C. 

Suranyi-Unger, T. 

Syracuse Pub. Lib., 335 Mont- 
gomery St. 

Syracuse Univ. Lib. 

Trelawny, A. W 

Wasserman, W. 


Tappan 
Bleich, E. 


Tarrytown 
Axe, E. W. 
Doyle, G. A. 
Marymount Col., 

Lib. 


Pellissier 


Troy 


Anderson, S. A. 

Brzyski, S. B. 

Froman, L. A. 

Hendler, D. E. 

Loux, M. Z. 

Russell Sage Col. Lib., 68 
First St. 

Smith, Robert R., Appletree 
Rd., R. 29 ! 

Spafford, W. F. 

Van Winkle, E. H. 


‘Wood, M. S. 


N.Y.-N.C. 


Tuckahoe 


Becker, N. M. 
Himmelfarb, M. 
Reich, J. . 


United Nations 4 


Afghanistan Permanent PRA 
gation to U.N. 

Korean Reccnstruction A gency 
Program Analysis Div. 

Mesmer, T. C. 

Pollner, M. D. 

Robinson, B. B. 

Singer, H. W. 

United Nations, ECA FE Lib., 
c/o Diplomatic Pouch Unit 


University Heights 
McCalley, H. S. 
McCalley, J. W. 


Upper Nyack 
Diebold, W., Jr. 
Utica 
cristal, V.C 
Skraly, E. 
Utica Col. of Syracuse Univ., 
600 Plant St. 
Utica Pub. Lib. 


Vallev Stream 
Gibbons, J. F., Jr. 
Goldberg, S. P. 

Walworth 
Brown, E. G. 

Wantagh 
Burstein, H. 
Wissel, P. E. 

Waterford 
DeKay K. 

Watertown 
Buck, M. A. 


Waterville 
Bourke, N. F. 
Weld, W. E. 

Watervliet 
Christen, E. H. 

Webster E 
Edwards, R. P. 

Wellsville 
Fuller, D. A., Jr. 

West Albany. 
Cassidy, R. F. 


Westbury 


Finley, J. W. 
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Newmeyer, A. S. 
Shapiro, L. A. 


West Hempstead 


f Clemens, R., Jr. 


Oxenfeldt, A. R. 
Oxenfeldt, G. E. 
Pike, J. F. 


West Point 
Brinkler, W. E. 
Griffith, W. H. 
Lincoln, G. A. 
McDonald, W. G. 
Mirski, M. S. 
Purdy, W. A. 
Traber, O. W., Jr. 


Westport 
Niebyl, E. C. H. 
Niebyl, K. H. 


West White Plains 
Wenzler, G. H. 


White Plains 
Brooks, P. 
Ostheimer, R. H. 
Partner, J. W. 
Roberts, L. R. P. 
White Plains Pub. Lib. 
Williams, L. B. 
Wilson, L. M., Jr. 


Whitestone 
Gladstein, E. 

Williamsville 
Park, C. 


Woodhaven 
Mohrman, P. C. 


Woodmere 
Schneider, S. 


Woodside 
Grad, A. J. 
Grad, T. E. 
Shipman, Z. R. 
Wagner, I. 


Woodstock ` 
Van Kleeck, M. ` 


Yonkers 


Alexander, M 
Battaglia, C. 


J 
Fitzgerald, B. Ja Jr. 
Levine, M. 
Perlman, R. W. 
Schramm, J. E. 
Shillinglaw, G. 


1 


NORTH CAROLINA 


Asheville 
Beadles, N. A. 


Boiling Springs 
Gardner Webb Col, Lib. 


Boone 


Appalachian State Teach 
Col. Lib. 


Brevard 
Brevard Col. Lib. 


Camp Lejeune 
Green, T. G. 
Soupios, A. V. 


Chapel Hill 
Ashby, L. D. 
Blaine, J. C. D. 
Buchanan, D. H. 
Bunting, R. L. 
Carroll, D. D. 
Cowden, D. J. 
Fein, R. 

Gilson, M. B. 
Graham, W. J. 
Heath, M. S. 
Por VLC 

ngram 
Pfouts, R. V. 
Philbrook, C. 
G. T. 


Schwenning, 
Spruill, C. 

Univ. of North Carolina Lx 
Vance, R. B. 

Winslow, R. S. 

Wolf, H. D. 


. Woosley, J. B. 


Charlotte 


Ashbrook, A. G., Jr. 

Charlotie Pub. Lib., 310 
Tryon St. 

Queens Col. Lib. 


Cullowhee 


Western Carolina Teach 
Col. Lib 


Davidsor. 
Brown, C. K. 
Davidson Col. Lib. 
Griffin, A. G. 


: Morton, F. S. 


Durham 
Duke Univ. Law Lih. 
Cartter, A. M. 
De Vyver, F. T. 
Dewey, D. * 
Duncan, V. D. 
Hanna, F. A. 
Hoover, C. B. * 


132 


Humphrey, D. D. 

Landon, C. E. 

McKenzie, L. W., Jr. 

North Carolma Col. at Dur- 
ham, James E. Shepard 
Mem. Lib. 

Pugh, O. S, 

Ratchford, B. U. 

Saville, L. B. 

Simmons, E. C. 

Smith, R. S. 

Spengler, J. J. 

Stoltenberg, C. H. 

von Beckeraih, H. 

Walter, J. E. 


Elizabeth City 
Elizabeth City State Teachers 
Col. Lib. 
Elon College 
Elon Col. Liò., P.O. Box 187 


Fayetteville 
Done Siate Teachers Col. 


Jones, R. 
Fort Bragg 


Psychological Warfare Center, 
Sch. Lib. 


_ Greensboro 
zreensboro Col. Lid. 
3reensboro Public Lib. 
dussian, W. J. 
Karfiol, R. 
Keister, A. S. 
Renfroe, W. N. 
Univ. of North Cerolina Col. 
for Women Lib. 
Greenville 
East Carolina Teachers Col. 
Lib 


Stewart, J. H. 


Guilford College 
Fuilford Col. Lib. 
Victorius, J. C. 

High Point 
High Point Col. Lib. 
Jobart, G. H. 

Kitty Hawk 
Phillips, W. T. . 


Mars Hill 
ee, RM, 


Raleigh 
und, R. E. 
[ames, H. B. 
King, R. A. 
Linsey, Q. * 
Lyons. T. A. 
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Martin, L. R. 

McPherson, W. W. 

McVay, F. E. 

Meredith Col. Lib. 

Norih Carolina Siale Col., 
D. H. Hill Lib. 

Skaw Univ. Lib. 


Salisbury 

Catawba Col. Lib. 

Livingstone Col., Carnegie Lib., 
Wake Forest 

Wake Forest Col. Lib. 


West Asheville 
Targsov-Reed, H. 


Wilmington 
Wilmington Col. Lib. 


Wingate 
Wingate Junior Col. Lib. 


Winston-Salem 


Armstrong, O. R. 
Salem Col. Lid. 


NORTH. DAKOTA 


Bismarck 
Dodge, W. H. 


Cavalier 
Staus, H. O. 


Churchs Ferry 

Studness, Leo C., Studness Co. 
Dickinson 

State Teachers Col. Lib. 


Ellendale 
State Normal and Ind. Col. 
Lib. 


Fargo 
Barckley, R. E. 
Elam, B. N. 
Haver, C. B. 
North Dakota Agric. Col. Lib. 
Pettee, E. W 
Schickele, R. 


Grand Forks 
Hartman, G. E. 
Hill, W. W. 
Koenker, W. E. 
Levitt, T. 
State Univ. of North Dakota 
Lib., Univ. Sta. 


Jamestown 
Jamestown Cot. Lib. 
Tyner, L. L. 

: Mapes 
Klaraeard. S. 


N.C.-Ohto 

Mayville 

Slate Teachers Col. Lib. 
Minot 

Saugstad, Chfford E., R. 4 

6 OHIO 

* Ada 

Ohio Northern Univ. Lib. 
Akron 


Akron Pub. Lib., 11 S. Sum- 
mit St. 

Bray, W. C. 

Davies, J. 

Ginsburg, W. L. 

Gruber, O. 

Holladay, J. A. 

Konopa, L. J. 

Laterza, J. A. 

Leigh, W. W. 


` MacGowan, T. G. 


McLain, J. M. 
Moyer, F. W., Jr. 
Myers, B. E. 
O'Hara, J. L. 
Trenchard, G. O. 
Univ. of Akron, Bierce Lib. 
Wilson, B., Jr. 
Zeis, P. M. 
I 


Alliance 
Mt. Union Col. Lib. 
Stonesifer, G. R. 


-Ashland 
Ashland Col. 


Athens ! 
Crewson, H. B., Jr. 
Hellebrandt, E. T. 

Leavitt, J. A. 
Levinson, D. 
Ohio Univ. Lib. 
Picard, F. Q. 


Barberton 
Barberton Public Lib. 


Bedford 
Maple Heights Public Lib. 
15901 Libby Rd., Maple 
Heights 


Berea 
Baldwin-Wallace Col. Lib, 


Bluffton 
Raid, H. D. 


Bowling Green 
Bertodatto, H. 
Bowling Green State Univ. 
Cohen, J. . 
Cooke, G. W. 
Helms. L. A. 


is 


Ohio 


Manhart, L. F. 
Schlender, W. E. 
Van Scoyoc, L. S. 


Brecksville 
Reynolds, H. F. ` 


Canton ` e 


Canton Può. Lib. Asso., Main" 
ae Dept., 236 Third St., 


Tham, W.R. 


Cedarville 
Orth, A. P. 


Chagrin Falls 
Andrew, C. F. 
Cincinnati 
Aumend, C. L. 
Baude, W. A. 
Besse, C. S. 
Bird, F. E, 
Bursiek, F.. 
Byrne, J. M. 
Calhoun, W. P. 
Cincinnat: Pub. Lib., Period. 
and Serial Dept. 
Dieckmarn, A. 
Dillon, R. E. 
Egherman, H.M. 
E le, W. P. 

Elliott, E. A. 
Hailstones, T: E 
Hambley W. A., Jr. 
Harrison, G. M. 
Hewett, Ww. W. 
Kennedy. F. : 
Schweitzer, M. D. 
Searles, E. W. 
Sisley, C D. 
Smelser, D. P. 
Smith, Z. H. 
Spencer, M. J. 
Steiner, R. L. 
Tueting, R. C. 
don af Cincinnati, 


wah, L.M. 

White, J.A. 

Wolfe, F. E. 

Wright, W. 

Xavier Univ. Lib., Evanston 
Sta. 


Cleveland 

Anex, A. P. 

Arbuthnot, C. C. 

Barloon, M. J. 

Carlton. F, T. 

Childs, F. E. 

Cleveland Col. Lib., 167 Pub- 
lic Square 

Cleveland Pub. Lib., Serials 
Dept., Ja Superior Ave. 


Coan R 


Gen. 


Geographical List 


Cohen, S. 
Collacott, R. H. 
Cozzens, A. B. 
Dahl, R. E. 
Paidin, M.M. 
Deady, D. J. 
Fenn Col. Lib., E. 24th and 
Euclid 
Gersting, J. M. 
George, H. C. 
Glatthar, G. E., Jr. 
*Gleisser, 'M. D. 
Green, H. W. 
Gulyas, T. S. 
Harrison, H. S. 
Hoffman, M. 
Hostetler, L. M. 
Johnson, H. H. ° 
Johnson, W. H. 
Kamm, J. O. 
Kling, J. E 
Lunau, H. E. 
Mandell, M. I. 
Martinsek, T. A. 
McGrew, J.G. : 
McMillan, S. S. 
Minkoff, J. 
Mors, W: P. 
Noetzel, A. J. 
Randle, 'C. W. 
St. em Col. Lib., Cathedral © 


Sanford, G. W. 
Schrage, R. 
Selbert, F. F. 
Shepard, D. C., Jr. 
Standard Oil Co., 
Midland Bldg. 
Theodore, D. E 
Thompson, D. S. 
Tugman, J. L. 
Tugman, Mrs. J. L. 
Ursuline Col. for Women, 
2234 Overlook Rd. 
Western Reserve Univ. Lib., 
11111 Euclid Ave. 
Williams, W. 
Young, D. M. 


. Cleveland Heights 


Ballantine, R. W. 
Cutler, A. T. 
Hill, D. A. 

Mace, A. E. 
Miller, G. T. 


Clinton 
Smith, C. L. 


Clyde 
Smith, J. L. 


Columbus 
Abbott, E. L. 
Anderson, W. O. 


Athearn, J. L. 
Rallee T T 


Lib., 1773 


Beckman, T. N. 
Bickley, J. S. 
Bigler, W. R. 
Boan, J. A. 
Boothe, V. 
Bowers, E. L. 
Briers, J. L. 
Calderwood, J. D. 
Capital Univ. Lib. 
Cochran, K. P 


Columbus Pub. Lib., 
Bldg., Grant Ave. and Sk 


Condoide, M.V. 
Coons, A. E. 
Coulter, E. J. 
Dassel, V. H. 
Dewey, R. L. 
Dice, C. A. 
Dobson, G. J. 
Donaldson, E. F. 
Duffus, W. M. 
Falconer, J. I. 
Ghazala, E. E. 
Harrison, F. R. 
Haworta, C. T. 


Herbst, ^A. 
Hoagland, H. E. 
Holton, R. H. 
Huntington, C. C. 


Huntington, Francis R., 24 


Dale Ave. 
James, C. L. 

ucius, M. J. 

foglis, M. Z. 
Keig, N. G. 
Kenestrick, J. 
Kibler, T. Le 
Kirchner, L. 
Korte, L. 
Landauer, W. A. 
Launstein, H. C. 
Lovenstein, M. 
Lund, R. J. 
Lynn, A. D., Jr 
Maynard, H.'H. 
Mellin, D. 
Miller, G. W. 
Monteith, C. A. 
Newark, C 
Nichols, J. R. 


Ohio State Lib., State Of 


Bldg. ~ 
Ohio State Univ, Lib, 
Oster, C. V 
Papier, W. 
Parnes, H. S. 
Patton, F. L. 
Patton, R. D. 
Prince, J. E. 
Ptaszek, C. L. 
Quantius, F. W. 
Rennie, R. A. 
pos N.G. 
Salz, A 


Schultz, A. D: . 
Shannan RE 
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smart, L. E. 
Tuttle, A. M. 
Nandel, W. H. 
Ninkler, A. L. 
Nolfe, A. B. 
Yocum, J. C. 
Zaremba, A: L. 


Cuyahoga Falls 
Richards, H.E. 


jeery, A. K. 
Nilliams, R. V. 


Dayton 

Xthoen, P. 

Jelfiglio, R. A. 

crane, J. M. 

Dayton Pub. Lib, Acquisi- 
tion Dept., 215 E. Third St. 

„eese, C. 

Magee, R. H. 

Marvin, P. R. 

Moots, H. J. 

2 ficer "in Charge, Tech. Lib., 
Bldg. 12 EWATP-9 W-P 
Air Force Base 

IC USAF Inst. of Tech. 
Lib., W P AFB, Bldg. 125 

Y'Leary, E.E 

Raphael, L. 

teguero, M. A. 

snyder, B. J. 

Univ. Of Dayton, 
Emanuel Lib 

Neinberg, R. S. 

Nickersham, E. D. ` 


Albert 


Delaware 
clark, E. 
rimes, B. E. 
<ebker, V. W. 
Jhio Wesleyan Univ. Lib. 
?ritchard, N. / 


East Cleveland 


Tast Cleveland Lib, 14101 
Euclid Ave. 


Elyria 
smith, P. R. 
Euclid 
ichussheim, M. J. 
vargo, J. J. 
Fairborn 


zilhousen, K. C. 
'ackson, J. R. 


Faitview Park 
?arker, D. G. 
- 
Findlay 
Findlay Col. Lio. 
Noble, G. W. 
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Gambier 
Chalmers, J. 
Kenyon Col. Lib. 
Titus, P. M. ' 


Grand Rapids 
Box, J. R. 


. Granville 
Atlee, J. S. 
Denison Univ. Lib. 
Gordon, L. J. 
Lehman, L. C. 
Mitchell, I. E. 
Nelson, b. E., Jr. 


Hiram 
Andfess, A. E. 


Hiram Col. Lib. 
Weir, T. O. 


Hudson 
Hart, J. N. 


Kent 
Anthony, D. E. 
Bigler, E. 
Brewer, J. C. 
Corey, C. S. 
Hudson, H. W. 
Kent State Unia. Lib. 
Kochenderfer, C. C. 
Smith, E. L 


Lakewood 
Brown, R. A. 


Pub. Lib., 15425 Detrott Ave. 


Lima 
Ammon, D. E. 


Lorain 
Cameron, W. A. 


Madison 
Shallcross, R. 


Mansfield 
Emmer, R. E. 


Marietta 
Gawthrop, P. R. 
Marietta Col. Lid. 
Sayin, A. 


Maumee 
Bigelow, R. L. 


Mayfield Heights 
Stuart, D. J 


Middletown 


Middletown Pub. Lib. 
Morgan, T. 


Ohio 


Mt. Vernon 


Garst, G. R. 
Troutman, W. T. 


New Concord 
Georgf, L. N. 


ġudlow, W. L. 


Muskingum Col. Lib. 
Niles 
Davis, W. Z. 


Oberlin 


Arlt, C. T. 

Beall, J. W. 
Hellmuth, W. F Jr. 
Lewis, B. Ww. 

Oberlin Col. Lib. 
Roose, K. D. 
Stewart, W. B. 


Oxford 
Berry, R. E. 
Bourne, R. D. 
Grosscup, G. C., Jr. 
Klise, E. S. 
Mayer, J. 

Miami Univ. Lib. 
Seibert, J. C. 
Snider, D. A. 
Thatcher, G. W. 
Western. Col. Lib. 


Painesville 
Lake Erie Col., Murray Lib. 


Parma 
Levitt, R., 1207 Dawnwood 
Dr. k 


Rocky River ] 
McNeill, J. W. . 
Roig, L. C., Jr. 


St. Clairsville 
Henderson, W. L. 


Sandusky 
Frohman, C. E. 


Shaker Heights 
Barker, C. A. : 
Erceg, J. J. 

Kusik, J. E. 


‘South Euclid 


Notre Dame Col. Lib. 
Wilson, J. F. 


Van Metre, R. M. 
Wittenberg Col. Lib. 


Ohio-Ore. 


Steubenville 
Col. of Steubenville Lib., Box 
1231 - 


Tiffin 
Heidelberg Col. Lib. 


Toledo LI 


Case, Vane 324 Kei- 
worth Ave. 

Cobb, T. C. 

Heydinger, N.F. 

Kaucki, E. F. 

Looney, G. M. 

Nichols J. D. 

Robbins, S. 

Searles, C. K. 

Taoka, G. M. 

Toledo Pub. Lib. 

Toledo Univ. Lib., 2801 W. 
Bancraft St. 


Westerville 
Craig, P. G. 
Otterbein Col. Lib. 
Ulrey; I. W 

Wilberforce 


Centra! State Col. Lib. 
Payne, A. 
Wilberforce Univ., Carnegie 


Wright, M.S. J. 
Vrilliamsburg. 

Hippert, C. H. 
Wilmington 

Wilmington Col. Lib. 
Wooster — 

Eberuart, E. K. 

Tenn, H.H. 

ao, C. 
Myles, J. C. 
Woo-ter Col. Lib. , 


Worthington 
Spitz, R. S. 


' “Wright-Patterson AFB 


Ceb:ha:, S. 
Smilanc, M. M. 


Xenia 
McCabe, N. G. 


Yellow Springs 
Anziock Col. Lib. 
Carlson, V. 
Cuaningham, W. 
Doxtator, D. W. 
Fingado, R. 

Gcetz, B. E. 
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Youngstown 

Beard, R. 

Beulow, B. E. 

Chartener, y^ H. 

Hartzell, B 

Pub. Lib., ee McMillan 
Free Lib., Wick and Rayen 
Aves. 

Smith, J. E. , 


OKLAHOMA 


Ada 
East Central State Col. Lid. 


Alva 


Hickman, F. H. 
Northwestern State Cole 
Perceiull, S. C. 


Bartlesville 
Central Christian Col. Lib., 
P.O. Box 921 
Bethany 
Danskin, D. R. 
Cushing 
Tacka, A. F. 
Durant 
Southeastern State Col. Lib. 


Edmond 
Central State Col. Lib. 
Enid 
Phillips Univ. Lib., P.O. Box 
2036 Univ. Sta. 
Szuzs-Nicolson, M. 
Goodwell 
Pauhandle A. and M. Col. 
Lib. 


Langston 


| Langston Univ. Lib. 


Norman 
Adams, A. B. 
Brown, H. B., Jr. 
Cella, F. R 
Crites, D. M. 
Daily, C. F. 


, Kelley, P. C. 


Law, R. O. 


Schnelle, K. E. 
Shuman, R. B. 
Sollenberger, I. J. 
Uniw of Oklahoma Lib. 
Vaughan, F.L. 


$ 


Oklahoma City 
Mui, K. C. 
Oklahoma City Lib., 
N.W. Third St. 
Oklahoma City Univ. Lib 
Tucker, M.G. - 


Shawnee 
Wallace, M. E. 


Stillwater 
Baugh, R. H. 
Bradsher, J. H. 
Burris, E. C. 
Collins, G. P. 
Klos, T. J. 
Larson, A. L. 
Leftwich, R. H. 
Oklahoma A. and M. Col. 
Swearingen, E. L. 
'Thomas, R. D. 
Trenton, R. W. 


Tahlequah 
Northeastern State Col. L 
Ogle, G. C 

Tonkawa 
Northern Oklahoma Jt 

Col. 

Tulsa 

Howell, P. L 


d Milligan, M. E. 


Owen, L. 

Searl, M. F 

Tulsa Pub. ' Lib., Ref. 1 
220 S. Cheyenne 

Univ. of Tulsa Lib. 


Weatherford 


Lowman, F. 
Southwestern Stale Col. I 


OREGON 


Ashland 


Southern Oregon Col 
Educa. Lib. , 


Astoria 
High Sck. Lib., Sch. Dis 


Beaverton 
Jones, H. F. 


Corvallis 
Back, W. B. 
Coolidge, L. D. 
Friday, C. B. 
Fulkerson, F. B. * 
Goddard, E. 
Oregon State Col. Lib. a 
Oregon State Col, 

Dept., 115 Commerce 

Van Horn, E, 
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Eugene 
dlaine, W. C. 
unpbell, R. 
mish, N. H. 
iton, G. 
einsozge, P. L. 


ueblood, L. R. 
riv. of Oregon. Lib. 
attles, M. D 


Forest Grove 
Ibott, R. 
cific Unis. Lib. 
mpson, R. J. 


La Grande 
‘stern Oregon Col. of Educa. 
Lib. 


McMinnville 
nfield Col. Lib. 


Portland 
plegate, R. E. 
nneville Power Admin. 
Lib., P.O. Box 3537 
nkling, R. L. 
awford, J. M. 
irham, W. A. Jr. 
ler, I. W. 
deholt, B. 
Idhammer, B. 


wis and Clark Col. Lib., 
15 S.W. Palatine Hill 
Rd 


» Asso. of Porllanc, 801 
3.W. Tenth Ave. 
ad, W. J. 


inomah Col. Lib., 819 


illips, H. M. 

"lland State Ext. Center, 
Lib., 1620 S.W. Park Ave. 
chard, L. G. 

ver, P. J. 

2d Col. Lib. 

ipson, W. B. 

inhardt, H. 

iv. of Periland. Lib. 

ener, R. J. 


tiem 
gon State Lib. 
gon State Tgx Comm., In- 


come Tax Div., State Office 
Bldg. 
Willamette Untv. Lib. 


PENNSYLVANIA 
Aliquippa 
B. F, Jones Mem. Lib. 


Allentown 


Cedar Crest Col. Lib. 
Forjohn, H. B. 
Krauskopf, H. K. 
Muhlenberg Col. Lib. 
Ondrechen, J. P. 


Allison Park 
Sullivan, R. M. 


Andalusia 
Hawk, H. K. 
Annville 
Lebanon Valley Col. Lib. 


Ardmore 
Mack, R.H. - 


Bala-Cynwyd 
Keith, E. G. 


Beaver 
Bennett, V. E. 


Beaver Falls 


Clarke, E. C. 
Geneva Col., McCartney Lib. 


Bethlehem 


Baer, W. N. 

Bethlehem Steel Co., E. H. 
Martin, Room 397, Publi- 
cations Dept., Gen. Office, 
East Bldg. 

Bradford, F. A. 

Bratt, E. C. 

Carothers, N 

Davis, R. M. 

Diamond, H. M. 

Fraser, H, W, 

Gray, R. H. 

Hughes, J. J. 

Jensen, F. B. 

Lehigh Univ. Lib. 

Woodward, Robert D., 62 E. 
Market St. 


Bloomsburg 
State Teachers Col. Lib. 


Braddock 
Bovle, C. E. 


Broomall 
Burgess, F. M. 


Ore.-Pa. 


Bryn Mawr 


Bryn Mawr Col. Lib. 
Hubbard, J. C. 
Matheson, K. G. 
Northrop, M. B. 


Caffornia 


Sate Teachers Col. Lib. 
Cambridge Springs 


" Alliance Col. Lib. 


Carlisle 


Dickinson Col. Lib. 
Fink, C. W. 
Mercer, H. H. 
Prinz, À. M. 


Carlisle Barracks 
Army War Col. Lib. 


Chambersburg 


Townsend, R. G. 
Walson Col., John Stewart 
Mem. Lib. 


Chester 
Pennsylvania Mil. Col. Lib. 


Cheyney 
State Teachers Col. Lib. 


Clarion 
State T'eachers Col. 


Clifton Heights 3 
Raffaele, J. A. 


Conshohocken 
Woolston, M. Y. 


Coraopolis 
Schuchman, F. E. Home- 
stead Valve Mfg. Co., Box 
348 


Doylestown 
Sienkiewicz, C. A. 


Drexel Hill 
Bowman, R. T. 
Knight, E. L. 
Lichtash, B. S. 
Watnik, B. I. 
Watnik, M. M. 


Easton 
Bunzey, R. S. 
Greening, G. E. 
Handsaker, M. 
Handsaker, M.L. 
Tafoyette Col. Lib. 
Pub. Lib. 


Sause, G. G., Jr. 


Pennsylvania 


East Pittsburgh 
Schvatz, W. A. 


East Stroudsburg 
State Teachers Col. \ 


Erie 
Erie Pub. Lib. 
Lib., Perry Sq. 


Gannon Col. 
Rybar, R. F. 


Gettysburg 
Larkin, G. R. 
Stokes, M. L. 
Williams, C. S. 


Gladwyne 
Stanton, T. M. 


Gleaside 
Abramson, A. G. 
Gardner, P. N. 
McMullan, W:N. 
Struve, L. W. 


mi 
Jones, EK. R. 
Osborne, R. T. 
Selon El Col. Lib. 


Greenville 
Funk, A. L. 
Thiel Col. Lib 


Grove City 
Grove City Col. Lib. 


Harrisburg 

Joint State Gov. Comm., P.O. 
Box ói, Capitol Bldg., 
Room 450 

Pennsyloania Econ. League 
Lib., State Div., 611 Black- 
stone Bldg. 

Pashia State Lib. 


Haverford 
Francx, P. G. 
Hoag, C. G. 
Hunter, H. 
Hunter, H. M. 
Somers, H. M. 
Teaf, H. M., Jr. 


Havertown 
Foery, R. W. 
Hardy, J. H., Jr. 

Hellertown 
Battis, R. A. 

Hershey 
Hershey Junior Col. 

Huntingdon 
Juniaia Col. Lib. 


Geographical Last 


Immaculata 


Genevieve, Sister M. 
Immaculatum, Sister M. C. 
Madeline, Sister M. G. 


Jamison 


‘Richman, D. H. 


J enkintown 
Beaver Col. Lib. 
Meltzer, B. C. 


Johnstown 
Burkhard, J. W. 
Cambria Lib, Walnut and 
Washington Sis. 
Junior Pitt Sch. Lib ¢ 


Kingston 
Rosenberg, S. A. 


Lancaster 
Barnes, H. R. 
Bell, A. L. 
Fischer, H. 
Franklin and Marshall Col. 
Lib. 


Hoadley, W. E. 
Rucker, T. D. 


Landisville 
Reeder, C. B. 

Latrobe 
Baldwin, A.-J. 
Bernat, J. A. 
Pinter, M. D. 


St. Vincent Col. Lib. 
Trimble, B. H. 


Lewisburg 
Bucknell Univ., Elen Clarke 
Bertrand Lib. 
Fischer, M. C. 
Peterson, R. 
Poppe, J. 
Webber, W. R. 
Library 
Ulmer, C. D. 


Lincoln University 
Lincoln Univ., Vail Mem. 
Lib. 
Schatz, S. P. 
Loretto 
St. Francis Col. Lib. 


Mansfield 
State Teachers Col. Lib. 


Meadville 
Allegheny Col. Lib. 
Bloodgood, W. 
Courtney, F. I. 


Rickard, E. M. 


Media 
Jefferis, R. P. 


Mercersburg 
Tippetts, C. S. 


Merion 
Huebner, S. S. 


Monongehela 
Plesher, M. A. 


Moylan 
Emerson, H. N. 


New Hope 
Moore, C. W. 


New Wilmington 
Westminster Col. Lib. 


Oakmort 
Lamb, G. A. 


Philadelphia 
Alderfer, E. B. — 
Adams, J. F. 

Alderson, W. 

Anderson, C. J. 

Atkinson, S. K. 

Balderston, C. C. 

Barkas, B. W. 

Bell, L.J. * 

Bezanson, Á. 

Bishop, D. F. 

Bopp, K. R. 

Boris, T. M. 

Bourque, P. J. 

Brecht, R. P. 

Breyer, R.F. 

Buckwalter, W. R. 

Buehler, A. G. 

Burdick, E. D. 

Burley, O. E. 

pya R. LF 
yrnes, J. F. 

Capp, S. B. 

Carlock, J. E., Jr. 

Carson, W. 

Chardak, B. A. 

Chung, A.M, 

Ciesla, C. 

Clifford, A. J. 

Cochran, H. A. 

Cochran, TC: 

Col. of Chestnut Hill Lib 

Community Col. Lib., Tei 
Univ., Cheltenham "Ave, 
Sedgwick St 

Croll, P. D. 

d'Arlin, M. Y. hd 

David, C. W. 

Donald, Adam, Fairfax . 
825, 43rd anë Locust S. 
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Jondero, L, J. 

Jrake, L. A, 

rexel Insi. Lib. 

)uskin, G, 

‘asterlin, R.A. 

‘ed. Res. Bank Li. * gas 
Chestnut St. 

'elsten, B. E. 

‘isher, W. E. 

‘lubacher, J.F. 

tree Lib. of Philadelphia, 
Period. Debi., Middle City 
West Dist. 

‘riend, I. 

‘rain, HL. 

xemmill, P. F. 

zosfield, A. 

xrant, A. 

xrodinsky, J. 

zuerin, J. R. 

LA. 


e T M.S. 
leimer, R. C. 
Iobart, D. M., Curtis Publ. 
Co., Independence Sq. 
Ioffman, G. W. 
Iollander, S. C. 
Tuebner, G. G. 
ackendoff, N. 
ames, C. M. 
eremiah, D. B. 
Zahn, D. P. 
taufman, E. R. 
elley, W. T. 
night, E. T. 
Cravis, I. B. 
Cuznets, S. S. 
LaSalle Col. Lib., Brother 
Edmund Joseph Lib., 20th 
St. and Olney Ave 
ehman, F. A 
Avingstcn, J. A. 
oman, H. J. 
oucks, W. N. 
utz, J. P. 
utz, W. H. 
Maher, E. D. 
Jallery, O. T. 
Markovitz, J. L. 
AcDermott, M. E. 
AcLaughlin, R. U. 
Aead, E. S. 
Aelnicoff, D. C. 
Aennis, E. A. : 
Ailler, E. 
Ailler, = LE jr. 
Nunn, G. H., Jr. 
eir H. H. 
Msen, P. C. 
den, S. R. 
)sterman, L. N. 
almer, G.L. 
-atterson, B® M. 


Patterson, S. H. 

Penn Mutual Life Ins. Co., 
Ins. Lib., 6th and Walnut 
Sts. : 

Pfeffer, I. 

Philadelphia Nat. Bank, Ait. 
Mr. George B. Kneass 

Phillips, A. 

Pitt, C. H. 

Plummer, W. C. 

Polek, P. Se 

Provident’ Mutual Life Ins." 


Co. of Philadelphia Lib., 


P.O. Box 7379 ' 
Richards, H. M. M. 
Roberts, T. 

Rorem, C.R. 
Rose? J. R. 
Rowland, J. P. 
Rowlands, D.T. 
Sass, F. N. 
Saurino, B. 
Scholz, K. W. H. 
Schrag, W. A. 
gabn en K. A. 
Seltzer, I. 
Stanton, F. X. 
SEU C. S., 1014 Walnut 


Taylor, G. W. 

Temple Univ., Community 
Col. Lib., Cheltenham Ave. 
and Sedgwick St. 


i Templ Univ., Sullivan Mem. 


die D. 

Turner, C. L. 

Univ. of Pennsylvania Lib. 
Unterberger, S. H 

Walker, C. E.: 
Warrington, W, E. 
Weintraub, S. ` 
Williams, C. R. 

Wilson, G. L. 

Wilson, J. T., Jr. 

Winn, W. J. 

Wixon, R. 

Woods, R. S, 

Worley, F. M. 

Zecca, P. C. 


Pittsburgh 

Adrian, Sister M. 

Agnew, R. J. 

Amer. Radiator and Stand- 
ard Sanitary Corp." Em- 
ployee Rela. Dept., Bes- 
semer Bldg., Room 1215 

Anastassiades, T. 

Anfield, A. L., Jr. 

Anshen, M. 

Bach, G. L. 

Bastyr, G. 

Blackburn, R. F. 

Blair, J. J. 

Carnegie Free Lib. of Alle- 


Pennsylvania 


gheny, Federal and Ohio 
Sts. 

Carnegie Inst. of Tech., 360 
Administration Hail 

Carnegie Lib., Period. Dept., 
4400$ Forbes St. 
hapel, R. J. 
ooper, W. W. 

Cotton, F. E., Jr. 

Craft, C. J. 

. Cyert, R. M. 

Dickey, A. M. 

Dickey, J. S. 

Dittmar, R. W. 

Duquesne Univ. Lib., Locust 
and Colbert Sts. 

Ferguson, J. M. 

Field, K. 

Friedman, B. H. 

Garsfield, F. M. 


' George, W. D. 


Grosschmid, G. B. 
Grunberg, E. 
Happel, M 
Hartung, B. J. 
Henderson, A. 
Hogan, T. P. 
Holt, C. C. 
Hough, L 
Isaacs, A. 
Jones, M. 
Joseph, M. L. 
Kavaler, V. W. 
Klein, W. H. 
Koos, T. L. 
Lanfear, V. W. a 
Lesher, C. E. 
Martin, D. C. 
McGuigan, E. L. 
McGuigan, J. A. L. 
McKay, M. K. 
Miller, S. L. 
Mitchell, K. M. 
Modigliani, F. 
Monnett, A. A,, Jr. 
Newbury, F. D. 
Nicklas, David W., 205 Bon. 
Air Ave. 
Pennsylvania Col. for Women 
Lib., Woodland Rd. 
Pigman, N. M., Jr. 
Plowman, E. G. 
Roberts, D. R. 
Ryan, John T, Jr, W. 
Woodland Rd. 
Sainsbury, T. 
Sarosi, O. 
Schenker, D. 
Schultz, R. S. 
Scott, R. H. 
Shattuck, L. A., Jr. 
Slesinger, R, E. 
Stone, E. C. 


Pa.-R.I. 


i 


Teasdale, R. E. 
Tyndall, E. G. 


* Tyson, F. 


U. S. Steel Co. Lib., 525 
Wiliam Penn Pl. 

Univ. of Pittsburgh, Nur. of 
Bus. Res., 2117 Cathedral 
of Learning 

Univ. of Pütsburgh, Cathe? 
dral of Learning 

Watson, J. P. 

Wunder, C. S. 

Zebot, C. 


- Quakertown 
Bryski, A. J. 


Quarryville 
Gertler, A. 5. 
Gertler, M. 


Reading 
Albright Col. Lib. 
Frarkel, P. 
Reading Pub. Lib. 

Riegalsville 
Fenninger, L., Jr. 


Scranton 
M. ta Col. 
Box 491 
Rieger, V/. 


Lib. P.O. 


_ Univ. of Scranton Lib. 


Selinsgrove 
Susquehanna Univ. Lib. 


Slippery Rock 
State Teachers Cel. 


South Williamsport 
Wright, L. T. 


State College 


Anderson, W. C. 
Babione, F. A. 
Belfer, N. 
Cook, F. H. 
Cutler, H. A. 
Dye, E. V. 
Fouraker, L. E. 
Hasek, C. W. 
Hench, W. ^ii 
Leffler, G. L 
Leonaré, on 
Levin, H. 
Levinson, 
Liebhafsky. E. M. 
Malott, E O. 
Malott, E. O., Jr. 
McKiniey, D D. H. 
McMillan, W. M. 
Mendelson. M. 
Pennsyvonia State Col. Seri- 
als Dept 


Geographical List 


Proctor, E W. 

, Reedy, J. H., Jr. 
' Smith, E. J. 
Stonier, mi E. 
Wallace, I. H. 
Waters, R. H. 


Sunbury 
Rohrbaugh, D. W. 


Swarthmore 


* Brown, W. H., Jr. 


Conard, J. W 

Cox, R. 

Johnson, M. M. 
McCahan, D 
Meinkoth, M. R. 
Pierson, F 

Seybold, J. W. 
Swarthmore Col. Lib. 
Wea ertor W. D: 
Wilcox, C 


Upper Darby . 


Kahler, C. M. 
Marquis, R. W. 
McDonnell, D. C. 


Villanova 
Villenova Col. Lib. 


Wallingford 
Bonnell, A. T. 
Whittlesey, C. R. 


Warren 


Cowden, W. H., 19 Fourth 
Ave. 


Washington 
. May, J. W. 
Waltersdorf, M. C. 
Washington and Jefferson 
Col., Mem. Lib. 
Wayne 
Davis, H. S. 
Skerrett, W. H. W., Jr. 


Waynesburg 
Waynesburg Col. Lib. 


^ West Chester 
Brainerd, C. P. 


_ West Lancaster 
Everett, W. E. 


Wilkes-Barre 
Cussen, A. E. 
Kings Col. Lib. 
Wilkes Col. Lib. 

Williamsport 
Lycoming Col. 


Wynnewocd 
Woerner, K. 


PUERTO RICO ` 


- Mayaguez 


Col. of Agric. and Mech. At 
Property Clerk 


- Ross, D. F. 


Ponce 
Catholic Univ. of Puerto R 
Lib. . 


Rio Piedras 
Cordero, F. A. 
Quintero- -Ramos, A. M. 
Univ. of Puerto Rico, 5 
Sci. Lib. 
Univ. of Puerto Rico Lib. 
Viscasillas, F. S. 


San German 
Poly. Inst. of Puerto F 
Lib. 


San Juan 
Carnegie Lib. of Puerto. R 
P.O. Box 3127 
Cordero, R. D. J. 
Fischman, L. L. 
Gov. of Puerto Rico, Ei 
Devel. Admin. Lib., 


2672 

Personnel Ofice of Pu 
Rico, Mrs. Matilde 
. Jimenez, Chief, Ada 
Serv. Div. 

Taylor, M. C. 


Santurce 


. Bermudez, J. 


Gov. of Puério di Bu 
Agric. Econ., Dept. 
Agric. and Com. 

Sirken, I. A. 


RHODE ISLAND 


East Providence 
Prisco, J. C. 


Kingstoa 
Castles, I. C. - 
Kaiser, C. W. 
Rockafellow, R. 
Sabatino, R. 'A. 
Schurman, B- 

Univ. of Rhode Island L 


Norwood 
Pitterman, M. - 


Providence a 
Ainsworth, K. G. 
Beatty, W. C. 

Borts, G.H. e 
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Bosland, C. C. 

Brown Univ. Lib. 

Foley, J. H., Jr. 

McHale, T. R. 

Pembroke Col. Lib. Brown 
Univ. Lib. 

Providence Col. Lib. 

Pap: Lib., 229 Washington 

1. 

Rhode Island State Lib., 
State House 

Quirk, C. B. 

schiller, F. F., Jr. 

Schwartz, E. 

Smith, C. A. 

Stoltz, M. P. 

Taft, P. 

Van Tassel, R. C. 

Whiteside, M. L. ` 


SOUTH CAROLINA 


Beaufort 
&nauth, O. W, 


Charleston 
Citadel Lib. 
Zondon, L. E. 
Mettler, J. C. 


Clemson 
7oung, J. J. 


Clemson College 
ull, G. H. 


Columbia 


illen Univ. Lib., Econ. Dept. 

Jenedict Col., Starks Lib. 

Jerrick, S. M. . 

xeisenheimer, ‘A. L. 

rittinger, C. M. 

Torris, J. A. 

mith, A. G., Jr. 

‘andy, W. L. 

niv. of South Carolina, 
McKissick Mem. Lib., Pe- 
riod. Rm. 


Dalzell 
obey, R. W. 


Gaffney 

imeslone Col. Lib. 
Greenville 

urman Univ. Lib." 

ob Jones Univ. Lib. 
Newberry 

man, J. A. 

rages, L. B. 
Orangeburg 

late A. andeM. Cot. Lib. 
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Rock Hill 
Winthrop Cor, Carnegie Lib. 


. - Spartanburg 
Converse Col. Lib. 
Wofford Col. Lib. 


SOUTH DAKOTA 


Brookings 


Feder, E. 

Helfinstine, R. D. . 

Smythe, L. T. 

South Dakota State Col., 
Lincoln Mem. Lib. 


Huron 
Hunon Col. Lib. 


Mitchell 
Dakota Wesleyan Univ. 
Pierre 
South Dakota Free 
Comm. 


Sioux Falls 


Augustana Coi. Lib. 
Sioux Falls Cal. Lib. 


Springfield 
NE State Teachers Col. 
Lib. 


Vermillion 
Jones, J. P. 
Mathis, P. C. 
Patterson, R. F. 
Univ. of South Dakota Lib. 
Whitlow, C. J. 
Yankton 


Janssen, H. 
Kunick, Sister M. C. 
Yankton Col. Lib. 


TENNESSEE 


Bristol 
Guyton, P. L. 
King Col. Lib. 
Chattanooga 
Kampmeier, R. A. 
Lebovitz, H. A. 
Univ. of Chattanooga Lib. 
Wesson, W. H., Jr. 
Clarksville 
Austin Peay State Col. 


Collegedale 
Southern Missionary Col. Lib. 


Cookeville 
Tennessee Poly. Inst. Lib. 


Lib. 


Greeneville 
Austin, R. C. 
Russell, J. D. 
Tusculum Col. Lib. 


ogate 
NA n Mem. Univ. Lib. 


bd Jackson 
Union Univ. Lib. 


Jefferson City 
Carson-Newman Col. Lib. 


Johnson City 


East Tennessee State 
Charles C. Sherrod Lib, 


Kingsport 


Tennessee Eastman Corp., 

Bus. Lib. 
Knoxville 

Bertram, R. F, 

Bunke, H. C. 

Deupree, R. G. 

Holly, J. F. ' 

Knoxville Col. Lib. 

Krutilla, J. V. 

Kuhlman, C. E. 

Lawson McGhee Lib, 217 
Market St. 

Macon, H. L. 

Robertson, R. M. 

Robock, S. H. 

Ruttan, V. W. 

Spitze, R. G. F. 


Col. 


Tennessee Valley Authority, . 


Tech. Lib. 
Trosper, J. F. 
Univ. of Tennessee Lib. 
Ward, F. B. 
White, C. P. 
Wilcox, J. H. 


Martin 


Univ. of Tennessee, Martin 
Br. Lib. 


Maryville 


Maryville Col., Lamar Mem. l 
Lib. 


Memphis 

Davis, J. A. 

Goodwyn Inst. Lib. 

Hon, R. C. 

Horne, M. K., Jr. 

Junkin, W. R, 

Lemoyne Col, 807 Walker 
Ave. 

Markle, H. J. 

Memphis State Col, Educa. 
Div. Lib. 

Mohr, G. R. 

Moloney, J. F. 


R.I.-Tenn. ` 


oy 


. Tenn.-Texas 


be 


Y 
A 


E 


Ross, S. 
Southwestern. Lib. 


Milligan College 


. Milligan Col. Lib. 


Murfreesboro \ 


Middle Tennessee State Col. : 
Lib. 


Nashville 
Belmont Col. Lib., Belmont 
Heights 
Carlson, R. E. 
Fels, R. ME. 
Fisk Univ. Lib. 
Granick, D.  . 
Henderson, V. W. 


Hope, J., IL 
Jakes, Robert, 2800 Charlotte 


Ave. 

Joint Univ. Lib. 

David Lipscomb Col. Lib. 

Maier, F. E. 

Markham, J. W. 

Nicholls, W. H. 

George ' Peabody Col. 
Teachers 

Rasmussen, E. G. 

Selden, R. T. 

Shahan, E. P. 

Stocking, G. W. 

Tennessee A. and I. State 
Univ. Lio 

Trevecca Cel. Lib. 

Ward, J. E., Jr. 


Oak Lee 
Giffey 
Oak MA “Pub. Lib., 
Box 532 


for 


P.O. 


Pressmen’s Home 
Int. Printing, Pressmen and 
Assistants Union, Service 
Bur. 
n 
Degen, 
Univ. of R NS Lib. 


TEXAS 


Abilene 


Abilene Christian Col. Lib. 
Hardin-Simmons Univ. Lib. 
McMurras Col. Lib. 


Amarillo 
Amarillo Col. Lib. 
Amarillo Pub. Lib. 

Arlington 


Arlington Stale Col. Lib. 
Armstrong, A. B. 


Geographical List 


Austin 


' Allen, R. A. 


Ayres, C. E 

Breswick, W. N. 

Burger, A.A. 

Chute, A. H. 

Cohen, N. 

Cox, A. B. 

* Delorme, D. P. 

Dolley, J. C. 

Fitzgerald, Ig A. 

Gordon, W 

Hale, E. E. 

Huston-Tillotson Col. Lib., 
West Campus 

Kay, J. R. 

Lanford, A. J. 

Lecht, L. A. e. 

Lone George, 2400 Pruett 


McDonald, S.L. 

McMillan, T. E., Jr. 

Meyers, F. 

Mullennix, G. L. 

Nelson, E 

Polakoff, M. 

Prather, C. L. 

Sailors, J. W. 

Sanderson, G. H. 

Seelye, A. L. 

Slaninger, È E. W. 

Snell, H. K 

Spriegel, W.R. 

Stockton, J. R. 

Texas State Lib., State Capitol 

Thompson, C. C. 

Univ. of Texas Lib., Serials 
Acquisition 

Vaughan, E. H. 

Zimmermann, E. W. 


Baytown 
Lee Col. Lib. 


Beaumont 
Lamar State Col. of Tech. Lib. 
Bellaire 
Child, R. W. 
Belton 
Mary | Hardin-Baylor 
Lib., Baylor Sta. 
Big Spring 
Howard County Junior Col. 
Lib. 


Col. 


Borger 
Frank Philips Col. Lib., Box 
1125 


Brownwood 


Howard Payne Col. Lib., Box 
493 


14: 


Canyon 
West Texas .Stcte Teacher 
Col. Lib. 


Carthage 
Panola County Junior Col 
P.O. Box 757 


College Station 
Adams, I. G. 
Butler, M. H. 
Chalk, A. F. 

Clark, F. B. 

Delaplane, W.H. 
Hamilton, T. R. 

Layer, R. G. 

Leland, T. W. 

Morgner, A 

Texas A. and M. Col. Lib. 
Waller, J. M. 


Commerce 


East Texas State 
Col. Lib 


Corpus Christi 
Delmar Col. Lib., 101 Bak 
win Blid. 
La Retama Pub. Lib. 511 « 
Broadway 


Dallas 
Blomquist, H. W. 
Dallas Pub. Lib. 
Fed. Res. Bank Lib., Sta. . 
Goodstein, B. M. 
Irons, W. H. 
Johnson, K. W. 
Tohnson, R. B. 
Lay, C. F. 
Marks, M. M. 
Miles, H.N. 
Pritchett, W. M. 
Sharp, L. 
Smith, x A. 
Smith, B ao 
Southern Methodist Unis Li 
Zingler, E. K. 
Zook, P. D 


Denton 
Barton, S. B. 
Melton, R. B. 
North Texas State Teache 
Col. Lib. 
Texas State Col. for Wom 
Lib., Boge 3715 


El Paso 


Olm, K. W. 
Spencer, JH.D. ° 
Texas Western Col. Lib. 


Fort Worth 


Burrus, D. R. 
Hastings, P. G. e 


Teachei 


è 
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Jones, R. G. Wiley Ccl., Carnegie Lib. Raborn, M. 
Pub. Lib. 
Store, V. V. Nacogdoches UTAH 
Texas Christian. Univ. Lib. Stephen F. Austin Staie Logan ` 
Texas Wesleyan Col. Lib. V Teachers Col. Lib. I V.L 
i Cornish, R. S. STAC eC: Ve oe 
Galveston d Muay, E. B... : 
Rosenberg Lib. Odessa e Ulan State Agric. Col. Lib. 
Georgetown Odessa Col. Lib., Box 3752  * Midvale 
Merzbach, L. H. Panhandle Salt Lake County Lib. 
Hawkins War: ren, D. M. * Ogden 
Jarvis Christian Col. Lib. Prairie Vi Carnegie Free Lib. 
di Ea paca dices Rawls Te oor Swaren, O. C., Broom Hotel, 
Houston sje ve Washington’ Blod. at 25th ` 
Buechel, F. A. San Antonio Sh 


Burtchett, F. F. 
Continental Oil Co., 
Post, Ind. Rela. 

Bax 2197 
ERO: L., Jr. 
Daly, L. L. 

Giles, J. B. 

Gloster, J. E. 
Gonzalez, R. J. 
Haemmel, W. G. 
Herman, C. L. 
Hodges, J. E 

Houston Pub. Lib. 
Ness, N. T. 
Owen, J. P. 
Rice "ust. 


John 
Dept., 


Lib, P.O. Box 


ipd R. E : 

Texas Southern Univ., 3201 
Wheeler Ave. 

Unio. of Heuston Eib., Seri- 
als Lib., Cullen Blvd: 

Univ. of "St. Tkomas Lib., 
3812 Manirose Bled. 

Williams, H., Jr. 

Yeager, F. S. 


Euntsville 
Sam Houston State Teachers 
Col., Estill Lib. 
Kilgore _ 
Kilgore Col. Lib. 
Kingsville 
Texas Col. of Arts and Ind. 
Lib. . 
Lubbock 


Clover, V. T. 
Rouse, R. L. 
Texas Tech. Col. Lib. 
Wissen, T. F 


Marshal! 


Bishop Col 
East Texas Baptist Col. 


Bowman, A. C. 
Hendricks, H. G. 


. Hohenberger, R. 


Incarnate Word Col. Lib. 

Kitchell, E. 

Kohnen, G. B. 

Oblate Fcthers! de Mazenod 
SOEUR. 285  Oblate 


Our Lady of the Lake Col. Lib. 

Park, H. R 

Riley, F. P 

St. Philips Junior Col. Lib., 
2120 Dakota 

San Antonio Col. Lib., 1300 
San Pedro Ave. 

San Antonio Pub. Lib. 

Sayle, W. E. 


. Strong, A. S. 


Todes, J. Ł 
Trinity rd Geo. Storch 
Mem. L 


San Marcos 


Southwest Texas State Teach- 
ers Col. Iib., Box 695 - 


Seguin 
Baumbach, B. C. 


Sherman 


Austin Col. Lib. 
Hall, C. L. 


Tyler 
Carnegie Pub. Lib. 
Texas Col. Lib. 


Waco 
Baylor Univ. Lib., Box 307, 
Baylor cae Sia. 
Hamner, H. H 
Hinton, B. J. 


Lang, A. S. 
Robinson, E. J. 


Wichita Falls 


Kemp Pub. Lib., Lamar Park 
M Tr eld Univ, Martin 


Provo 
Pond, A. S. 
Provo Pub. Lib. 
Brigham Young Univ. Lib, 


Salt Lake City 
Adams, T. C. 
Bearnson, J. B. 
Hatch, G. 
Larrowe, C. P. 
Devils i 4 

agani, r 
Paxton, M.C. 
Rasmussen, J. J. 
Richardson, R; C. 
Stucki, R. 

Univ. of Utah Lib. 
Walker, D 


VERMONT 
Bennington 


Bennington Col. Lib, 
Soule, 


Bethel 
Dimock, M. E. 


Burlington 
Andrews, D. K. 
Briggs, L. L 
Dodge, N. T. 
Hooley, R. 

Le Sourd, D. A. 
Lohman, P. H. 
Trinity Col. Lib. 
Univ. of Vermont Lib. 


Hinesburg 
Carse, H.'H. 


Marlboro 
Marlboro Col. Lib. 


Middlebury 
LeClair, E. E., Jr. 
Middlebury Col. Lib. 
Prentice, J. S 
Smith, D. K. 
Stratton, 5. S. 


me 


(7^3 


Vt.-Va. 


Montpelier 
Holland, J. E. 
Limber, R. C. 7 
Meredith, L. D. 
Vermont State Lib. 


Northfield N 
Bornemann, A. 
Norwich Cui Lib. y 
Reed, R. W 
Soltis, C. 


Norwich 


Carter, W. A. 
Peisch, A. M. 


St. Johnsbury 


Burringtcn, L. I. 
Goodrich E. E. 


Thetford 
Mudgett, B. D. 


Vergennes 
Lounsbury, R. H. 


Winooski Park 
St. Michiel's Col. Lib. 


VIRGINIA 

Alexandria 
Abbott, R. T. 
Baran, V. 
Barton, H. C. 
Bauer, `. J. 
Beggs, D. E., Jr. 
Blaisdell, P. H. 
Blaser, A. F. Jr. 
Block, H. 
Blum, R. 
Bovet, E. D. 
Braun, K. 
Brickman, M. S. 
Broida, A. L, 
Brokaw, P. L. 
Brown. P. S. 
Brunner, E., Jr. 
Brunner, G. L. 
Burhaas, N. C. 
Calkins, G. N., Jr. 
Darling, H. D. 
Dawson, W. C. 
Dixon, R. C. 


ru George A., R. 2, Box 


Fada Miguel, Hunting 
Towers Cenier, Mount Ver- 
non Blod. 

Golay, F. H. 

Golerabe, C. H. 

Gotschall, G, P. 

Grant, W. F 

Gutcaess, F. J. 

Hasse, H. 

Hair, D. 

Havden. B. R. 


Geographical List 


Hayes, F. O. 
Hetby, E. P. 
Holsen, J. A. 
Howard, G. E. 
Ige, T. H. 

Jacobs, G. R. 
Johnson, T. F., Jr. 


è Kalmanoff, G 


Kaplan, E. J. 
Katz, J. L. 
Kaufmann, J. H. 


* Kemp, B. A. 


Kenny, N. G. 
Kirby, R. M. 
Lederer, W 
Matthews, C. D. 
McGill, K. H. 


Miller, P. L. e. 


Nelson, R. W. 
Netschert, B. C. 
Pawley, F. R. 
Peel, E. O. 
Peel, F. W. 
Riley, D. C. 
Seltzer, G. O. 
Sherrard, A. 
Sherrard, E. H. 


Strauss, F. 
Sullivan, C. M. 
Tolley, H. R. 
Turrell, V. 

Van Sant, E. R. 
Wasson, R. C. 
Weiss, S. 
Wexler, H. J. 


Annandale 
Homer, W. M. 
Huddle, F. P. 
Lachman, A. E. 


Arlington 
Adamson, W. M. 
Allen, J. E. 
Alton, T. P. 
Anderson, D. S. 
Atkinson, L. J. 
Atkinson, W. M. 
Baker, J. A. 
Bardach, H. G. 
Bashkin, H. S. 
Bean, L. H. 
Blitman, S. 
Booth, S. L. 
Bondreau, H. C. 


. Brodsky, N 


Bryant, L. C. 
Bullock, R. J. 
Burch, D. W. 
Campbell, C. D. 
Campbell, R. G. 
Caplan, B. 
Cazell. G. F. 


Geo. Mason Lr. 


Culbertson, J. M. 


Custard, H. L 
Dean, P- N 
Dessel, M. D 

Di Venuti, B. 
Dudley, C. . 
Eakens, R. H. S. 
Evans, W. D. 
Farioletti, M. 


-Fassberg, H. E. 


Feldstein, M. J. 
Ferger, W. F. 
Fetter, T. A. 
Firfer, A. 
Firfer, A. W. 
Fisher, J. L. 
Forth, M. L. 
Fox, L. A. 
Frank, I. 
Frank, W. A. 
Frechtling, C. S. 
Frechtling, J. A. 
Fritz, W. G. 
Goldstein, H. B 
Goodman, J. S 
Goodman, S. S. 
Gordon, N. N. 
Grey, L. ` 
Gross, B. M. 
Grove, E. W. 
Harlan, C. L. 
Hassell, E. W. 
Henle, P. 
Hersey, A. B. 
Honnold, J. H. 
Inwood, E. L. 
Irwin, H. S. 
Johnson, S. E. 
Joseph, K. R. 
Kefauver, E. O. 
Keller, F. E. 
Kennedy, R. D. 
Klein, R. M. 
Knappen, L. S. 
Lawson, M. G. 
Leighton, L. 
Lerner, E. R. 
Lerner, P. A. 
Libbin, E. M. 
Losee, G. C. 
Lovass, L. 
Lowery, D. 
Mandel, B. 
Marengo, L. 
Martin, M. E. 
Marx, R. L. 
McClung, N. D. 
Miller, W. S. 
Mintzes, J. 
Moe, A. F. 
Morris, F. E. e 
Morrison. L. A. 


` 
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Aosse, R. 

Ayers, H. L. 
Jorwood, B. 
)mohundro, E. H. 
)sborne, R. L. 
)wens, R. N. 
'ersors, C. E. 
'etras, G. S. 
'ettee, J. C 
incus, J. 

into, R. W. 
iovia, F. 
'rewiti, R. A. 
"roschan, A. 
*ruefer, C. H, 
tashish, M. 
veagan, B. B. 
teagan, S. C. 
Reedy, T. W. 
teischer, O. R. 
tiley, H, E. 
tobinson, H. W. 
tosenblatt, S. M. 
tyan, F. W. 
'alisbury, J., Jr. 
janderson, F., H, 
ichulman, A.A. i 
eastone, D. A. 
legal, P. M. 
ieverson, H. L. 
ihepard, E. F. 
ihields, T. K. 
ilverstrand, C. F. 
inn, M. E. 
ilade, J. E. 
mith, R. E 
iolterer, J. 
itehman, J. H. 
iteinbach, R., Jr. 
itocking, C. A. 
“aub, E. S 
rerborgh, G. W. 
vierney, J. L. 
tyson, L, S 
Jlmer, M. 
Jmstott, D, 
7ernon, R 
7etterling, P. W. 
7iehman, R. C. 
Vehrwein, C. F. 
Veinberg, E 
Vills, D 
Winslow, E. M. 
Volf, C., Jr. 
Voolley, H. B. 
"affa, I. 

Zane, B. S. ‘ 
Young, B. O. 
‘elder, R. E. 
tempel, A. 
"lotnick, f. 


Ashland 
Jaskin, C. W. 
Randolph-Macon Col., Waller 


| Hines PegeeLib. 


Blacksburg 


Johns, V. O. 
Miller, B. O. 


Hexic, J.S. 

irginia Poly. Inst. Lib. 
Bridgewater 

Wright, C. C. 


Bristol | 
Sullins Col. Lib. 


Broad Run 
Kube, H. D. 


Charlottesville 

Gee, W. 
Gravfs, J. 
Hyde, D. C. 
Kincaid, E. A. 
Mikesell, R. F. 
Miller, H. H, 
Nicholson, H. W. 
Paterson, R. W. 
Starnes, G. T. 
Stone, R. W. 
Thomas, L. J. 
Univ. of Virginia, Alderman 

Lib. 
Vining, R. 
Wright, D. M 


Emory 

Emory and Henry Col. Lib. 
Fairfax 

Bacon, M. A. 

Ensley, G. W. 

Herfindahl, O. C. 

Shaw, W. H. 
Falls Church 

Allen, E. L. 


Arnow, K. S. 


Arnow, P. 
Bennett, W. B. 
Bohr, K. A. 
Brannon, G. M. 
Branson, R. E. 
Burk, M. 
Campbell, R. P. 
Campbell, W. G. 
Coker, J. D. 
Curtis, W. R. 
Dale, W. B. 
Ebenfield, A. A. 
ADS ^ J. 
Gillis, H. A., Jr. 
Glaser, E. 
Goldwasser, B. C. 
Godaire, J. G 
Gresham, H. D. 
Hovda, H. B. 
Hurwitz, A. 


James, George W., 400 Fisher 


Dr. 


Virginia 


Jaracz, W. A. 
Jones, S. V. 
Keyser, C. F. 
Koenig, H. J. 
Leven, M. 
Loude . B. 

Loudol, E. M. 

Majewski, L. J. 

Mayne, A. 

McEvoy, R. H. 

McFeaters, M. C. 

McGann, P. W. 

Paige, A. D. V. 

Parsons, E. A. 

Phillips, G. E. 

Richter, J. H. 

Robinson, J. A. 

Rollefson, A. M. 

Schepmoes, D. F. 

Scol), E. E. 

Scudder, D. B. 

Shaw, W. F. \ 


. R. 
Wardwell, C. A. R. 
Warren, F. G. 
Weinfeld, W. 

Farmville 
Longwood Col. Lib. 


Fort Lee 
Weingartner, H. M. 


Fort Monroe 
Stein, B. 


Fredericksburg 
Dodd, J. H. 
Sublette, M. H. 
Mary Washington Col. of the 


Univ. of Virginia, E. Lee ^ 


Trinkle Lib. 


Goldvein 
Pixley, R. A. 


Hampden-Sydney 
Hampden-Sydney Col. Lib. 


Hampton 
Chou, Y. 
Hampton Inst., 

Lib. 


Huntington 


Harrisonburg 
Madison Col. Lib. 


Herndon 


Compton, W. M. 
Palmer, J. T. 


Hollins 
Hollins Col., Cocke Mem. Lib. 


EE" a 


e. 


Va.-Wash. 


Hollins College 
Jackson, K. C. 


Lexington 
Adams, L. W. 
Atwood, E. C, Jr. Ñ 
Balsley, H. L. 
Griffith, E. C. 
Hancock, G. D. 
Holder, B. B. 
Howard, E. H. 
Phillips, M. O. 
Virginia Mil. Inst. Lib. 


Lortoa 
Hart, S. K. 


Lynchburg 
Klemm, M. 
Lynchburg Col. Lib. 
Matecki, B. E. 
Randolph- Macon 

Col. Liù 
Stern, C. 
Virginia Seminary Lib. 


McLean 
Carroll, M. R. 
Dulles, E. L. 
Horne, R. L. 
Horowitz, D. L. 
Sarich, E. R. 
Scattergood,. M. 
Schmukler, S. 
Warburton, A. A. 
Warburton, C. A. 
Welsh, C. A 
Wolf, A. C 


Norfolk 
Col. of Wiliam and Mary- 
V.P.1., Hampton Bivd. 


Shepard, J. F 
Virginic State Col., Norfolk 
Div., 312 Wood St. 


No-th Arlington 
Jones, W. G. 


Pe:zersburg 
Virginia Siate Col., Johnston 
Mem. Lib. 
Williams, W. E. 


Portsmouth 
Charuhas, G. P. 


Princess Ànne 


Beale, T. W. 
Harreli, C. 


Richmond 
Berry, T. S. 
Bull, E. M. 
Campbell, A. S. 


Woman's 


Geographical List 


Fed. Res. Bank Lib., 9th and 
Franklin Sts. 

Holm, E. E., Jr. 

Hurt, B. M. { 

Ingram, M. L. ^ 

Jennings, G. W. 

Lumpkin, R. P. 


* McKinney, G. W., Jr. 


Pinchbeck, R. B. 

Powers, R. 

Richmond Pub. Lib., 101 E. 
Franklin St. 

Thomas, H. P. 

Tucker, R. H. 

Virginia State Lib. 

Virginia Union Univ. Lib., 
1500 N. Lombardy St. 

Williams, C. W. 


Sabot 
Alvis, V7Q. 


Salem 
Poindexter, J. C. 
Roanoke Col., Bittle Mem. Lib. 


Sandston 
Hudson, J. T., Jr. 


South Arlington 
Gallman, R. E. 


Staunton 


Mary Baldwin Col. Lib. 
Black, A. G 


Sterling 
Cramer, E. H. 


Sweet Briar 


Boone, G. J 
Sweet Briar Col. Lib. 


University 
Snavely, T. R. 


University of Richmond 
Modlin, G. M. 
Univ. of Richmond. Lib. 


Vienna 


Freedman, B. N. 
McManus, T. F. 
Means, G. C. 
Pollard, G. M. 
Whitehouse, F. H. 


White Stone 
Christopher, B. B. 


Williamsburg 


Col. of William and Mary Lib. 


Hirsch, A. 

Marsh, C. F. 
Sancetta, A. L. 
Southworth, S. D. 


Taylor, A. G. 


WASHINGTON 


Bellevue 
McGrath, W. H. 


Bellingham 
Smith, W. S. 
Western. Washi englon Col. 
Educa. Lib. 


Cheney 
Dayton, Aretas A., Eas 
Washington Col. of Ed: 
Eastern Washington Col. 

Educa, Lib. 


College Place 


Schneider, W. M. 
Walla Walla Col. Lib. 


Ellensburg 
Central Washington Col. 
Educa. Lib. 
Lundberg, K. V. 
Williams, H. S. 


Everett 


Everett Pub. Lib., 2700 1 
Ave. 


Kenmore 
St. Edwards Seminary Li 


Longview 
Longview Pub. Lib. 


“Mt. Vernon 
Skagit Valley Junior Col. 


Olympia 
Brown, D. M. 
Ellis, P. W. 
Toner, J-L: 
Washington State Lib., i 
ple of Justice 


Parkland 


Jensen, J. E 
Pacific Lutheran Col. Lit 


Pasco 
Jaeger, H. F. 


Pullman 


Beebe, R. M. 

Clower, R. W. 

Guthrie, J. A 

Hayn, R. 

Hendrickscn, P. R’ 
Iulo, W. 

Jacobs, C. D. e 
Lanzillotti, R. E. 
Lapkin, D. T. 

Lee, M. W. e- 
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McAllister, H. E. 

Nelson, jJ. 

State Col. of Washington, Sch, 
of Bus. and Econ., Room 
241, Todd Hail 

State Cel. of Washington Lib., 
Tech. Service Div., Serial 
Record Ses. 

Thayer, R. I. 

Tousley, R. D. 

Van Syckle, C. 

Vaughn, Q. R. 

Wallace, R.F. 


Richland ` 
Parker, R. C. 
Richland. Pub. Lib., 520 New- 
ton 


Seattle 
\nderson, R. B. 
\nton, H. R. 
Juechel, H. T. 
Jutterbaugh. G. I. 
zannon, A. M. 
Zartwright, P. W. 
zheley, W. F. 
zollier, R. P. 
Zonstantin, J. A. 


Javies, M. M. 
zavis; L. È, 
emmen J 
Jolesh 

ingle, kh H. 
xifford, A. 


xillingham, J.B. 
zlickfield, M. D. 
zordon, D. F. 

Iaid, E. C. 

lall, J. K. 

lenning, C. N. 

Iolzman, F. D. 5 
lopkins, W. S. 

[uber, J. R. > 

eske, W. P. 

ones, F. U. 

terry, À. S., Jr. 

ester, H. I. 

ampman, R. J. 

orig, A. N. 

layer, E. S. 

forrisoa, J. 

Iorrissey, F. W. 

[und, V. A. 

‘at. Bank of Commerce, Att. 


Mr. L. Wallis Graves, 1100 
2nd Ave. . 

‘orth, D. C. 

kuda, K á 

verby, G. L. 


eterson, K. P. 

obinson, D. E. ~ 
obsinson, R. M. 

ose, G. 

uggles, H. T 

cattle Pacifis Col. Lib., 3307 
Third Ave. W. 
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Seattle 


Pub. Lib., Period. 
Dee 


4th and Madison 
eallle Univ. Lib., 900 Broad- 
wa 

, R. E. 


` 


Smi 

Steichen, C. E. 

Univ. of Washington Lib., 
’ Acquisitions Div. 

Wheeler, B. O. 

Worcester, D. A., Jr. 


Spokane 


Carroll, C. 

Dizmang, O. K. 

Spokane Pub. Lib. 

Whitworth Cot. Lib. 
. 


Sunnyside 
Bond, D. H. 


Tacoma 
Col. of Puget Sound Lib. 
Tacoma Pub. Lib, Tacoma 
Ave > 
Vancouver 
aye Col. Lib., Fourth Plain 


Emond, J.O. 
Fort Vancouver Regional Lib., 
1511 Main St. 


Walla Walla 


Pub. Lib. 
Whitman Col. Lib 


Washougal 
Akerman, C. 


Yakima . 
Yakima Jpnior Col., S. 16ih 
Ave. 


Yakima Valley Regional Lib., 
102 North 3rd St. 


WEST VIRGINIA 
Athens 


. Bradburd, A. W. 


Concord Col. Lib, 
Creason, W. W. 


Bethany 
Bethany Col. Lib. 
Kyler, R 

Buckhannon 


Lockard, E. K. 
mar Virginia Wesleyan Col. 
ib. . 


Charleston 
Bryant, M. 
Bryant, P. E. 
Kanawha County Pub. Lib. 
Morris Harvey Col. Lib. 


Wash.-Wis. 


Elkins 
Davis and Elkins Col. Lib. 
Fairmount 
Davis,G. F. 
` Foirnfpuri State Col. Lib. 
PRESE s, E. N. 


° Glenville 


Glenville State Col., Robert F. 
Kidd Lib. x 


Marshall Col., 
Morrow Lib. 

Taylor, W. H. 
~ Institute 

West Virginia State Col. Lib. 


Montgomery 
Silander, F. S. 


James E. 


Morgantown 
Campbell, T. C., Jr. 


Clark, J. 
Coleman, R. W. 
Dadisman, A. J. 
Fishman, B. G. 
Fishman, L. 
Hanzaryk, E. W. 
Hutson, W. S. 
Roberts, E. O. 
Somers, ‘CG. 


-Thompson, J. H. 


Tower, R. B. 
Vickers, E.H. 
West Virginia Univ. Lib. 


New Martinsville 
Frazee, G. 


V ` 
Parkersburg 
Holland, R. T. 


Philippi 
Alderson Broaddus Col. Lib. 


Shepherdstown 


Shepherd Col. Lib. 
Stine, O. C 


WISCONSIN 


Appleton 
Bober, M. M.' 
Branch, M. L. 
Genovese, F. C. 
Lawrence Col. Lib. 
McConagha, W. A. 
Miller, C. W. 


Ashland 
Northland Col. Lib. 


Wisconsin 


Badger 
Stephanson, E. M. 


Beloit 
Belott Col. Lib. 
Gerdes, V. \ 


Cottage Grove e 


Murphy, D. W- 


Cudahy 
Shih, K. C. 

Dodgeville 
Temby, J. L. 


Eau Claire 


State Teachers Col. 
Wallin, J. R. 


Green Bay * 

Univ. of Wisconsin, Green 
Bay Ext. Center, Att. Mr. 
S E. Briggs, 240 N. Baird 

[A : 


Kenosha 
Bingham, V. A. 
Gilbert M. Simmons Lib., 711 
59th Pl. 
Kenosha Ext. Center Lib. 
Vocational end Adult Sch. 


La Crosse 
State Teachers Col. Lib, 


Madison 


Alexander, C. K. 
Anon, N. S. 
Askins, Paul, Univ. Co-op., 
702 State St. 
Bakken, H. H, 
Belcher, D. W. 
Bernstein, R. 
Bronfenbrenner, M. 
Cameron, R. E. 
Cheng, P. L. 
Chung, N. K. 
Claunch, S. Ja Jr. 
Crawford, J.E 
DeBaun, R. 
Diaz-Lopez, F. 
Diaz-Rojas, A. 
Doering, W. W. 
Dooley, M. L. _ 
Earley, J. S. 
Edwards, W. I. 
Ellenbogen, G. C. 
Ellenbogen, J. 
Ellsworth, P. T 
Finegan, M. E. 
Fisher, B. R. 
Fisher, G. W. 
Fraine, H. G. 
Gaumnitz, E. A. 
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Glaeser, M. G. 
Goodman, I. B. 


Graner, F. M. 
Grapel, P. 
Groves, H. M. 
Halvorson, H. W. 
Hebe E B. H. 
Hobson, A. 
Hodgson, J. L. 
Kahn, H. W. 
eKaihara, M. 
Katayama, H. 
Kopitzke, V. A. 
Krause, O. E. 
Kruger, D. H. 
Lescohier, D. D. 
Lovejoy, W. F. 
MacDonald, R. G. 
Miller, J. L. 
Miller, S. 
Mire, J. 
Morton, W. A. 
Olsen, R. R. 


Goodman, O. R. / 


~ Parsons, K. H. 


Perlman, S. 
Peterson, M. S. 
Pickart, D 
Pullman, D. E. 
Ratcliff, R. U. 
Raup, P. M. 
Raushenbush, P. A. 
Salazar- Mata, Francisco, 403 
N. Murray St. 
Sauuders, G. S. 
Schur, L. M. 
Skinner, G. S. 
Spiegelglas, S. 
Stevens, M. L. 
Struck, S. H. 
Thatcher, L. W. 
Travis, K. J. 
Tripp, 'L. R. 
Trumbrower, H. R. 
Univ. of Wisconsin, Gen. Lib., 
Period. Div. 
Werner, R. 
Westing, J. H. 
Wilkie, J. A. 
Wilmot, W. V., Jr. 
Witte, E. E. 


Manitowoc 
Manitowoc Pub. Lib. 


Menasha 
Stanley, C. R. 


Menomonie 
Stout Inst. Lib. 


Middleton 
Hansen, R. R. 


Milton 
Hulett, L. W. 


Winter, E. P. 


Milwaukee 

Alverno Col. 1413 S. La 
Bhd. 

Adler, A. V. 

Allen, S. 

Barr, R. J. 

Basil, D. C. 

Becker, A. P. 

Bein, D. H. 

Calkins, F. J. 

Cardinal Stritch Col., 
Floyd Stachowski, 322. 
Lake Dr. 

Divine, T. F. 

Else, A. W. 

Foregger, E. H. 

Froehlich, W. 

Garfield, P. J. 

Gutmann, F. 

Haferbecker, G 

Jablonski, L. S. 


Marquette Univ., Bellars 
Hall. Lib., 1210 W. M 
gan Si, 

Miller, N. J. 

Milwaukee - Downer 
Chapman Mem. Lib. 
Milwaukee Pub. Lib., 814 

Wisconsin Ave. 

Misey, L. S. 

Nemmers, E. E. 

Park, S. A. 

Schwartz, D. A. 

Smalley, O. A. 

Spielmans, J. V. 

Sullivan, T. A. 

Univ. of Wisconsin, 
Div., Ait. Miss. E. Je 
627 W. State St. 

Weinlein, A. G. 

West, R. J. 

Wisconsin State Col. i 
3203 N. Downer 


Morrisonville 
Naeseth, E. O. 


New Holstein 
Iversen, L. I. 


Oshkosh 


Gunderson, S, E. 
State Teachers Col. 


Racine 
Freeman, L. L. 
Lang, R.O. ° 


(48 
?ackard, H. M. 
Univ. of Wisconsin, Ext. 
Center Lib., 629 Lake Ave. 
Ripon 
doag. C. R. 


Ripor Col., Lane Lib. 
Nesthagen, M. E. 


River Falls 


smith, G, N. 
Wisconsin State Col. 


Shorewood 
Nard, F. B. 


Stevens Point 
State Teachers Cot. 


Superior 

3riggs, R. 

Wisconsin Siate Col. Lib. 
Waukesha 


Carroll Col. Lib. 
Waukesha Pub. Lib. 
Wend, J. S 


Wausau 


&uhlman, J. M. 

Univ. of Wisconsi: n, Wausau 
oe Center Lib., W. Stuart 
i. 


Wauwatosa 


zrdmann, H. H, 
šcrimshaw, S. 


West Allis 
Jisbing, L. 
3lojek, J. d 


West De Pere 
st. Norbert Col. Lib. 


Whitewater 
Wisconsin State Cel. Lib. 


WYOMING 


Casper 
Casper Junior Col, Natrona 
County High Sch. Dist. 
Soiffer, J. 


Cheyenne 
zarnegie Pub. Lib. ° 
Wyoming State Lib., Supreme 
Court Bidg. 
Laramie 
Sacgnura, F. T. 
P A R. E. 
<uhn, W. E. 
Unio. of Wyogung Lib. 


' Peters, 
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CARE OF FLEET POST 
i OFFICE 


ocek, Albert J., U.S.S. 
Boxer CVA 21 

Fletcher, D. 0. 

Rappaport, D. 


New York, New York 
Grigsby, Wm. G., SC, USNR, 
U.S.S. Wasp CVA 18 
Kenworthy, M. R. 
Overley, E. M. 
F. M, Jr. 


CARE OF POSTMASTER 
ARMY POST OFFICE 


San Francisco, California 

Ayre, J. 

Cooke, R. G.- 

Cross, 'M. F. 

Ernie Pyle Lib., HQ. and. Sv. 
Command, APO 500 

Fine, S. M. 

Gotschall, J. C. 

Hardie, R. S. 

Logan, Alan, MSA, APO 63 

Martin, Charles F, AF 
16337996, 6920th Scty. Gp., 
APO 994 i 

McCauley, W. F. 

TA O. J. 

Ono, M 

Ritchie, F. 

Shirven, M. N. 

USCAR, Ait. Director, C I 
& E Dept, For Unis. 
2T (Ryukyus) APO 


Wilsey, H. L. 


Youk, C. S. 


New York, New York 
Amerika Raus (K), USCOA 
PAD, APO 777 
Amerika Haus A» USCOA 
PAD APO 5 


" San Francisco, California 


Amerika Haus ty USCOA 


PAD, APO 777 

Behr, A. 

Benoit-Smullyan, E. 

Blakey, R. G. 

Burke, C. K. 

Craig, J. T. 

Dilley, C. A. 

EUCOM Reference Lib., 
Heidelberg Military Post, 
APO 403 

Gregory, D. 

HICOG, Reference Lib., OES 
Box 180, APO 80 

Heath, R. C. 

Hoag, Irving C., Jr., FOUSA, 
APO 676 


Korsun, M. 


«?' Ne 


Wis.-Service 


Lasky, Melvin J., Editor Der 
Monat, Pub/id HICOG, 
APO 742 

Myers, L. B. 

NATO Defence Cal. 
AP 175 

Newsgm, H. F. 

, S. D., USAF, Compt. 

.. Div. 1631st A B Sqdn., Ai-: 
lantic Div. Mats, APO 
124-2 

Ross, J. A., Jr. 

Salzburg Seminar, APO 541 

Shepherd, G. C., Jr. 

Smith, K. R. — 

Stifft, 3. W. 

Traylor, O. F. 

Tuthill, J. W- 


Other Countries 


CANADA 
ALBERTA 


Calgary 
Quirin, G. D. 


Edmonton 
Gainer, W. D. 
Hanson, E. J. 

Univ. of Alberia Lib. 


BRITISH COLUMBIA 


Vancouver 
Bell, G. D. 
Harvey, | J.W. 
Jack 
Ross, E. B 
Vancouver Pub. Lib. 
Weaver, D. V. 


Victoria 


Bur. of Econ. and Statis. 
Dir., Parkomeni Bldgs. 
Victoria Pub. Lib. 


Westbank 


MacLean, W., Westbank Co- 
operative Growers Asso. 


MANITOBA 


Brandon 
Bauer, M. F. 


, Gunton 

Gilson, J. C. 

Winnipeg 

Brown, A. B. 

Canadian Wheat Bd., 423 
Main St. 

Keith, I. F. 

Krol, J. 

Provincial Lib. of Manitoba, 
Legislative Bldg. 


Lib., 


Other Countries 


Sinclair, S. 
United Col. Lid. 
Univ. of Manitoba, Main Lib. 


NEW BRUNSWICK 
Fredericton 


Univ. of New Brunswi Lib, 


NOVA SCOTIA . 
Antigonish 


Mifflen, Philip S., St. Francis e» 


Xavier Univ. 
St. Francis Xevier Univ. Lib. 
Halifax 
Dalhousie Unto. Lib. 
DeBard, A. A., Jr. 
Dept. of Trade and Ind. 


Prowince Bldg. 
Graham, J. F. 


Wolfville 


Acadia Univ. Lib. 


ONTARIO 


Eastview 
Firestone, O. J. 


Guelph 
Cain, R. F. 
Ontario Agric. Col. Lib. 


Hamilton 


Graham, J. E. L. 
Hamilton Pub. Lib., Main St. 


W. 

MacGibbon, D. A. 

Mclvor, R. C. 

McMaster Univ. Lib., West- 
dale 


Kingston 
Curtis, C. A. 
Knox, F. A. 
Mackintosh, W. A. 
Malach, V. W. 
Queens Univ. Lib. 
Royal Milstary Col. Lib. 
Sawyer, J. A. 
Slater, D. W. 
London 
Inman, M. K. 
Ivor, D. 
Reilly, E. E. 
Univ. of Western Ontario, 
Lawson. Memorial Lib. 


Niagara-on-the-Lake 
Wright, I. 
Ottawa 


Beattie, J. R. 
Brault, F. 
Bryce, R. B. 
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Carleton Col. Lib., 268 First 
Ave. 

Central Mtge. and Hous 
Cerp., CMHC, Lib. No. 
Temporary Bldg. 

Clark, D. H. 

Daly, D. J. 

Dept. of Agric. Main Lib., 413 
Science Service Bldg. 

Dept. of Fin. Lib. 

Dept. of Labor Lib., Confeder- 
ation Bldg. 


Dept. of Nat. Health and Wel- . 


‘are, Dept. Lib., 631 Jack- 
son Bldg. 

Dept. of Trade and Com. Lib., 
No. 1 Temp. Bldg. 

Deputy Minister, Taxgion, 
Nas, Revenue, 444 Sussex 

b; 
Dominion Bur. of Statis. Lib. 


- Duffett, W. E. 


Dymond, W. R. 
English, H. E. 
Francis, C. L. 
Goldberg, S. A. 


‘Gordon, H. S. 


House of Commons Reading 


Room 

Isbister, C. M. 

Jt. Intel. Bur., Room 4713 A 
Bldg. NDHQ i 

Justice Dept., Combines Br. 
Room 122, Justice Bldg., 
Dir., Invest. and Res. 

Lane, J. B. 

Lib. of Parliament 

Loosmore, R. J. 

MacLeod, W. M. 

MacNab, J. E. 

Marshall, H. 

Mills, J. C. 

Morrison, R. J. 

Ottawa Pub. Lib., Main Lib., 
Metcalfe St. 

Popper, F. E. 

Prodrick, R. G. 

Safarian, A. E. 

Shackleton, L. A. 

Simkin, R. 

Skeoch, L. A. 

Stead, G. W. 

Steinthorson, D. H. 

U. S. Embassy, 100 Welling- 
ton St. 

Willard, J. W. 


Toronto 

Bank of Nova Scotia. Lib., 44 
King St. W. 

Bank of Toronio, Att. H. 
Buck, 55 King St. W. 

Bladen, V. W. 

Canadian Tax Found., 191 
College Ave. 

Elliott, G. A. 


Fuller, H. J. 
W. C. Harris & Co., Lt 
Ati: F. J. Westcott, 


Logan, H. A. 

Lougheed, W. F. 

MacGregor, D. C. 

Madden, W., Canadian C 
derwriters Asso. Met 
politan Bldg. 

Moore, A. M. 

Morgan, L. I. 

Morgan, L. T. 

Murray, S. G. 

Porter, A. A. 

Saunders, S. A. 

Secord, D. S. 

Spence, E. J. 

Stykolt, S. 

Thompson, R. W. 

Toronto Pub. Libs., Ref. L 
(General), College and 
George Sts. ' 

Triantis, S. 

Univ. of Toronto Lib. 


Waterloo 
Evangelical Lutheran Se: 
nary of Canada Lib., Wa. 
loo Col. 
Windsor 
Cherniak, A. D. 


Horne, G. R. 
Phillips, W. G. 
QUEBEC 

Hampstead 

Robinson, T. H. 
Lennoxville 

Bishop's Univ. 
MacDonald College 


MacDonald Coi. Lib. 
MacFarlane, D. L. 


Montreal 
Beach, E. F. 
Bell Tel. Co. of Cam 
Statis., Econ. Sec. 
Bouvier, E 


Cameron, J. C. 

Caraloponlos, N. E. 

Dehem, R. 

École des Hautes Études C 
merciales, 535 Viger Av 

Higgins, B. H E 


Ini. Civil Aviation Org., 


Aviation Bldg., Roome, 
James, F. C. 
Kemp, M. C. 
Lalonde, H. 6 
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La Maison Bellarmin Lib., 25 
Jarry St, W. 

Lermzr, Arthur, Sir George 
Willams Col., 1441 Drum- 
mond St 

Loyola Col. Lib., 7141 Sher- 
brooke St., W. 

Marsh, D. B. 

McGill Univ., Redpath Lib., 
3459 McTavish St. 

McGill Univ, Sch. of Com. 
Lib, Purvis Hall, 1020 
Pine Ave. W. 

Nixon, S. E. 

Novotny, J. M. 

Reynolds, Grace, Lib., Rail- 
way Asso. of Canada, 1520 
Mountain St. 

Royal Bank of Canada Lib., 
P.C.B. 6001 

Stenason, W. J. 

Sun Life Assurcnce Co. of 
Canada, Ref. Lib., P.O.B. 
6075 

Taller, H. 

Université de Montreal Bi- 
bliothéque, 2909 Bld. du 
Mont-Royal 

Vanie-, G. 

Sir George Willicms Col. of 
the Y.M.C.A., 1441 Drum- 
mond St. 


Quebec 
Belanger, M. 
Carr, D. W. 
Faculté des Sciences Sociales, 
Bib., 2 rue de l' Université 
s ual 


Lemelin, 


Sainte-Anne de la Poca- 
tiere, Kamouraska 


Ecole Superieure d'Agricul- 
ture Bibliothèque 


^ 


Westmount 
Graham, C. R. . 


SASKATCHEWAN 
Regina 
Legislative Lib. Legislative 
Bldg., Room 234, 
Province of Saskatchewan, 
Exec. Coun., Econ. Ad- 
visory and Plan. Bd., Res. 
Div. 


Saskatoon 


Timlin, M.F. - 
Univ. of Saskatchewan Lib. 


American Esonomic Association 


CENTRAL 


CCSTA RICA 
San jose 
Banco Cerdral de Costa Rica, 
Deparianenio de Estudios 
Economzcos 


\ AMERICA 


Marten, Aberto, Apartado 898 ` 


- Turrielba . 


Inter-Amezicon Insi. Agric. 
Sci., P.O. Box 74 


CUBA 
Havara 

Alvarez, J. 

Arteaga y Drtega, J. 

Banco Necional de 
Econ. Res. Dept., 
736 

Castillo, E- 

Esso Standard Oil Co., 
P.O.B. 4087, 
Billups 

Leon Sottc, E. 

Leza, W: F. 

Lopez-Fresquet, R. A. 

Puente-Duany, R. B. 

Ruiz Gomez, Julian M., Cuba 
160 (Altes) 


Cuba, 
P.O.B. 


SS. A., 
c/o F. H. 


Serrano, E E. 


UNESCO, Soc. Sci. Coop. 
Officer, | Calle 5 a No. 306 
entre C` 

Univ. de Ia Habana Biblio- 
teca. General ; 

Vivo, Hugo. Calle 28 No. 270, 
Apt. B, Yedado 


Mariamao 


Cruz, F 
Maestri, R 


DOMINICAN REPUBLIC 
Ciudac Trujillo 
Lester, A. H. 
GUATEMALA 
Guatemala | 
Banco de Guatemala, Depto. 
de Estudios Econ., 106 y 5A 
Ave. 
Hadjidotou T. 
Munoz, D. 5. 
MEXICO 
Mexicc, D. F. 
Banco de Mexico, 
Apartado 98 bis. 
Banco Nactonel de Comercio, 
Exterior S. A., Depto. de 
Esiudios Economicos, Ve- 
nustiano Carranza 32 


S. A. 


. La Comercial, 


Other Countries 


Banco Nacional de Mexico, 
Dept. de Estudios Eco- 
nomicos, Isabel la Catolica 


Biblioteca de la Universidad 
N. de Mexico Lib., Calle del 
Lig Verdad 2 

e CampDos-Salas, O. 

9 Comision Nad. de Valores, 
San Juan de Letran No. 9, 
40 Piso, Edificio Seguros 
Mexico 

Gomez, A. M. 

Hunsberger, W. S. 

Kellie, Baron of 

Att: L. Z. 


Zevada, Cia. Mexicana de 
Seguros Generales, Juarez 


Macario, S. P. 

Mexico City Col. Lib., Coa- 
huila 223-3 

Nacional Financiera, S. A. 
Depto. de Estudios Finan- 
ceros, Apartado No. 353 

Radvanyi, L 

Saenz, Josue, Sierra Ver- 
tientes 691, Lomas de Cha- 
pultepec 

Sutherland, J. S 

Urquidi, V. L. 

Villasenor, E, 

West, Henry H., Apartado No. 
39 bis . 


Monterrey 

Alonso y Prieto, R. 

Cardenas C, Ramon, Edificio 
Marrogquin, 40 Piso, Zara- 
goza sur 842 

Instituto, Tecknologico y de 
Estudios Superiores de 
Monterrey Biblioteca, Apar- 
tado Postal 118 

Servicos Administrativos, S. 
A., Apartado 747 


NICARAGUA 
Managua 
Banco Nacional de Nicaragua 
Cantarero, L. A. 


Ramires V., Ramiro, Agen- 
cia de Publicaciones 


PANAMA 


Panama City 
U. S. Info. Center, American 
mbassy 


SALVADOR 


San Salvador 
Ariz, J. M. 
Gutierrez, R. M. 
Instituto de Estudios Eco- 
nomicos - 


__ Other Countries 


Instituto Regulador de Cereales 
Schenk, W. =. 


“SOUTH AMERICA 
ARGENTINA ®& 


Buenos Aires 

Acme Agency, Casilla Espe- 
cial 16 

Banco Central de la Rep, Ar- 
gentina Biblioteca y Museo, 

^. San Marten 275 

\ Bonfanti, Mario, San Martin 
201, Piso 5 

Broida, Julio, Ave. de los 
Incas 3872 

Enrico, R. A. 

Galigniana, L. M. 

Libreria dei Colegic, Cade 
Oficina de Prensa, Alsina 
500 

Pescuma, M. 

Silverio Vegega, C. 
Sorenson, Pablo Ove, 
rientes 566, Piso 6 

Vivas, J. B. 


oe Rosario 
X Koller, W. L. 


BOLIVIA 


La Paz 
Goodrich, C. 
Kempft-Mercado, R. 
Merino, F. G. 
Ministerio dz Relaciones Ex- 
teriores y Culto. 


Cor- 


Oruro 

Claros, J. C. 

€ BRAZIL 

Copacabane 

Bulhoes, Octavio, Rra Raul 

Pompeia 132, Apt. 701 

Garrido-Tor-es, J. 

Curitibe 


Faculdade de Filosofic, Caixa 
Postal 1476 


Distrito Federal 


Banco do Brasil, S. A., Depto. 
de Est. Econ. e Div., Caixa 
P.O. 1142 Correio Geral 


Piracicaba 
~. Escola Superior de Agricul- 
* lura, Luiz de Queirot 
Porto Alegre 


Palazzo, J. T. ` 
Viana, Sibiis, Ave. 10 de 
Novembro 254, Apt. 31 
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Corporacton de Fomento de 


Rio de Janeiro 
Produccion, Biblioteca, C. 


Biblioteca do Departamento 


Administrativo do Servico silla 3886 
Publico, Palacio da Fe- f Ganz, A. 
zenda, 6 andar Helfant, H. 


Instituto de Economia, Un 
versidad de Chile, Huerfan 


1117 
Melnick Abeliok, J. 
Perdomo, N 


Biblioteca do Ministerio da 
Fazenda, Palacio da Fa- 
sondi, Decimo segundo an- 


r 
Biblioteca do Ministerio das 


Relecoes Exteriors Shenefield, H. T. 
Biblioteca do, Servico de In- ee G. 

formacao Agricola, Minis- | 

terio de Agricultura, Largo USIE-PRESENTATION, 

da Misericordia vic j American, Embossy 
Camara dos Deputados, cfo 

Francisco Alberto de Silva A COLOMBIA 

Reis, Dir. da Biblioteca e Bogota , 


Dannemann, Robert N. 
SENAC, Depto. Nacional, 
Rua da Candelaria, No. 9-8 
andar 

de- Almeida, Miguel A., 17 
Ave. Princesa Isabel 


Cardenas Perez, P. 

Casabianca, Jaimz, Carrera 
No. 11-37 

de Santamaria, C. S. 

Hirschman, A. C. 

Mendez M., J. A. 


Dias Carneiro, O. A V. H. 
Guimaraes, J. Nunes, Ave. as a 
E Tijuca. 1142 Medellin 
afka, A. 3 Restrepo, D. 
Mortara, G. Calle Restrepo, D 
Bes Joia dw ECUADOR 
ao Jose dos Campos Quito 
Anderson, D. A. Cardenas, ToC: 
Sao Paulo Pitarque, W. J. 
Biblioteca da Diretorio da PARAGUAY 
Publicade Agricola, Caixa $ 
Postal 8116 Asuncion 
Bien Escola Livre de So-. Behrendt, R. F. W. 
ctologia e Politica de Sao 
Paulo, Largo de Sao Fran- PERU 
cisco 19 ~ Lima 


Biblioteca Publica Municipal 
Secco de Revistas e Jornais, Peru 
Rua Consolacao 90-94 Beltran, P. G. 

ga rir rod Biblioteca Nacional de Per 

eFreitas, Luiz Mendonca, Debto. de Revistas y Per: 

Ave. Lacerda Franco 1632 tie “Apartado 2335 : 
me iia tg Komtar d Gilmore 
aiarazzo, Secretaria - - 7 

ib ? - Univ. Mayor de San Mara 

phun Predio Conde Seminario de Economia 


Banco Central de Reserva ¢ 


nai Finanzas 
Universidade de Sao Paulo, : 
Insiituto' de Administracao, Valencia Cardenas, J. 
Caixa Postal 8030 URUGUAY 
CHILE Montevideo 
Balsa, Hettor, Ave. Franki 
Antofagasta E D. Roosevelt 344 ; 
Whelam, Patrick, c/o Belgrano, Gervasio de Posad 
F.C.A.B. Rincon 454, Piso 3, E 
s 319 
Santiago Consejo Interamericano e 
Ahumada, J. Comercio y Produce 
Banco Central de Chile 1400 Misiones 
Castro, S. Regier, D. W. 
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Vallarino, Juan C., Rambla 
Rep. de Chile 1606 


VENEZUELA 
Caracas 
Amer. Ini. Asso, John R. 


Camp, Apartado 2798 
Banco Central de Venezuela 
Brülembourg, J. A., Ave. Los 


Manlos  Vilia Ines, La 
Florida 
Carrillo-Batalla, T. E. 
Ferran, B 


Grases, Pedro, Ave. Mohedano 
9, La Castellcna-Chacao 
McCord, D. R., Creole Pe- 


troleum Corp., Apartado 
88389 - 

Mene Grande Cil Co., Apar- 
tado 709 

Salera, V. 

Sanchez-Cevisa, Joaquin, 


Apartado de Correos 3131 
Universidad Central de Vene- 
zuela, Faculiad de Ciencias 
Econ. y Soc., Residencia 1 
Ciudad Universitaria 


Maracay 


Universidad Central de Vene- 
zuela, Fac. de Ingenteria 
Agronomica, Apartado 4579 


EUROPE 
AUSTRIA 
Graz 
Amerika Haus, Hammer- 
lingasse $ 
Universitactsbibizothek, Átt. 


Dr. Glas, Universitaet 

Universitat Graz, Att» Mins- 
ter A. D., Prof. Dr. Josef 
Dobretsberger, Prorekior 
und Ordinarius für Nation- 
aliokonomie 


Innsbruck 
Amerika Haus, Enlerstrasse 
1j 
Universitactsbibitothek, Att. 
Dr. Hofinger, Universitaet 
Universität Innsbruk, 


Wirtscheftwissenschaftliches 
Seminar, Att. Hans Bayer, 
Innrain 52 


Lipz 
Arbeiterkammer Linz, Volke- 
gertenstrasse 40 
ea 


Salzburg 
Schratzer, A. P. 


Vienna 

Boesel, Dr., Welthandel-Hoch- 
schule, Franz Kleingasse I 

Gerold & Co., 1 Graben 31 

Hochschule für Welthandel, 
Inst. F. Engel Sprache, 
Fronz Kleingasse 1 

Hochschule für Welthandel, 
Inst. für Volkswirtschafts- 
lehre, "Att. Prof. Dr. Rich- 
ard Kerschagl, Franz Klein- 
gasse Í, 

Institut für Wirtschaftswis- 
senchaften, Att. Dr. Karl 
Lueger, Universitat Wien 

Kammer der Gewerblichen, 
Wirtschaft fiir Wien, Stu- 
genrinz 8-10 

Oesterreichische Nationalbank, 
Volkswirtschaftliche Abtei- 
lung, Rockhgasse Nr. 4 

Universilaetsbtbliothek, Dr. 
Dettelmaizr, Universitaet 


BELGIUM 


` Antwerp 


Rifeshondsl-noogeschool, 
Schildersstraat. 
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Brussels 


Banque Nationale de Belgi pi 
Bibliothèque, 15 rue de 
laimont 

de Baerdemaeker, .A., 144 
Boulevard Brand Whitlock 

DeBodt, J. P., 24 Ave. Fr. 
Roosevelt 

Caisse Generale d'Espargne et 
de Retraite, Bibliotheque, 48 
Rue da: Fosse-aux-Loups 

Chlepner, B. S. 

Kredietbenk, S. A., Documen- 
tation, 7 rue d'Arenberg 

Librairie Corman, 28 Rue 
Ravenstein 

Librairie Encyclopedique, 7 
Rue du Luxembourg 

Librairie Folk Fils, Geo. Van 
Campenhout, Succ., 95 rue 
de la Croix-de-Fer 

Ministere des Affaires, Eco- 
nomiques et des Classes 
Moyennes, Bibliothéque, 32 
rue du Luxembourg 

Ministerie van Verkeerswezan, 
Centrale Bibliotheek, Bel- 
liardstraa: 764 

Office Beige du Commerce Ex- 
lerieur. 15 Rue des Augus- 
tins 

Office Belge pour l'Accroisse- 
ment de la Productivie, c/o 
American Embassy ECA 

W. H. Smith & Son, Sub- 


“American Economic Association 


Other Countries 


scription Dept., 71-75 Blvd. 
Adolphe Max 

Taylor, M. F. W. 

U. S. Info Center, American" 
Embassy 


Unigrsité Libre, Bibliothéque 

irae, 50 Ave. F. D. 
‘oosevelt 
Ghent 

Baeteman, Lucien, 341 St. 
Denyslaan 


Claeys Verhaughe Boekhandel, 
& Rue Des Foulons 


Knokke-Le Zoute 


Anglo-American Book and 
Review Expansion, Villa 
Pygmee-Wielingen 6 


Leuze 
Hausirate, Carlos, 
Rempart 16 


Rue du 


Louvain 
Library Le Pennon, 7 Rue 
Frans Nens . 
Nawwelaerts, E., 2 Place 
Cardinal Mercier 
Rousseaux, Prof, 7 Place 
Herbert Hoover 


Meise 
Naessens, M. 


DENMARK 


Aarhus 
Henning Clausens Boghandel, 
Roadhuspiadesen 3 
Upgren, A. R. 


Copenhagen 
Arbejderbevaegelsens, 
tek og Arkiv., 
Brantingsplads 5 
Det Kongelige Bibliotek, Toj- 
husgade 
Finansdepartemenleis, okono- 
misk-stotistiske Konsulent, 
Christiansborg Slotsplads 1 
Heckscher, K. 
Store Nordiske Videnskabs- 
boghandel, Romergade 27 
U. S. Info Center, American 
Embassy 

U. S. Info Center, Periodical 
Reading Circle, American 
Embassy 


Humlebaek 
Andersen, P, N. 


Vaulose 
Hansen, Kurt, Engbovej 37 


Biblio- 
Hjalmar 


Other Countries : 


Y. 
> ENGLAND : 
Belmont 
» Sherrington, C. E. R. 


Birmingham 
Sicbenberg, P. J., 294 EMward 


Univ. Lib., Edgbaston 


Bristol 
Univ. Lib. | 
Cambridge 
Cohen, M. 
Dept. of Applied Econ., Down- 
ing St. 
, Kings Col. Lib. 
* Pigou, A. C. 
Robertson, D. H. 
Robinson, J. 
Univ. Lib. 2 


Chathill 
Beveridge, W. H. 


Derby 


Derby Tech. Col. 
manion Rd. 
W Frank, W.F. 


Dorking 
Neale, W. C. 


Durkam 
Univ. Lit., Palace Green 


Exeter 
Ilersic, A. R., Law orna, Little 
John's Cross Hil 
Univ. Col. of Southwest of 
^J. Englard, Robough Lib., 
¢ Prince of Wales Rd. 


Lib., Nor- 


Exmouth 
Little, L. T. 


Hul 
~ Univ. Col, Lib. 


Leeds 
Univ. of Leeds Lib. 


Leirester 
Univ. Col, Lib. 


Liverpool 
Shackle. G. L. S., Univ. of 
Liverpool, 11  Abercromby 
A- Square 
Univ. cf Liverpool, Tate Lib. 


Landon ; 
Aicher, Peter, 31 Penywern 
Rd. 


Geographical List 15 
Bedford Col. for Women Lib, Univ. of London Lib. Senai 
York Gate Regents Park House 
Blaug, M. Weaver, F. 
Bd. of Trade Lib. Horse- § Westminster Central Ref. Lib 
guards Ave. St. Martins St. 
Bowley, A. L. Wilson, J. S. G. 
Britisit ne Elec. Auth., Stationery — Zagorin, B. 
Sec., British Elec. House, 
Gt. Portland St. Manchester 
* British Lib., London Sch. of Lewis, W. A., Univ. of Mar 
Econ. and Polit. Sci, chester 
Houghton Si., Aldwych Victoria Univ., Univ. Lib. 


ommonwealth Bank of Au- . 


stralia, Advisers Dept, 8 Newcastle-upon-Tyne 


Old Jewry King’s Col. Lib. 
Cottrell, H. C. : 
Dalal, R. D. Nottingham 
Denman, P. F. A.,4 Moorgate Univ. of Nottingham Lib 
Fehmers, J. M. University Park 
Ford, Clyde A., 71 Grosvenor : 

St. Orpington 
Hawtrey, R. G.- Weiss, F. X. 
H.M. Treasury, Clerk of Sta- Oxford 

tonery, Great George St. is 
Houri, T. R. B. H. Blackivell, Ltd., 50 an 
Inland Revenue Lib., Room 7, 51 Broad St. 

New Wing, Somerset House, iin Lib. 

Strand Clay, 
Inst. de Sci. Econ. Appliquee, Pankel ` m 

15 Queensberry Place Harrod, R 
Inst. of Bankers, 10 Lombard Hicks, J. Re 

St.- Jewkes, J. Pi Merton Colle; 
Int. Co-op. Alliance, Gen. Jordan, J. E 

Secy., 11 Upper Grosvenor Loveday, A. 

Sq. MacDougall, G. D. A., Nu 
Kemp, W. B. field. Col. 
Kennett, L. Nuffield Col. Lib, Cam 
Kopanitsas, D. E. House, Bulwarks Lane 
Layton, W. T. Rhodes House Lib., Supt. 
Miller, M. H.: Rosenberg, N. 


Streeten, P. P. 


Monopolies and Restrictive 
Wadham Col. Lib. 


Practices Comnt., Secy., Re- 


T gente D 3 Ca E Ter. Wilson, T 
at. Coa . Lib., Hobart r 
House, Grosvenor Pl. _Reading 
Nat. gmi Tn n Soc. Res., Univ. Lib. 
2 Dean Trench St. 
Potel, T. N., 27 A Eynham Sheffield 
Rd. Burgin, S. F. 


Univ. Lib., Western Bank 


Prudential Assurance Co., 


Lid. Stores Dept., Holborn Wark, R 
nel Southampton 

Robbins, LC Ford, : P.,- Dept. of Econ 
Singer and. Friedlander, Shell Univ. Col. 
Sm E. dci S2 Stockport 
B. F. Stevens & Brown, Ltd,  Coppock, D. J. 
SUUM. a. Grosepnor Sg. Stoke-on-Trent 
Unilever Lid, E. amd S. Univ. Col. of No. Staffgrdshi: 

D. i Unilever House, Lib., Keele ` 

ckfriars 
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Univ. Col. Lib. Abo Akademis Bibliotek 
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Helsinki 
Akateeminen Kirjakauppa, E. 
K. K. 


„Ekonomiska Utredningsbyran, 
Sedra Kajen i0 B 
Juuranto, E., Puistokatu i B 


as 4 

Kansallis-Osake-Pankki, Kir- 
jasto 

Kauppakorkeakoulun Kirjas- 
to, Runeberginkatu 14-16 

. Maatalouden taloudellinen tuż- 

kimuslaitos, Rukkila 

Sch. of Soc. Sci. Lib., Franz- 
eninkatu 13 

Suomen Pankin 
Kirkkokatu 14 

Suviranta, B. 

Tamminen, Mikko, Topeliuk- 
senk 7 A 

Tilastollinen Paatoimisto 

U. S. Info. Center, American 
Legation j 

Univ. of Finland, Historic 
Phitological Inst., Fabrian- 
ink 33 


Turku 
Luoma, Vaino, Kasityolais- 
katu 8B 
FRANCE 


Aix-en-Provence 
Bibliothóque de I Université 
d' Aiz- Marseille, Bouches du 
Rhone 


Kirjaste, 


Bordeaux 
Bibliotheque de l Université, 
20 Cours Pasteur 
U. S. Info. Center, American 
Consulate 


Grenoble 
Bibliothique Universitaire, Pl. 
de Verdun (sere) 
Mossé, R. 


Lille 
Bibliotheque de I Université, 
Pl, Georges-Lyon 
U. S. Info. Center, 37 Rue des 
Ponts de Comines 


Lyon 
Bibliothèque Universitaire, 18 
Quas Claude Bernard 
U. S. Info. Center, American 
Consulate 


Marseille 
e Centre des Jeunes Patrons, 
Sres., 36 Rue St-Jacques 
L' École de Commerce, Dir., 35 
Rue St. Victoire 
. 


American Economic Assoc 


U. S. Info. Center, American 
Consulate Gen. 


Nancy 


Bibliothèque. de V Université, 
11 Place Carnot 


Neuilly-sur-Seine 
Rosenstock-Franck, L. 


Par Borne 

de Jouvenel, B. 

Paris 

Aftalion, A. 

Amer. Lib. in Paris, 9 rue de 
Teheran VIII 

Amer. Students’ and Artists’ 
@enter, 261 Blvd. Raspail 

Barre, Raymond, 5 rue de 
Nontsouris 

Bertrand, R. 

Bibliothéque de la Faculté de 
Droit, 5 Rue Cujas 

Bibliothéque de T "fcole Poly- 
technique, 17 Rue Descartes 

Bibliotheque de I’ Université a 
la Sorbonne, 47 Rue des 
Écoles 

Bouniatian, M. 

Bur. des Acquisitions de la 
Bibliothèque Nationale, 58 
Rue de Richelieu 

Burgess, E. W. 

Centre Nat. de la Recherche 
Scientifique, Service Docu- 
mentation, 45 rue d' Ulm 

Centre Roumain de Recherches 
28 Rue Serpente 

Cominos, A. Z., 3 Rue Lord 
Byron 

Conover, H. 

Conseil Economique Biblio- 
théque, 2 rue de Montpenster 

Credit Lyonnais, Service des 
Etudes Financieres, 19 Blod. 
des Italiens 


- Dale, L. A. 


Dietrich, E. B. 

Dobry, A. 

Gilbert, M. 

Goldenberg, L. 

Haarscher, J. 

Hinshaw, R 

Holben, R. E. 

LN.S.E. E, Documentation 
Economique, 29 Quai Bran- 


y 
Institut de Science Éco- 
nomique Applique, Att. M. 
François Perroux, 35 Bird. 
des Capuchines 
éze, G 
aufenburger, H. 
Lubell, H. 
Lutfalla, G. 
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Mazzocco, W. J. 

Meunier, Charles, 
Hochs 

Mutual Security Agency Lib., 
2 rue Rn Pioneer 

Myer RR 


pud d I 

Orgditisation for European 
Econ. Co-op., 2 Rue André 
Pascal, Service Bibliothéque 

Presidence du Conseil, Dir. de 

Documentation, 14-16 

Rue Lord Byron 

Rist, C. 

Roussos, G. 


Sheahan, J. B. 

Shelton, W. C. 

Sivard, R. 

Solente, Henri, Centre 
d'Études de Placements, 30 
Blvd. Haussmann 

Tsirimokos, Alkiviadis M., 
Org. European Econ. Co- 
op., 2 Rue André Pascal, 
Chateau de la Muette 

UNESCO Lib., 19 Ave. Kléber 

U. S. Info. Center, American 
Embassy 


6 Ave. 


Poitiers 
Bibliothèque de l Université, 


Place du Marche Notre 
Dame 
Presles 
Leduc, Gaston, L'Ermitage 
Rennes 
Bibliothèque Universitaire, 


Alle et Vilaine 
Centre de Recherches, Hist. et 
Econ. de la Faculté des 
Lettres, Pl. Hoche 
Krier, H.y 30 rue Waldeck- 
Rousseau 


Saint Cloud 
Allais, M., 15 rue des Gate- 
Ceps 
Strasbourg 


Bibliothèque du Consiel de 
l Europe, 5 rue de Palais 
U. S. Info. Center, American 

Consulate 


Toulouse 


Bibliothèque Universitaire de 
Toulouse, 56 Rue Deu Taur 


GERMANY 
Augsburg 
Amerika Haus Augsburg, 11 
Prinzregentenstr. 


ri 
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Baden 


- Soiethoff, A. A. C. 


Bamberg 
Geisler, F.. P. 


Berlin A] 


Amerika Haus Berlin, W 30 A 
Einemzirasse 

Amerike Haus Zehlendorf, 35 
Goethestrasse, Zehlendorf 

Bibl. Techn. Universitaet, 
Hardeubergstr. 34, Charlot- * 
tenburg 2 

Kuczynszi, J., Inst. fuer 
Volkswirtschaft und Sta- 
tistik, Humboldt Univ., Un- 
ter den Linden 

Universitaetsbibltothek der 
Freien Universitaet, Gary- 
sir. 45, Dahlem 

Whirischcfis Institut, Dr. 
Friedensburg, Hoiruperstr. 

- 14a, Nekclassee 


Bonn 
Die Buchzentrale, Siegfried 
Fassbender, Blucherstr. 9a. 
Schloss, H. S. 
Universitaeisbibliothek, Am 
Hof 22-34 
Braunschweig 
Institut für Landwartschaft- 
liche, Marktforschung, Fors- 
chunzsanstalt fur Landwirt- 
schaft 
Bremen 


Bremer Ausschuss fuer Wirts- 
chaftsforshung, Parkstrasse 
50 


Coburg 


Ameria Haus Coburg, 5 a 
Schlosstlatz 


Cologne 
Instti fuer Wirischaftspoli- 


tik on der Universitaet 
Koeln 
Staalswissenschaftl. Seminar 


der Uniersitdt Koln, Al- 
bertus- Magnus-Platz 

Univ. u. Siadt-Bibliothek, Al- 
bertus-Magnius-Platz 


Darmstadt 
Landes-und Hochschulbibl. 
Dusseldorf 
Gross. Herbert, | Humbold- 
stresse 74a 
Erlangen 
Amerika Haus Erlangen, 10 
Neurnbergerstrasse 


. , 
: t 
Geographical List 


Universitactsbibliothek, 
versitaelsstr. 1 


Essen / 
Amerika Haus Essen, 1 Hi 


gen 24 í 
Rheinisch-Westfalisches Inst. 

fur Wüirschaftsforschung 

bibliothek, Bismarckstr. 62 


Frankfurt 
e Amerika Haus Cologne, c/o 


Central Dist. Sec., Rhein- 
gaualle Z 

Amerika Haus Frankfurt, 12 
Tannus Anlage 


Benk Deutscher Lander, Bu- 
cheret und Archiv, Taynus- 
anlage 4/5 

Hoeniger, H. 

Kohloff, Friedrich, 11 Henri- 
cusstrasse, Oberursel (TS) 
Kullmer, Hans, 23 Schubert- 

strasse 

Neumark, F. 

Pollock, F. 

Sauermann, Prof., Johann 
Wolfgang Goethe Universi- 
tät 


Stadt. u. Univ. Bibliothek, 
Untermainkat 14-15 

Wolf, Eduard, Wolkswirts- 
chaftliche Abteilung, Bank 
Deutscher Lander 


Freiburg 
Amerika Haus Freiburg, 2 
Goetheplatz 
Dietze, Consiantin v., Uni- 
versstüi Freiburg i B 
Universitaetsbibliotheh, 
partstr. 15, Breisgau 


Rem- 


Geissen 


Bibl. d. Justus, Liebig Hoch- 
schule, Ludwigstrasse 19 


Gottingen 
Ludwig Hantzschel Buch- 
handlung, Weenderstr. 66 
Universitaetsbibliothek, Prin- 
zensir. 1 


Hamburg 
Amerika Haus Hamburg, 1 
Lombardsbruecke 
Goetze & Co., Ballindamm 10- 
l1 


Staats. u. Univ. Bibliothek, 
Moorweidensir. 40 

Wirtschaftswissenschaftlicher 
studienkreis, Walter Lip- 
pens, Rahistedter Weg 118, 
Farmsen 


Uni- ` 


Hannover 
Amerika Haus Hannover, . 
Staendehaussirasse 
Bibl. Techn. Hochschule, 4 
Wolfengarten 1 


Heidelberg 

Amerika Haus Heidelberg, 
Sophienstrasse 

Gustav Koesters Akademise 
Buckhandlung Paul Ot 
muller, Hauptstrasse 60 

Universitaetstibliothek, Plo 
107-109 


Karlsruhe 
Bibl. Techn.  Hochsche 
Herizstr. 16 Bau 42 
Kiel 


Institut für Wolkwirtsch 
Univ. of Kiel 
Schneider,. Erich, Molt 

strasse 29 
Univ. of Kiel, Dir., Econoi 
Seminar 
Universitaets Biblioth 
Brunswiker Strasse 2a 


Leipzig 
Koehler & Volckmar, Len 

stresse 16 

Mainz 
Johannes  Butenberg-Bu 
handlung in der Univer 


tat 
Universitaetsbibltothek, Sa 
str. 19 


Mannheim 
Amerika Haus Mannhe: 
Am Wasserturn 
Bibl. Wirischaftshochscha 
Butenbergstr. 10 


Marburg 
Amerika Haus Marburg, 
Ketzerbash 
Universitactsbibliothek, Fri 
richsplatz 15 
Arndt, H. H, 


Munich 
Amerika Haus Munich, 
Arcisstrasse 
Bayer Staatsbibliothek, 4 
cssstr. I2 
Universitdetsbibliothek, — 
schwister-School-Platz I 


Munster a 
Hofmann, W. G. 
Institut für Wirtschaftses 
Sozialu issenschaft a 
Univ., Hulshoff-Allee 9 


L56 
Universitaetsbibliothek, Bis- 
pinghoy 24-25 


Nuernberg 


Smerika Haus Nuernberg, 23 
Spittlertorgraben x 


Regensburg 


Amerika Haus Regensburg, 1 
Am Watmarkt 


Stuttgart 
Amerika Hans Stuttgart, 9 
. Charlottenstrasse 
Bibl. Tech. Hochsckule, Kep- 
lerstr. 10. 


Tübingen 
Ameriko Haus Tuebingen, 14 
Doblerstrasse 
Buchhandlung, Gasti 
Peter, Hans, Universität Tü- 
bingen 
Universitaetsbidliothzk, Wil- 
helmstr. 32 


Wiesbaden ` 


Amerika Haus Wiesbaden, 12 
Bluenstrosse 

Fuerst, Gerhard, Stat. Amt. 
Vereinegtenwirtschafisge- 
bietes, Rheinstr. 25, ,Biebrich 

Horn, Alexander, c/o Wesi- 
deuische Bibsiothek, Mar- 

. burg/Lahn, Spiegelgasse 9 


Wurzburg 
Monnich, E., Theaterstrasse 4 
Universitaetsbibliothek, Do- 
merschulgasse 16 


GREECE 
Amphilochia 
Kokkalis, A. 


Athens 


Anthracopoulos, Basil, 15 
Keas St. 

Bandaloukas, C. B. 

Bank of Greece, 
Studies Dept. 

Penatis, A. 9 Petsoveu St, 

Bibas, D s 

Bibliothiki Tis Boulis, c/o 
Palata Anaktora 

Cassimatis, C. E. 

Review of Econ. Gnd Polit. 
Sci., c/o Marina Goudis, 7 
Kapsali 

Sbarourfis, A. 

U. S. Info. Center, American 
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Univ. of kis Spoudastir- 
ion Otkonomikon Epistimou 

Zolotas, X., d iolou 82 


Financial 
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Piraeus 
Psarakis, John, Dir. of Pira- 
\ eus Municipality 


Salonica 
Tamaskenides, A. N. 


Thessatoniki 
Univ. of Thessaloniki Lib., P. 
Formozis 


HOLLAND 


Amsterdam 


Bom, A. M., c/o Bjbank 
Javasche Bank, Keizers- 
gracht 88 

de Bitjenkorj, N. V., Maga- 
2i, Damrak 90a 

Dekker and Nordemanns, Wet- 
enschappelijge Boekhandel, 


N.V., O. Z. Voorburgwal 
243 
De | Nederlendsche Bank, 


rE V., Afd Archief Postbox 
de Vries, F., Emmastraat 32 
International Institut voor Het 
Spaarwezen, Driekoningen- 
straat 4 
J nm 


N., Olympiaplein 


Posthuma, S., c/o De Neder- 
landsche Bank, Rokin 

Sebus, G. M. W., Millestraat 
56 IV 

U. S. Info. Center, American 
Consulate Gen. 

Universiteits Bibliotheek Lib., 
Single 1 421 

Van Santen, F. 


Denventer 


Post, J. J., J Van Deventer- 


straat 6 


The Hague 

Economische Voorlichlingsdi- 
enst, c/o Post Office 

Kleine, H. 

Nijhof, N. V. Martinus, 
pines Voorhout 9 

Pels, I., Jaarsveldistraat 101 

Smit, J. E.G 

Tie, K. B. 

Tinbergen, J. 

U. S. Info. Center, American 
Embassy 

Verdoon, P. J., Centraal 
Planbureau, Raamweg 18 


Leiden 


EBibliotheek der Rijksuniverst- 
teit, 70/74 Rapenburg 


Nymwegen 
Mulder, Th., Houilaan 4 
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Rijswijk 
Van Santen, K., Waldeck uim 
montlaan 38 


Rotterdam 
DeWester Boekhandel, Nieuwe ~ 
Bindenweg 331 
Diüksiporn, Heer A. p/a 
e deWester Boekhandel, 
* Nieuwe Binnenweg 331 
Vleeschhouwer, J. E. 


Tilburg 
Bergmans, W., Markt 35 


Utrecht =. 
Bibliotheek der Nederlandse 
Spoorwegen, H. G. B. III 
. Kamer 6, Moreelsepark ‘ 


Boekhandel H. .de Vroede, 
Trans 6 
Boekhandel D. Werkman, 
Oudegrazhi 236 
HUNGARY 
Budapest 
Kozgazdasagi | Szem4narium 
Konyvtara, Muegyetem 
Kozgazdasagt Szeminařium 


Konyviara, Tudomareyegye- 


tem 
Kultura, 72 POB 1 Hongrie 
Magyar Gazdasagkutato In- 
tezet, V. Alkotmany-utca 6, 
POB 109 : 

Magyar Nemzei$ Szakkonyv- 
tar, Szabadsag-ler 10 III 
Varga, Stephen, Univ. of 
Budapest, Pazamany Peter 

ter. 1-3 


` ICELAND 
Reykjavik . 
U. S. Info. Center, American 
Legation 


IRELAND 
Dublin 
Moody, T. W., 4 Trinity Col- 


lege 
U. S. Info. Center, c/o Ameri- 
can Embassy 


ITALY 
Bari 
Biblioteca della Facolta, Eco- 
nomia e Commercio, Uni- 
versita di Bari 
Feigusch, Alessandro, Largo 
Giordano Bruno 73 


Bologna 
Facolta Econ. e Commercio, 
. Laboratorio Econ. e Fi- 
nanza, Tullio Martello 


Other Countries 


Istituto Gturidico, Via Zam- 


boni 29 
U. S. Info. Center, Casella 


Postale 686 
Catania, Sicily 


Istituo d$ Economia au Uni-. 


versita di Catania 


Florence N 
Argenaiano, Riccordo, Viale 
Matteotti 7 
Biblioteca della Facolta di 
. Economia e Commercio dell 
Universita degli Studi, Vie 
Curtatone 1 
U. S. Info. Center, American 
Consulate 


Genoa 


Facolta di Economia e Com- 
mercio, Via Belbi 5 

Scotto, Aldo, Via Francia 11 
Fits. 


Messina, Sicily ' 

Istituto di Scienze Giuridiche, 
Universita di Messina 

Milan 

Banca Commerciale Italiana, 
Direzione Centrale, Ufficio 
Studi, Piazza Della Scalla 6 

Bresciani-Turroni, C. 

Camera di Commercio, Via 
Mercanti 2 

Cuccia, Enrico, 
Credito Finanziario, 
Filsdrammatzct 10 

Gasparini, I. 

Giangiacomo, Feltrinelli, Pi- 
azza S. Babila 4B 

n^n & Co., Via S. Eufemia 

Istituto Ricercke Economiche, 
I. R. E., via della Posta 3 

Istituto Sociale Ambrosiano, 
Via dela Signora 3 

Lanzarone, Giuseppe, Via dell 
Orso 4 

Mattioli, R. 

Societa Edison, Giunta Tec- 
nica Biblioteca, Foro Buon- 
aparte 31 

Soc. | Montezantini, Ufficio 
Studi, Via F. Turati 18 

Soc. Snia Viscosa Uff. Stampa 
e Studi, Via. Cernata 8 

Universita, Cattolica del Sacro 
Cuore Lib., Piazza San 
Ambrogio 9 

U. S. Info. Center, American 
Consulate Gen. 


Naples 
Libreria 2375€ Internazionale, 


Treres ^" “Leo Lupi, Via 
Roma 249-50 


Banca di 
Via 


Geographical List 


U. S. Info. Center, American 


Consulate Gen. 
Padova / 
Istituto Scienze Economich 
della Universita [| 


Palermo, Sicily 
Banco di Sicilia, Direzione 
Generale, Biblioteca. 
Parma 
Istituto Giuridico Universita 


Perugia 
Istituto Economia Politica 
Universita 
Rome e 
Associazione Bancaria Itali- 


ana Biblioteca, Piazza del ' 


Gesu 49 

Azienda Gen. Italiana Petroli 
centro A.G.I. P., Dir., Studi 
di Documentazione Bib., 181 
via del Tritone 

Banca d'Italia, A. C., Servizio 
Studi Economici, Via Na- 
zionale 91 

Banco di Roma, Direzione 
Centrale, Ufficio Studi, Ca- 
sella Postale 2442 

Blau, G. J. 

Camera Dei Deputati Biblio- 
teca, Piazza Montecitorio 
Centro Italiano Studi Ameri- 
cani, Palazzo Gaetani, Via 

dei Funari 

Ceriani, L. 

Clark, P. G. 

Confederazione Generale dell 
Industria Italiana, Biblio- 
teca Piazza Venezia 11 

Direzione Generale, Banca 
Nazionale de Lavoro, Ufficio 
Studi, Via Vittorio Veneto 
119 

Einaudi, L. 

Ezekiel, M. J. B. 

Fiaccadori, Aldo, Viale Glori- 
oso 29 

Food and Agric. Org. Lib., 
Viale Terme d$ Caracalla 

Gambino, A. 

Garrone, N. 

Gundlach, G. 

Istituto per la Ricostruzione 
Industriale Biblioteca, Via 
Veneto 89 

Istituto Politica Finanziaria, 
Citta Universitaria 

Istituto Scienze Economiche, 


presso Facolta Economia e . 


Commercio; Piazza Borg- 


` Kohn, P. 


Mancini, G. 


McClelland, A. R. 

McClelland, D. H. 

Miani-Calabrese, Donato, | 
Ferratella 7 

Ministere del Commercio « 
l Estero Pii Vig 
Gobeiti 3 

Mortensen, E. H. 

Pawley, W. H. 

Pitigliani, F. R. 

Saraceno, Pasquale, | 
Bruxelles 8 

Ufficio Studi, C. I. S. L., 

Po 21 

Unione Ital. Camere Cc 
mercio, Industria Agric 
tuta, Via S. Maria in | 


U. S. Info. Center, Ameri: 
Embasy 


Sassari, Sardinia 
Alivia, G. 


Siena 


Biblioteca del Circolo Giur: 
co, Universita degli Stud 


Turin 
Camera di Commercio Ina 
tria e Agricultura, Cas 
Postale 413 
Facolta Econ. e Comme: 
Biblioteca, Piazza Arbar 


8 
Istituto de Alti Studi 
l'Organizzazione Asiend 
Palazzo delle Esposizü 
Corso Massimo d' Ázeglà 
Istituto di Econ: Banca 
Piazza Arbarello 8 
Laboratori Econ. Politica 
Cognetti de Martiis, 
S/ Francisco Paola 2 
SIP SOC Idrolettrica Pien 
Te Via Bertola 40 
Unione Industriale, Uf 
Studi, Via Massena 20 
U. S. Infc. Center, Amen 
Consulate 


Vatican City 
Administrazione 


Speci 
Della Santa Sede 


Venice 
Istituto Universitario di 1 
nomia e Commercio Bil 
teca 


s 


LUXEMBOURG 


Luxembourg e 
Cros, J., 2 Placé de Paris 
Haute Autorité de la C 

munauté, Européene 


158 


Charbon et de l Acier, Serv- 
ice Documentation, 2 Place 
de Metz 
Service d' Études et de Docu- 
œ mentation,  Miwislóre des 
Affaires Economique, 19 
Ave. de la Porte Neuve 
Verbesselt, J. A. 


MALTA 


Marsa 
Pace, L. 


NORTHERN IRELAND 


Belfast 
Queens University Lib. 


NORWAY 
Bergen 
Chr. Michelsens Inst., 
vedalsrei 12 
Norges Handelshogskole 
U. S. Info. Center, American 
Consutate 


Oslo 
Soler, Hans, Postboks 4011 
Den Norske pei kai Fr. 
Nansens blass 7 VII 
TOR Roald Amundsensgt 


Finansdepartementet, Nr. 275 
G, Okouomiavdelingen, Ak- 
ersgt 42 

risch, R. 

Tandelsdepartementet, Royal 
Norwegian Dept. cf Com- 
merce, Direk okonomisk 
forsvarsberedskap, Klingen- 
berggi 4 IT 

Vandelsdepariementet, Han- 
delskontoret, Fr. Nansens 
Plass 4 

zion, D. 

Vorges Bank, Statistisk Avdel- 
ing, Bankplassen 4 

J)konomisk Lesevaerelse, Obi- 
versttetel, Fredriksgt 3 

shor, R. J. 

vatistisk Sentraloyra, Dron- 
mingensg: 16 

J. S. Info. Center, American 
Embassy 

Nhitman, R. H. 


Ski 
£raakstad og Ski Sparebank 


Vollebekk 
Vorgg  Landbrukshogskole, 
Institutt for Landbrackso- 
konomi og Drifislaere 
. 


Kal- 


1 
U 
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POLAND 
Warsaw 


eret Spoldzielivi, Mlec- 


zarsko-Jajezarskich, Hoza 
66/68 


PORTUGAL 


Coimbra 
Atlantida L. E. Ld., Rua Fer- 
reira Borges 
Instituto Juridico da Facul- e 
gad de Direito da Universi- 
e 


Dafundo 


Marques da Silva, 
Sagadura Cabral 35 


Lisbon 

Assembleia Nacional 

Barbosa, A. P. 

da Cosia Farelo, F. J., 
Santana a Lapa 13- 20 

Instituto Nacional de Estatis- 
tica, Att. A. Tovar 

Lapa, J. F. 

Nunes, Jacinto, Av. Infante 
Santo, 362-2° Dto 

U. S. Info. Center, American 
Embassy 


Porto 
Livraria Figueririnhas, Praca 
da Liberdadz 66-63 


SCOTLAND 


Dundee 


Dundee Sch. 
Bell Str. 


Edinburgh 
Bauermeister, The Mound, 
7 N. Bank St. 
Edinburgh Univ, Old Col. 
Lib., S. Bridge 
U. S. Info. Center, 18 Fred- 
erick St. 


^. Glasgow 


Glasgow and West of Scotland 
Com. Col., 173 Patt St. 

Glasgow University Lib. 

Inst. of Accountants, 218 St. 
Vincent St. 


Port William 
Korner, E. 
SPAIN 


Barcelona 
Prat de la Riba, Enrique 
Avda. del Gmo Franco 535 

Trias-Fargas, R. 


F, R. 


Rua 


of Econ. Lib., 


` 


Other Countries 


U. S. Info. Center, American 
Consulate Gen. 


Madrid 
Biblioteca de la Universidad 
de MIO HR Noviciado 3 
Bibhoffta de las Cortes Es- 
popa, Calle de Fernanflor 


‘Bibviotece Gen. del CSIC, Sec- 
cion de Adquisiciones, Ser- 
rano 121 

Consejo Superior Bancario, 
oun del Marques de Cubas 


Cotorruelo, D. Augustin, Calle 
de Alberto Aguilera 64 
m La Sierra, Fermin, Goya 
4 


Divulgedora del Libro, Her- 
manos Miralles 89 

Fomento Social, Hermostlla 20 

Instituto Nacional de Indus- 
tria, Seccion de Information 
Plaza, De Salamanca 8 


Paredes, M. 

Piera, Jose, Calle Augusto 
Figueroa 37 

Thirteenth Congreso de Olei- 
cultura, Oficina Economica, 
Sagasta 13-80 

Valencia 

Facultad de Derecho, Practicas 
Economia Politica, Uni- 
versid Nave num 2 


U. S. Info. Center, American 
Consulate 


SWEDEN 


Göteborg 
Akerman, G., Sodra Vagen 2 
Göteborgs Hogskola, Seminar- 
iebiblioteket 
Gumperts, A. B. 
Handelshogskolan, Laroverks- 
gatan 6 
U. S. Info. Center, American 
Consulate Gen. 


Johanneshov 


Thorelli, H. B. 
Thorelli, S. S. 


Lund 
Lindstedts, A. B., Universi- 
tetsbokhandel Univ. Lib. 
Stockholm 


Aktiebolaget Nordiska Bok- 
handeln, Droitninggatan 7 
Browaldh, Tore, Svenska Ar- 

betsgivareforeningen ‘ 
Callans, Arne, Kommunika- 
tionsdepatementet 


Other Countries 


Carlson, Sune, Univ. Col. of 
Co 


m. 

Dagens Nyheter, K. Amuels- 
son, Posifack 138 

Fritze, C. E., Fredsggten 2 


Handelshogskolans Bibliotek, 
Sveavazen 65 b 

Jordbruksis | Utredningsinsté- 
tut, Box 150 id 

Kelifa 

Konjunk:urinstitut, Storkyr- 
kobriken 4 


Landsorganisationen I Sver- 
ige, Bernhusgatan 18 11 

Ohlin, B. 

Riksbanken, Statistikgruppen 

Siegbahn, Bo, Utrikesdeparte- 
mentet 

Skandinaviska benken Aktie- 
bolag, Statis. Dept. 

Socialvetenskapliga Bibliothe- 
ket, Ocengatan 61 

Statens — Priskonirollnamnd, 
Publiceringssektionen, 
Strindbergsgatan 36 40 

Stockholms Enskilda Bk. AB, 
Herr Akerman 

Svenska Bankforeningen, Ar- 
senalsgatan 1 

A.B. Svenska Handelsbanken, 
Ekonomiska Sekr 

Svenska Teksologforeningen, 
Bibliotekei, Box 16368 

Sveriges Allmanna Exportfor- 
ening, Vasagatan 12 

Sveriges Lanibruksforbund, Kl 
O Kyrkogatan 12 

Trolle, U. 

U. S. Info. Center, American 
Embassy 


Surdbyberg 
Sjoberg, A. 


Uppsala 
Nationalekonomiska 
Riddartorget 5 


Inst., 


SWITZERLAND 


Basle 
Bank for International Settle- 
ments Lid., 7 Centralbahn- 
sirassz 
Helbing & Lichtenhahn, Freie 
Strasse 40 
Pugsley, W. H. 
Oeffentkche Bibliothek der 
Universitit Basel 
Reynolds, J. E. 
Wartschaftswissenschaftliche 
Seminare, 29 Petersgraben 


Be-n 
Amonn, A. 


' 
Geographical List 


Herbert Lang & Cie, Munz- 
graben Amthausgasse / 

U. S. Info. Center, Americajt 
Legation ? 


Geneva ! 
Burtle, J. L. 
Conly, G. N. 
Ewing, A. 
Hewenstine, E. J., Jr. 


. Hsieh, Chiang, Int. Labour 


Office 
Huang, K.L 
Institut Universitaire de 


ales, 132 Rue de Lausanne 
Lary, H. B. 
Myrdal, G. e 
Röpke, W. 
Ruderman, A. P. 
Vecutilainen, J. J. 
Woodbury, M. F. 
Woodbury, R. M. 
Zoeteweij, H. 


Lausanne 
Université de Lausanne, Bib- 
Mothéque, de l'École des 
Hautes Étude Commerciales,. 
Place de la Cathedral 5 


St. Gallen 


Handels Hochschule Lib. 
Lutolf, F. 


Valavran 
Rappard, W. E. 


Zurich 

Hunold, A. 

Institut für Wirtschaftsforsch- 
ung, Eidg. Technische Hoch- 
schule 

Lutz, F. A. 

Sozialoekonomásches Seminar 
der Universitaet, Raemistr. 


U. S. Info. Center, American 
Consulate Gen. 


TRIESTE FREE 
TERRITORY 
Trieste 


Allied Reading Room, U. S. 
Polit. Adviser, British U. S. 


Zone 
Biblioteca della Universita 
degli Studi, Via Fabio 
Severo 158 _ 
WALES 
Aberystwyth 


Nat. Lib. of Wales 
Univ. Col. of Wales Lib. 


Cardiff 
Univ. Col. Lib., Cathay's F 


Criccieth 
Selko, D. T. 


Swansea 


Univ. Col. of Swansea I 
Singleton PR. 


Upper Bangor 
Galloway & Hodgson, Glar 
fon Hill 


YUGOSLAVIA 


Belgrade 

Drzavno Preduzece, Jug 
venska Knijiga, Mar 
Tita 23/11 

Institute za Medjunaroc 
Politiku 1 Privredu, B 
dara Adzije 11 

Jugoslovenske Knjiga, M 
sala Tita 23/11 

Klub Privredatak, Uzun 1 
kova 4 

Narodna Barka FNRJ B 
oteka, Takovska 2/v 


Zagreb 
Znanstvena Knjizara F 
Dept., Yugoslav Acad. of 
& Art, Trg Bratstv 

Jedinstva 3 


ASIA 


AFGHANISTAN 


Kabul 
Yaftali, Abdullah, Hom 
Mirza Mokammad, Mi 
ter of State, Now Abad 

Afghanan 


BURMA 


Rangoon 
Hagen, E. E. 
Rangoon Univ. Lib., L 
Estate, Univ. P. O. 


Thin, M. T. 
Union Bank of Burma 
Vukasin, P. N. 
CEYLON 
Colombo 
Central Bk. of Ceylon, 
Lib., P.O.B. 590 


Ceylon. Tech. Col., Dir. 

Dir. of Census and Statis. 

Dir. of Commerce, P.O®. 

Jayawardena, Be ORs 
Adam's Ave., Bambal 
tiya | e 
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ariyakumaran, C. 
"S. Info. Center, American 
Embassy 
- f. 
Peradeniya 


"niv. of Ceylon Lib. 


CHINA 
Peking 
‘ational Tsing Hua Univ. 
Lib. 


CYPRUS 


Famagusta 
adjisotiriou, S. E. 
»lomonides, P. D. 


FORMOSA (TAIWAN) 
South Taipeh 


un Yat Sen Lib., Chang Chi- 
Yum, 11 Chung Shan Rd, 


Taipeh 
entral Trust of Chena, Head 
Office Lib., 96 P.O. AI Rd. 
hinese Asso. Jor United Na- 
tions Lib., 15 Chuan Chow 
ie 
ng-Yu, Y. 

7 Bank of Taiwan, Mr. 
Chang, = Res. 
Hsung Yuan Rd. 

t, Lamp, Land Reform Div., 
Joint Com. on Rural Re- 
const., 9 Paoching Rd. 

i, Li, Taiwan Trad. Corp., 
P.O.B. 236 

in, L. 

aiwan Provincial Inst. of 
Pub. Admin. Hsing An 
Rd. 

aiwan Sugar Corp. Plan. 
and Develop. Dept., 66 Yen 
Ding Rd. S. 

"nion Lib. of Commission af 
Communications, 8 Sec. 
Chung King Rd. S. 

Vorkers Training 
P.O.B. 15 Peh-Tow 

ang-Min Villa Lib., Tsao- 
shan 


Inst., 


HONG KONG 

hang, W. M., 28 Carnarvon 
Rd., Kowloon 

‘ing, F. H. H. 

iu, Naticy, 26 Carnarvon 
Rd., Kowloon 

*nygng Com! Bank Lid., 
Pedder Bldg., 12A Gr. 
Floor, Pedder St. 

Ju C.H. o 


Dept, 25 


INDIA 
Y Agra — 
Agra University - Registrar, 
P.O. 


V Allahabad 


Ahuja, M. L. 
Melia, J. K., 22 Elgin Rd. 


Amritsar 
Khalsa Col. Lib. 


Bangalore 
Col. of Law, Prin. 
Indian Inst. of Sct. Lib., Mal- 
leswaram P.O 


U. S. Info. Lib., P.O.B. 111 


Baroda 


Baroda Col. Faculty of Arts, 
Dean 

M. S. Univ. of Baroda, Facul- 
ty of Com., Dean 


Belgaum 
Halayya, M. 


Benares 
Benares Hindu Univ. Lib. 


Bhavanagar 
M. J. Col. of Com., Prin. 


Bombay 

Asst. Secy. to the Gov. of Bom- 
bay, Finanze Dept. 

Bhavan, Bharatiya Vidya, 
SSM, Principal, Arts and 
N. M. Inst. of Sct., Nav. 
Gujrat Andheri, BB and CI 
Rly (Western Rly) 

Deputy Comm. of Labour Info., 


lington Cinema Bldg., 


Dhobt Taloho 
Indian Tariff Bd., Contractor 
Bots Niccl Rd., Ballard 
st 
M/S Orienta: Gov, Sec. Life 


Assur. Co., Lid.; Oriental 
Bldg., PB 148 

Mehta, P. E. 

Motilal, Mchanlal, Yusuf 
Bidg., Hornby Rd., P.O.B. 
226 

Pinto, P. J. J. 


R. A. Podar Col. of Com. and 
Econ., Lib, Prin. Man- 
tunga 


Ramnarain Puia Col, Lib. 
Dept., Matung 

Simha, S.L. N. 

Sydenham Col, of Com. and 
Econ., Prin. 


U- S. Info. Center, American 
Consulate Gen. 


Other Countries 


Univ. of Bombay, Univ. Prof. 
of Econ., Sch. of Econ. and 
0C. 3 


Calcutta 
CalcuttfPUniv. Lib., Ashutosh 


Bidyg. 
Bir. of Ind. Statis., Minis- ` 
etry of Com. and Ind., Old 
ae House, 47/1 Strand 


* Goenka, R. P 


Gov. of India, ` Nat. Lib., Bel- 
vedere 

Gov. of West Bengal, Dir., 
_ State Statis. Bur, P-35 
Royal Exch. Pl. Ext. 

Indian Central Jute Com., 
Econ, Res. Dir., 4 Hastings 


Lady Brabourne Col, Prin., 
P 1/2 Suhrawardy ‘Ave. 

U. S. Info. Center, American 
Consulate Gen. 

U. S. Lib., Kathmendu, c/o 
American Consulate Gen. 


Chidambaram 
Annamalai Univ. Lib. An- 
namalainagar 
Delhi 


Indraprastha Col. for Women, 
Alipore Rd. 

S.G. T. A. Khalsa Col., Prin., 
Karol Bagh 

Univ. of Delhi, Ratan Tula 
Lib., Delhi Sch, of Econ. 


Dharwar 
Karnatak Univ. Lib. 


Gorakhpur 
Dist. Bd., Chairman, Univ. of 
P. R. 


Hoshiarpur 
Punjab Univ. Head, Econ. 
Dept. 
Hyderabad 
Osmano Univ., Head, Dept. 
fE 
U. S. Info. Lib., Mokarum 
Jakai Kd. 


Indore 
Jain, L. C., Econ, and De- 
velop. Adviser 
Jaipur 
Head, Dept. of Econ., Univ. of 
Rajputana 
Jalgaon 
M. J. Col., Prin. 


Other Countries 
Juliundur City 
D.A.V. Cel. Lib. 


Khaja Nagar 
Jemal Mohamed Col., Ẹrin. 


Lucknow L] 


Lucknow Univ. Lib. e: 


U. S. Info. Lib, C 4 China 
Bazar Rd. 


"Madras 
Boyd, A. J., Madras Christian 
Col., Tambaram 
Gov. of Maéras, Econ. Ad- 
viser, Fort St. George 
Hindu, Kasturi Bldg Mount 


Loyola Col. Lib., Cathedral 
P.O. 


Natarajan, B. 

U. S. Info. Center, American 
Consulate Gen. 

Uni. Lib, Senate House, 
Triplicane 


Muzaffarpur 
Langat Singh Col., Prin. 


Mysore 
Mysore Univ, Lib. 


Nanpura 
Bhagat, D. J., Aimai Villa 
Court Rd. S 


-Navrangpura 

Gujarat Univ. Lib. 
L.D. Arts Col. and M.G. Sci- 

ence Inst., Prin. 


New Delhi 

Atkinson, A. J. M., c/o Cen- 
tral News Agency, 12/90 
Connaught Circus 

Dempsey, B. W 

Jones, R. W. 

Railway Bd. Secy., Gov. of 
India 

U. S. Info. Center, c/o Ameri- 
can Embassy 


Patna 
Paina Unio, Lib. 
Singh, A. D. 


Pepsu 
Bd. of Econ. Inquiry, Secy. 


Poona 
B. M. Col. of Com., Prin, 
Gokhale Inst. of Politics and 
Econ., Dir., c/o Servants of 
India Soc. ; 


Geographical List 


Rajkot 
Dharmendrasinhji Col., Prin., 


Sagar 
Univ. of Saugor Lib. t 


Trichinopoly . 
St. Josephs Col. Lib. Warden, 
Teppakulam P.O. 


Trivandrum 
Mahatma Gandhi Col. Lib, 
Travancore Univer. Co-op. 
Stores Ltd. 
U. S. Info. Lib., 19-14 Main 
Tuticorin ` ° 
V. O. Chidambaram Col., 
Prin. 
Vallabh Vidya 
Mahavidyalaya, B. J. Va- 
nijya, Col. of Com. Lib., 
ta Anand 
Waltair 
Andhra Univ. Lib. 
INDOCHINA 
Saigon 
Faculté de Droit Lib., 1 Rue 
Garcerie 
INDONESIA 
Djakarta 
Drees, William, Netherlands 
High Comm., Koningsplein 


Plimsoll, J. 
U. S. Info. Center, American 
Embassy | 


Surabaya 
Cellarius, P. 
IRAN ` 
Teheran 
Moarefi, A. 
IRAQ 
Baghdad 
U. S. Info. Center, American 
Embassy 
ISRAEL 
Haifa 
Millner, Fritz, P.O.B. 777 
Sterheim, Alvin, P.O.B. 6091 
Hedera 


Seminar Hakibbuiz Haar, 
Givat Chaviva, P.O.B. 141 


Herzlia 


Klausner, Dr., Beth Nach 
Cohen 


Jerusalem 
Grunwald, K. 
Hebrew Univ. Lib. 
Kessler, A. 
Ministry T Labour Lib. 
Patinkin, D 


Ramat-Gan 
Rapp, Uri, Economist, 
Bialik St. 


Tel-Aviv 

Feinstein, L. 

Fish, H. 

Fridmann, Z., 20 Berdich 
sky St. 

Fuerst, E. 

Horn, S. 

Ministry of Fin. Lib., I 
kirya, 

Pick, ee F., P.O.B. 4427 

Sch. of Law and Ea 
P.O.B. 208. 

Seligman, H. L. 

U. S. Info. Center, Ameri 
Embassy. 


JAPAN 
Akita 
Akita Univ., Lib. of Edu 
Dept., Hodono 


Fujisawa, Kanagawal 
Mori, Taskichiro, 7345 Ku 
numa 


Fukuoka 
Fukuoka Shoka Daiga 
Tanki-Daigakubu, Jo. 
Daimyo-Machi 
Fukuoka Sheka Daigaku, : 
shokan, Nanakuma Nish 
Kobayakawa, Mituru, Ko 
Misaki- Mura, Munakc 


Gun 
Kyushu Univ. Faculty 
Agric. Nogakabu-Dai 
"Kyoshitsi, Hakozaki 
Kyushu . Univ. Lib, L 
(Economy), Hakozaki C, 


Hekikai-gun, Aichi-t 
Ito, Hiroo, 35 Higashi-Sh 
chi, Chiryu-cho 


Hikone S 
- Shiga Univ. Lib., Nakajim 
Hiroshima > 
Hiroshima Univ., Lib. 


Seikeigakubup Ebacho 


162... 


Iwakuni 
Teikoku-Jinzo-Kenshi K. K., 
w Iwakuni-kojo Sookoka-Cho- 

` do, 1995 Imazu 


Kagoshima 
Kagoshima Kenritsu-Daiga- 
ku, Tankidaigaku-Bu, Shi- 
mo-Ishiki- Machi 
Kagoshim Univ., Kyoikuga- 
kubw, Ishiki-macht 


Kawasaki 


Senshu Univ. Lib., 4766 Aza 
Masugata, Ikuta 


Kobe 

Kobe Shoka Daigaku Lib., 
Torumiku 

Kodera, T. 

Maruzen Co., Kobe Br., Kobe 
Daigaku Lib., 1 2-chome 
Tamondori Tkutaku 

Oshima, Kenzo, 15 Nishi- 
Hirano Mikage Macki, Hi- 
gashi-Nadaku 

Kožu 

Yamancshi-Daigaku-Tosho- 

kan, Yamanashi Univ. Lib. 


Kumamoto 


Kumamoto Univ. Lib., Kuro- , 


kami-Cho 


- Kyoto 
Doshisha Tanki Daigaku, Ka- 
rasumaru-Imadegawa 
Doshisha Univ., Dept. of 


Econ., Karasmumaru-Im- 
adegawa 

Doshisha Univ., Shogakubu- 
Kenkyushitsu, Korasuma- 


ru-Imadegawc 
Kyoto Univ., Col. af Agric. 
Lib. (L-6) 


Kyoto Univ., Lib. Mésu, Lib. 
of Depi. of Econ., Yoshida- 
macht 

Rétsumei-ken Univ. Lib. 
Dept. of Econ., Kawara- 
machi-Hirokoji 


Matsuyama 
Matsuyama Com. Col, Shi- 
mizumache . 
“Miyazaki 


Méyazaké Univ. Lib., Gaku- 
geigakubu-Bunkan, Hana- 
» zono-machi 


Nagoya 


Aichi Gakuin Tanki Daigaku, 
MotoyamaChikusa-ku 


American Economic Association 


4 Nanzan Univ. Lib., 6 Goken- 


ya-cho Showa-ku 

Ohya, Keiichi, 6-12 Kodama- 
cho, Nishi-ku 

Ẹhionoya, Tsukumo, 54 Su- 
gumo-cho-4-chome, Mizuho- 


u 
Yamazaki, Kenji, 2-23 Toosei- 
cho, Showa-ku 


Nishinomiya 
Kinoshita, K. 
Kwansei Gakuin Lib. 


Oita . 
Ohita Univ. Lib., Ueno 


Osaka 

Fujita, Sei, Osaka Univ. Ho- 
fei Gakabu, Kenkyu-Shitsu, 
Shibahara Toyonaka-shi 

Ishida, Kazuo, c/o Osaka City 
Univ., Econ. Res. Inst., 12 
Minami-Wataya-Machi, 
Minami-ku 

Kansai Col. Lib., Senriyama 
Suitashs 

Kansai Keizct  Rengokai, 
| Bldg., Soze-cho, Kita- 

u 


Naniwa Univ, Faculty of 
Eng., Kogyoketeika, Mozu- 
Higashinomachi, Sakaishi 

Osaka Com. Col. Lib, Mi- 
kuriya Fuseshi 

Osaka Ginko Honten Chosabu, 
Kitahame Higashi-ku 

Osaka Municipal Univ. Lib., 
6 2-chome Awaza-Nakadori, 
Nishiku 

Osaka Univ., Hobungakubu, 
Dept. of Econ., Shibahara 
Toyonaka 

Osaka Univ. Faculty, Lib., 
Lew and Litercture, Keizai- 
gaku-ko, Toyonakashi 


Sasebo 


Sasebo Com. Col, Miura- 
machi 


Sendai 
Tohoku Daigaku Toshokan, 
Katahiracho 
Takamatsu 
Kagawa Univ. Lib., 162 Mi- 
yawakicho 
Tokushima 
Tokushima Uniw., Lib. of 
Josanjima Gakuget, Min- 
ami-Josanjima-cho 
Tokyo 


Amari, Yoshikazu, 2 Kagura- 


Other Countries 


Zaka 3-chome, Shinjuku-ku 
Bank of Japan, Econ. Res. 
Dept., Lib. and Ref. Data 
Sec., Chuo-ku 
Bank, Central 


Econ@ Counsel Bd., 2-1 Ka- 

9 sumigaseki, Chiyoda-ku 

Econ. Inst., c/o Keio Gijuku. 
Une Mita Shiba Minaio- 
u 


Econ. Res. and Documenta- 
tion Room, Econ. Bur., 
Ministry of Foreign Affairs 

Fritz, D. 


Fujioka, M. 

Fukuda, Hideo, Waseda 
Univ., Tozuka-machi Shin- 
juka-ku 


Hattori, c/o Kokusai Shoto 
Lid, 5 Ogawamachi 3- 
chome, Kanda Chiyoda-ku 

Henshu-bu, H. Kasai, Keibon- 
sha Co, Ltd. Kojimachi 
Yonban-cho, Chiyoda-ku 

Hijikata, S. 

Hitotsubashi Daigaku, Tosho- 
kan, Kunitacht Yaho-mura, 


Kilatamagun 
Hitotsubashi- Daigaku- Tosho- 
kan, Hitotsubaski Univ, 


Lib., Kunitachi 

Hitotsubashi Univ., Inst. of 
Econ. Res,  (Keizaiken- 
kyusho), Kunitachi 

Idei, Seishi, 92 Setio-machi, 
Setagaya-ku 

Japan Lib. Sch., Faculty of 
Literature, Keio Univ, 
Mita Minato-ku 

Japanese Gov., Ministry of 
Agric. and Forestry Lib., 
ll—Yurakucho 1-chome, 
Chiyoda-ku 

Kaji, Matoo, Faculty of Arts 
and Sci, Tokyo Univ., 
Komaba Meguroku . 

Keio- Gijuku- Daigaku-.Tosho- 
kan,  Keio-Gijuku-Univ., 
Lib., Mita 2-chome, Shiba 
Minato-ku 

Kenko Hoken Kuiniai Rengo- 
hai, 55 I-chome Aoyama- 
Minami-che, Akasaka Mi- 
nato-ku 

Kito, F. E. 

Kokugakuin Daigaku, Keizai, 
Kenkyushitsu, 9 Wakagi- 
cho-Shibuya-ku 

Konno, G. 

Kubota, Meikoo, 686 1 chome 
Asagaya, Suginami ku 

May, R. A. 

Meiji Univ. Lib. Shogaku, 
Kanda-Surugadai, Chiyo- 
da-ku 


Other Countries 


Mitsukoshi Ltd., Book Dept. 
ares Natori), Muromachi 
Nikonbashi, Chuo Ku 

Mukai, Chikamatsu, 3442 3- 
chome, Den'en-Ckofu, Oota- 


u 

Nagata, Kiyoski, 60 Cbtanda- 
5, Shinagawa-ku — 

Nakayama, I. r 

Nihon Sekitan Kyokai, c/o 
Nigkalsu-Kokuscs- Kaitkan, 
Ea eto 1-chome, Chiyo- 

-ku 

Nippon Yusen Kaisha, Hd. 
Office, Gen. Affairs Div., 12 
Kayabacho I-chome, Ni- 
honbashi Chuo-ku 

Nomura Shoken Chosabu, No. 

. 1 I-chome Kabuto-cho, Ni- 
honbashi Chuo-Ku 

Norinsho- Nogyo- Sogo- kenky- 
usho, Nat. Res. Inst. of 
Agric., No. 8 Asabu-Shin- 
Ryudo-cho, Minato-ku 

Sapir, H. M. 

Setji-Keizai-EKenkyujo, c/o 
Meiji Univ., Kanda-Suru- 
gadai, Chiyoda- ku 

Seiko, Teruo, 1625 Nogata- 
machi 2-chome, Nakano-ku 

Sekai Keizai Chosakat, 8 2- 
Ai Ote-machi, Chiyoda- 
1 

Sekai-Roodoo- Mondai-Chosa- 
jo, eos Ryuh-Roh- Renkai- 
ken, No. 20 Fonshiba-3- 
chome, Minato-ku 

Soorifu Tooket linkai, Sooma- 
ko Shiryo-Shitsu, 5 San- 
nen-cho Chiyoda-ku 

Sori-Fu Tokei-Kyoku, Prime 
Minister's Office, Toyamo- 
cko Shinjuku-ku 


Toki, Kazuo, 1032 Yoyogio- | 


yamacho, Shibuya-ku 
Tokyo Benk Chosa-bu, No. 6 
Nithonbashi-Hongoku-cho, 1 
chome Chuo-ku 
Tokyo Kogyo Daigaku, Tosho- 
kan Ookayima Meguro-ku 
Tokyo Toritsu Univ. Lib., 
Fusuma-machi Meguro-ku 
Tokyo Univ, Lib., Kyooyoo- 
ante Xomaba Meguro- 


Tokyo Woman's Christian 
Col., Dept. of Soc. Sci., Iogi- 
Z- chome, Suginemi-ku 

Foyo-Daitaku-T okokan 
Toyo Univ. Lib. 
Hara-machi, Bunkyoku | 

Toyo Unit. Lib., No. 17 Hara- 
machi, Bunkyc- -ku 

Tsuru, S. 

Tsu-San-Sho Kogyo Gijutsu- 


- ' 
Geographical List . 


In Chosie-Bu, Chosa-ka 5 
Higashi-Ginza-7-chome, 
Chuo-ku 

U. S. Info. Center, American 
Embassy 

U. S. Info. ele 
Uspolad 

Waseda Univ.. Lib., c/o E. 
kusai Shobo, Lid., 5 Ogawa- 
, machi 3-chome, Kanda Chi- 


Centers, 


yoda-ku 
Waseda Univ., Grad. Sch. 
Div. of Econ. Totsuka- 


machi Shinjuku-ku 
Yamashita, M. 
Yoshimura, K. 


Toyohashi 
Zu Univ. Lib., Machihata- 
c 


Urawa 
Saitama-Daigaku-Tosho-kan, 
Sattama Univ, Lib. 
Utsonomiya 
Utsenomiya Daigaku Tosho- 
kan, Utsonomiya Univ. 
Lib., Wakagusa- Machi 


Yamagata 


Yamagata Univ. Lib., Koshi- 
rckawacho 


Yamaguchi 
Yamaguchi Univ. Lib., Kei- 
zaigakubu-Bunkan, Kame- 
yama 


Yokohama 
Keio Gijuku Univ., Hiyoshi- 
Kenkyu-sho, Hiyoshi- machi 
Koohoku-ku 
Yokohama-Shiritsu-Daigaku- 
Toshokan, Yokohama Mu- 
nicipal Univ, Lib. Kana- 
zowa-ku 
LEBANON 
Beirut 
Badre, Albert, American Univ. 
Chamieh, S. M. 
Fei, E. 
Gannage, RR B. B. 295 
Harbell, J. B 
Himadeh, S. B. 
Mahhouk, A. 
Peter, H. W. 
Tabourian, A. K. 
Thweatt, W. O., II 
U. S. Info. Center, American 
Embassy 


MALAYA 


Kuala Lumpur 
Fed. Secretarial Lib. 


J 
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Penang : 
U. S. Info. Center, America 
Consulate 


Singapore a 
Univ. of Malaya, Lib., Clun 
Rd. 


PAKISTAN 


Dacca 
Husain, A. F. A. 
Sharif, M. R. 
U. S. "Info. Cenier, America 
. Consulate 
Univ. of Dacca, Ramna P.O, 


Karachi 

Alavi, H. A. 

Gov. of Pakistan, Com. Intell 
gence and Statis, Dir 
Com. Lib. 

Gov. of Pakistan, Ministry ı 
Fin. Lib. 

Hassan, M. I 

State Bank of Pakistan Lit 
Central Directorate 

U. S. Info. Center, America 
Embassy 

Univ. of Karachi Lib. 


Lahore 
Ideal Book House, 194 Ana 


kali 


Tangail 
Saha, J. 


PHILIPPINES 


Davao City 
Lucas, P. G. 


E Dulawan 
Vijandre, M 
Iloilo 
Iloilo Col. Lib., 
Philippines 


Manila 
Central Bank Council, Cha: 
man, Dept. of Fin. 
Cunanan, J. 
Dalisay, A. M. 
de los Reyes, J. P. 
‘Foster, M. A. 
House of Representatives, 
Inst. of Sci., Sci. Lib. Div. 
Legarda, B. F. 
Lorenzo, C. M. 
Mercado, J. D. 7 
Monge, Francisco P., c/o. Re 
stampex, Box 322 
Nat. Develop. Co., “Calle” Pu 
eza Santa. ‘Mesa 
. 


Univ. of t 
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Philippine Council for U. S: 
Aid, R. F. C. Bldg. 

Philippine Nat. Bank Lib., 
Escoita . 

“Philippine Nat. Lib, Gen. 

Ref. Div. 

Soriano, E. L. 

Unie. of the Easi, Grad. Sch., 
2219 Azcarraga St. 

Univ. of the East, Main Lib., 
Azcarraga St. 

Veguillas, M. J. 

Wong G. Hong, H. 

Yoingco, A. Q. 


Quezon City 
Univ. of the Philippines Lib., 
Dilliman 
Victoriano, P. B. 


SAUDI ARABIA 


Bahrain 
Fakhroo, K. A. 


Dhahran 


Arabian Amer. Oil Co., Plan. 
E Gen. Office, AD 849 


SYRIA 


Aleppo 
Addahr, N. S. 


Damascus 
Sawwaf, H. A. 
U. S. Infó. Center, American 
Legatton 


THAILAND 
Bangkok 
Bank of Thailand 
Dept. of Econ. Rela., c/o Ni- 
bondh & Co., Lid., P.O.B. 
402,38 New Rd. Sikak Phya 


ri 
Nat. Econ. Council, Rajda- 
mern Ave. 
Pungtragul, C. 
Schaaf, C. H. 


TURKEY 


Ankara 


Aktan, R. 

Basbakanlik, T. C., Umumi 
Murakabe Heyelj, Baskan- 
ligi 

Gokcen, Cemil, Eti Bank 

T. C. Merkez Bankasi, Umum 
Mudurlugu 

Sur, F. H. 

Taewsch, C. F. 

Tarth Enstitusu, Dil Tarik 
Fakultesi 

e 
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Turkish Nat. Lib., Yenishehiz 

Turkiye Cumhuriyeti Ziraat, 
Bankasi Musavirlik 

U. S. Info. Center, Americar 
Embassy 


$ Istanbul 
Istanbul Universitesei (VG), 


Iktisat Fakultesi Dekanligi, 


Beyazit 

Kurdes, K. 

U. S. Info. Center, American, 
Consulate Gen. 

U. S. Info. Center, Br. Office, 
Americen Consulate Gen. 


UNION OF SOVIET SO- 
CIALIST REPUBLICS 


*Leningrad 


Publichnaja Biblioteka, Sado- 
vaja Ul. 18 


Moscow 
Biblioteka, Ekonomich Insti- 
tuta, Glev Pochtamt p/j 899 
Biblioteka, Glavnyj pochtamt, 
Pochtov jaschik 812 


. Biblioteka, Glavnj Pochtamt, 


Pochtowyi Jashtk 900 
Biblioteka CSU SSSR, B. 
Vusouskej per 2 
Centralnaja Biblioteka, Vnesh- 
torga, Ut. Kujbysheva 23 
Gosudarstvennaja Biblioteka 
SSSR, Im Lenina, Ul. Ka- 
-linina 3 ` 
Gos. Nauck. Bib-ka, Min Vys 
Obrasovan, Pl. Nogina 2 5 
IVP 
Inoizdat, Glavnij Pochtamt, 
Pochtovij Jaschik 36 
Institut Ekonomiki, Akad. 
Nauk, Volkhonka 14 
Nauchnaja Biblioteka, Minis- 
terstva Finansov, Ul. Kuj- 
bischeva 9 
Tekhbiblioteka Gosplana 
USSR, Okhotnij Rjad 3 
d d Kaluzhskoje Shosse 


Riga ; 
Biblioteka, Akademi Nauk, 
Kommunalnaja 4 
Tashkent 
Biblioteka, Akademi Nauk, 


Ul. Abdully Tukaeva 1 
AFRICA 
- ALGERIA 
Algiers 
Bibliothéque de l'Université, 
rue Michelet - 


Other Countries 


BELGIAN CONGO 


Elizabethville 
Scholl, Guillaume, clo « 
BCCBRU 


# EGYPT 
é$exandria 


9 American Ambassador, c/o 


American Consulate Gen. 
174 
Shafei, M. Z. 
Cairo : 
American Ambassador, c/o 
American Embassy-17 
Anglo-Egyptian Bookshop, 
165 Sh Mohamed Bey Farid 
(Ex Emad El Din) 
Conn, H. D. 
Nat. Bank of Egypt 
Toulan, S. I. 


Giza 
Deif, N. A. 
Messiha, W. 


ETHIOPIA 


Addis Ababa 


Luongo, N. A. 
Luther, E. W. 


-GOLD COAST 


Achimota 


Univ. Col. of the Gold Coast, 
Univ. Bookshop 

Univ. Col. of the Gold Coast, 
P.O.B. 4 


Cape Coast 
Carney, D. E. 


LIBERIA 


Monrovia 


U. S. Info. Center, American 
Embassy 


MOROCCO 


Rabat 


Centre d'Études Juridiques, 
Institut des Hautes Éludes 
Morocaines 

U. S. Injo. Center, American 
Consulate : 


Tangier 
U. S. Info. Ceuter, American 
Legation p 
NIGERIA 
Ibadan ` 


. Univ. Col. Lib. 





ea 


xS 


Vasconcellos, A. S. 


Other Countries 


PORTUGUESE EAST 
AFRICA 


Nova Lusitania 
de Abreu, L. S. a 


Lourenco-Marquey 


SUDAN 
Khartoum 


[ Gordon Mem. Col., Newbold 


UGANDA 
Kampala 


Mekerere Col. Lib., P.O.B. 
262 - 


UNION OF SOUTH 
AFRICA 


Belfast 
deBeer, D. P., P.O.B. 6 


Bloemfontein 


Univ. s xa tie Orange Free 
State L 


s Town 

Com. and Law Lib., Hiddingh 
Hall, Orange St., Gardens 

de Oliveira, Ga 7 Scott Rd. 
Observatory 

Gurzvnski, Z. 3. 

Lib. cf Parliament ` 

U. S. Info. Center, American 
Consulate Gen. 


Durban 
Allan, I. 
Kelly, T. H. 
Randall, R. J. 


Grahamstown 
Rhodes Univ. Col. Lib. 


Johannesburg 


Federale Volksbeleggins Be- 
perk, Posbas 2911 

Jonannesburg Ch. of Com., 
Box 687 

J PARARE Pub. Lib., Mar- 


bet Sq. 

Tene J. D., 703 Zarann 
Mansions, 
Claim Sts., Toubert Pk. 

Nat. Develop. Found. of S. A., 

Locarno House Second 
Fleor, 20 Loveday St. 

Richards, C. S. 

Samuels, L. H. 

Timmerman, W. A. 

U. S. Info. Center, American 
Consulate Gen. 


Cor. Bok and, 


Geographical List 


Univ. of the Witwatersrand,* 


Main Lib., Milner Pk. 
Potchefstro6m 


Potchefstroom Univ. Col. far 


C. H. E. Lib 


Pretoria 
Chieg, Div. of Econ. and 
Markets, Dept. of Agric. 


* and Forestry 


Mc bara F E., 324 Orient 


Goudriaan, I. J. 

Middleton, J. J. I. ` 

Secy. for Com. and Ind., Im- 
pala House 

Soc. and Econ. Plann. Coun- 
cil, Secy., Bourke Trust 
Bldg. Room 20, Andries Si. 

S. A. Res. Bank, Head Office 

Univ. of Pretoria Lib. 

Unit. of S. A., Div. of Exter- 
zal Studies, "Central St. 

Volkskas, Lid., Secy., Box 578 


Stellenbosch | 
Univ. Lib. 


Australasia and the 
Pacific Islands 


AUSTRALIA 


AUSTRALIAN CAPITAL 
TERRITORY 
Canberra 


Australian Nat. Univ. Lib., 
Acton 


Canterra Univ. Col. Regist., 
P.O.B. 197 
Commonwealth 

Lib. 
Dept. of External Affairs Lib. 
Dept. of Nat. Develop. Lib. 
Prime Minister's Dept. Lib., 
Econ. Policy Div. 
Richardson, J. ff. 
Tax. Dept., West Block 


NEW SOUTH WALES 
Adamstown 
McMartin, A. 


Alexandria 
Coghlan, John, Eustan Rd. 


Armidale 
New England Univ. Col., Secy. 


Croydon 
Fraser, T., 72 George’s River 
Rd. Š 


` Parliament 


Dee Why 
Spinks, R., 16 Và 


Drummoyne 


Wood, A. W., 15. 
torta St. 


Griffith 
Livanes, V., Box 1 


Moree 
Cummins, B.L.1 


Mortdale 
Smith, A., 34 Dar 


Sydney 
Bonk of New So 
Econ. Dept., P.C 
Gen. P.O. 
Bur. of Statis., Go: 
61 Hunter St. 
Butlin, S. J. 
Dept. of Agric. L 
lace, P.O.B. 36 
Kirkland, G. 
Laffer, K. 

Liberal Party of 
Box 1925 GPO 
New South Wales : 

Rofe, R. L. 

Swain, G, H C 
Rhodes 

Sydney Tech. Col. 1 
St. Ultimo 

U. S. Info. Center, 
Consulate Gen. 

Univ. of Sydney, i 

Univ. of Sydney, 
hoime Lib., Sch. 


QUEENSLA 
Brisbane 
ee Pub. Lib 


Bur. of Ind. Lib., T 

Univ. of Queenslan 

Univ. of Queensian 
Lucia 

Univ. of Queensian 
Thatcher Mem. 
Lucia 


SOUTH AUST 


Adelaide 
Univ. of Adelaide, i 
Lib. 


TASMANI 


Hobart 


Firth, G. G. 
State Lib. of Tasma 
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VICTORIA 
^9 Carlton 
m of Melbourne, Central 


ib. 
Chernick, S. E. 


Melbourne 


Commonwealth Inst. of Ac- 
countants, Provident Life 
Assu?. Bldg., 37 Queen St. 

Inst. of Pub. Affairs, Carlow 
House, 289 Flinders Lane 

Prest, W. 

Pub, Lib. of Victoria 

State Parliamentary Lib. 

U. S. Info. Center, American 
Consulate 
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WESTERN AUSTRALIA 
Nedlands 
Univ. of Western Australia 
6 Lib. | 


Perth 
Mauldon, F. R. E. 


NEW ZEALAND œ 
Auckland 
Auckland Univ. Col., Regist. 


Christchurch 
Cangrbury Univ. Col. Lib. 


Dunedin 
Otago Univ. Lib. 


Other Countries 


Motueka 3 
Jeffery, S. 


Palmerston North 
Massey Agric. Col, Lib. 


. Fyettington ; 

Dept. of Ind. and Com., 
P.O.B. 3025 

Gen. Assembly Lib. 

Nat. Lib. Ser., Dir., Private 
Bag 

Prime Minister's Debt., Info. 
Sec., Parliament Bldgs. 

Rer aes óf New Zealand 


ib. . 
U. S. Info. Center, American 


Embassy 
Victoria Univ. Col. Lib., 
P.O.B. 1580 


me 


SUPPLEMENTARY INFORMATION 
AND 
STATISTICAL SUMMARIES 
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ROSTERS, OF COMMITTEE MEMBERS - 
AND EDITORIAL BOARDS 


- ; 
NOMINATING COMMITTEE* b 
wes *  . 1949-53 it 
; or 
1949 Simeon E. Leland, Chair. man Charles P. «Cindleberger 
Jamés K. Hall : Lloyd A. Metzler 
Margaret G. Reid William H. Nicholls 
Lede nce. 1952 “Trank Pa Knight, Chairman 
E : É ne Bezanson 
: Wolfgang F. Stolper George H. Hildebrand 
11950 Calvin B. Hoover, Chairman ` Frank A. Knox Re 
| Harold R. Bowen Donald H. Wallace 
| : Carter Goodrich . uo Clair Wilcox 
x peek Hoyt . 1953 John H, Williams, Chairman 
E . M. Bober 
| ,. Jacob Viner ^ — Edward S. Shaw- 
[1951 . Howard S. Ellis, Chairman George W. Stocking 
Karl R. Bopp George W. "Taylor 
l George A. Elliott Willard L.. Thorp 


* For list of members 1934-48, see page 305 of the 1948 Directory. 


. COMMITTEE ON ELECTIONS* 


1934-52 

1934 Frederick S. Deibler, Chairman ` ' 1943 Garfield V. Cox, Chairman 

Ernest L. Bogart x . Arthur R. Tebbutt 

Morris A. Copeland 1944. John W. Boatwright, Chairman 
1935 Chester W. Wright, Chairman Earl J. Hamilton 
Reuben Cahn 1945 John K. Langum, Chairman 
1936 Ivan Wright, Chairman Henry B. Arthur 
Dy John Higson Cover 1946 John H. Wills, Chairman 
1937 Melchior Palyi, Chairman Walter E. Hoadley, Jr. 

Frank P. Breckinridge 1947 Ernest A. Johnson, Chairman 
1938 P cowan, Chairman Charles W. Anrod 

ert C. Hart 3 : 
Tord Wo MS 1948 J. Roy Blough, Chairman 
jozo ES ae ane : Ernst A. Dauer 
euben D. Cahn, Chairman . : 

Frederick W. Mueller, Jr. 1949 E Meer Chairman 

1940 RAT uan Jr., Chairman 1950 Walter A. Weisskopf, Chairman 
Louis A. Keller 

1941 Morton Bodfish, Chairman 1951 Harry G. Guthmann, Chairman 

Melchior Palyi Robert T. Glidden 
1942 Leverett S. Lyon, Chairman . 1952 Donald S. Warning, Chairman 

Simeon E. Leland Harold W. Torgerson , 


* 'The Secretary is ex officio member of the Committee on Elections. For 1935, this was Fred- 
erick S. Deibler; from 1936 on, James Washington Bell. i 


PROGRAM COMMITTEE* 


S 1949-1953 : E 
1948 Boward.S. Ellis, Chairmant 1951 John H. Williams, Chairman} 
1950 Frank H. Knight, Chairmant. 1952 Harold A. Innis, Chairmant 


Arthur F. Burns 


For list of members 1934-48, see page 307 of the 1948 Directory. 
No formal committee appointed. 











1935 


1936 


1937 


1939' 


1940 


1941 


* Died ir. June, 1938; unexpired term filled by Royal E. Montgomery. 


Qu 


. Wolfe 
Goodrich 
i G. Blakey 
.H. Preston, 

. E. Ayres 

. A. Copeland 
.. G. Blakey 
. H. Preston 
15 Ayres 

A. Copeland 

- Berman 

H. Chamberlin 
[E 


. Ayres 

I. A. Copeland 
Berman 

E. H. Chamberlin 
Alzada Comstock 
L. L. Watzins 


E. Berman* 
Fritz Machlup 
Alzada Comstock 
L. L. Watkins 

A. R. Burns 

B. F. Haley 


Alzaca Comstock 
L. L. Watkins 

A, R. Burns 

B. F. Haley 

R. E. Montgomery 
Fritz Machlup 


A. R. Burns 

B. F. Haley . 
R. E. Montgomery 
Fritz Machlup 

E. A. Kincaid 

EL M. Groves 


R. E. Montgomery 
Fritz Machlup 


BO agii ROMO > 


t 
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Editorial Boards . 


EDITORIAL BOARDS . 


1942 


1943 


1944 


1945 


1916 


1935-53 


E. A. Kincaid 

H. M. Groves 

H. S. Ellis 

B. W. Lewis 

E. A. Kincaid 
Mabel Newcomer 
H. S. Ellis 


:B. W. Lewis 


A. G. Hart 
Dale Yoder 


H. S. Ellis 

B. W. Lewis 

A. G. Hart 

Dale Yoder » 
G. N. Halm 
Mabel Newcomer 


A. G. Hart | 
Dale Yoder 

G. N. Halm 
Mabel Newcomer 
N. S. Buchanan 
P. A. Samuelson 


G. N. Halm 
Mabel Newcomer 
N. S. Buchaaan 
P. A. Samuelson 
K. E. Bouldin 

P. T. Ellswort 


N. S. Buchanan 
P. A. Samuelson 
K. E. Boulding ' 
P. T. Ellswort 
L. H. Seltzer 

B. U. Ratchford 


K. E. Bouldin 
P. T. Ellswort. 
L. H. Seltzer 

B. U. Ratchford 


R. A. Gordon 


1948 


` 1949 


1950 


1951 


1952 


1953 


Arthur Smithies 


L. H. Seltzer 
B. U. Ratchford 
R. A. Gordon 
Arthur Smithies 


| E. H. Harbison 


G. J. Stigler 


R..A. Gordon 
Arthur Smithies 
F. H. Harbison 
G. J. Stigler 

R. A. Musgrave 


- W. H. Nicholls 


F. H. Harbison 
G. J. Stigler. 

R. A. Musgrave. 
W. H.. Nicholls 
Moses Abramovit 
William Fellner 


R. A. Musgrave 
W. H. Nicholls 
Moses Abramovii 
William Fellner 
Milton Friedman 
L. G. Reynolds 


Moses Abramovit 
William Fellner 
Milton Friedman 
L. G. Reynolds 
J. S. Bain 

H. M. Somers 


Milton Friedman 
L. G. Reynolds 
J. S. Bain 

H. M. Somers 


R. F. Mikesell 


Ragnar Nurkse 


t 
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REPRESENTATIVES OF THE ASSOCIATION 
TO THE LEARNED COUNCILS* 





: e 
4 
AMERICAN COUNCIL OF LEARNED SOCIETIES, 4949-53 
1949-50 Frank H. Knight . 1951-54 Frank Ñ. Knight 


Note: Reorganization of the American Council of Learned Societies provided for 
one representative only, appointed for a four-year term, 


SOCIAL SCIENCE RESEARCH COUNCIL, 1949-53 


949 Harold A. Innis 1951 George W. Stocking 
Joseph J. Spengler D^ Harold A, Innis 
George W. Stocking Theodore W. Schultz 
950 Joseph J. Spengler 1952 Harold A. Innis 
George W. Stocking Theodore W. Schultz 
Harold A, Innis George W. Stocking 
: 1953 "Theodore W. Schultz , 
3 George W. Stocking -0 
John Perry Miller : 


€ 


- 


REPRESENTATIVES ON THE BOARD OF DIRECTORS OF THE 
| NATIONAL BUREAU OF ECONOMIC RESEARCH 


1920-39 David Frida 
1940-44 C. Reinold Noyes 
1945-53 Donald H. Wallace 


h For lists of representatives, 1920-48, see page 308 of the 1948 Directory. 





HONORARY MEMBERS 





Albert Aftalion 1938............ suus Paris Walter Thomas Layton (Baron Layton of 
William Beveridge (Baron Beveridge of Tug- Danehill) 7932. ..............L.. London 
gal) 1945,.... ren d roae i eee London Gunnar Myrdal 1947....... e AE. Gen 

Arthur L. Bowley 1932............. London Bertil Ohlin 1947............... Stockholm 
Constantino Eresciani-Turroni 1951...Rome Arthur Cecil Pigou 1922......... Cambridge 
Sir Henry Clay 1932................ Oxford Charles Rist 7922.................... 

L. Einaudi 1926............... seus. Rome Lionel C. Robbins 1947............. London 
Ragnar Frisch 1948............ sess D. H. Robertson 1938........... Cambridge 
R. F. Harrod 1950........... esse. Joan Robinson 1950............. Cambridge 
Ralph G. Hawtrey 1948 ves Arthur A. C. Spiethoff 1932........... 

J. R. Hicks 1050. .......0....2.005- Jan Tinbergen 1950............. The Hague 
aaston Jéze 1926... 2. cece eee eee eee i 


Note; The figures in italics indicate the year of election to honorary membership, 











Annual Meetings - 8 


ANNUAL MEETINGS? 


1936-55 


Note: A tabulatio& of “Statistics of Annual Meetings” fen 1885 to 1910 may be fou 
in the papers and discussions on the occasion of the twenty-fifth anniversary of tke Associati 
published in the ‘‘Thirfl Series" of the publications of the Association (Vol. XI, 1910, No. 
pages 92-93). This tabulatiog gives not only the date and place of meeting but also indica 
main sub:ects discussed and the number of members of the Association. The Fst of cities 
which annual meetings have been held 1910 through 1935 may be found on page 306 of : 
1948 Directory. . 

The following list includes estimates of registration. These figures are very rough, but tt 
give a general idea of how many members of the American Economic Association attend.: 
meetings and of the total attendance of all the affiliated associations. Some figures are estima 
of attendance, which includes students and those not registering, and other fizures are p: 
registrations. 


Local Arrangemerfs ; 
Year Place Chairman or Representative A.E.A. Total 
1936 Chicago G. V. Cox 760 2,931 
1937 Atlantic City E. M. Patterson 687 2,07 
1938 Detroit R. P. Briggs 671 2,34¢ 
1939 Philadelphia W. N. Loucks 793 2,85 
1940 New Orleans R. W. Elsasser 358 6% 
1941. New York C. S. Shoup 1,029 3,76 
1942 Washington, D.C. A. E. Taylor 1,10: 
(Cleveland canceled) 
1943 Washington, D.C. A. E. Taylor : 1,92: 
1944 Washington, D.C J. Donaldson 
(Canceled) M. oan 

n . A. Hi , 
1945 Cleveland B I Davison 566 93; 
1946 Atlantic City J. W. Hoot 1,70: 
1947 Chicago G. J. Cady 1,202 1,434 
1948 Cleveland D. S. Thompson 1,114 1,68: 
1949 New York M. R. Gainsbrugh . 1,839 3,571 
1950 Chicago C. G. NOE . 1,413 3,458 
1951 Boston A. C. Neal 1,091 2, 948 
1952 Chicago R. T. Glidden 1,897 2,726 
1953 Washington, D.C. R. A. Young 
1954 Detroit , 
1955 New York 

° 
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ORGANIZATIONS WITH WHICH THE AMERICAN 
ECONOMIC ASSOCIATION IS AFFILIATED 


AMERICAN COUNCIL OF LEARNED SOCIETIES 
1219 16th Street, N.W., Washington 6, D.C. 


Administrative Secretary, Mortimer Graves; Assistant to the Director, . H. Daugherty; Sia 
Adviser on Personnel Studies, J. F. Wellemeyer; Secretary for Fellowships, William 
Parker; Special Assistant, Shirley D. Hudson; Bursar, Alice M. Harger. 


. Delegate of the American Economic Association: Frank H. Knight, 1954. 
| Constituent Sccieties: American Philosophica! Society, Americah Academy of Arts and Sciences, 


American Antiquarian Society, American Oriental Society, American Numismatic Society, 
American Philological Association, Archaeological Institute of America, Society of Biblical 
Lizerature and Exegesis, Modern Language Association of America, American Historical 
Association, American Economic Association, American Folklore Society, American Philo- 
sophical Association, American Anthropological Association, American Political Science 
Association, Bibliographical So@jety of America, Association of American Geographers, 
American Sociological Society, College Art Association of America, History of Science 
Soziety, Linguistic Society of America, Mediaeval Academy of America, American Musi- 
cological Society, American Society for Aesthetics. 


SOCIAL SCIENCE RESEARCH COUNCIL 
230 Park Avenue, New York 17, New York 


Officers and Staf : Pendleton Herring, President; Paul Webbink, Vice-President; Elbridge Sibley, 
Executive Associate; Harold E. Jones, Pacific Coast Representative; Bryce Wood; Eleanor C. 
Isbell; Joseph B. Casagrande; M. Brewster Smith; Carolyn E. Allen, Financial Secretary. 

Directors, 1953: Wendell C. Bennett, Ray A. Billington, Taylor Cole, Gordon A. Craig, Fred 
Egzan, Charles Fairman, Luther Gulicx, Robert B. Hall, Ernest R. Hilgard, Pendleton 
Herring, E. Adamson Hoebel, Alexander H. Leighton, Donald G. Marquis, Douglas 
McGregor, John P. Miller, Frederick Mosteller, Lowry Nelson, Roy F. Nichols, Frederick 
Osborn, Theodore W. Schultz, Robert R. Sears, Mortimer Spiegelman, George W. Stock- 
ing, Conrad Taeuber, Dorothy S. Thomas, Schuyler C. Wallace, Herbert Wechsler, S. S. 
Wilks, Malcolm M. Willey, Donald Young. 


NATIONAL BUREAU oF Economic RESEARCH 
1819 Broadway, New York 23, New York 


Officers: Harry Scherman, Chairman; C. C. Balderston, President; Percival F. Brundate, Vice- 
President; G. B. Roberts, Treasurer; W. J. Carson, Executive Director. 

Research Staff: Solomon Fabricant, Acting Director of Research; G. H. Moore, Associate Director 
of Research; Moses Abramovitz, Harold Barger, M. A. Copeland, Daniel Creamer, David 
Durand, Milton Friedman, Millard Hastay, W. B. Hickman, F. F. Hill, Daniel M .?Hol- 
land, Tlior Hultgren, Simon Kuznets, C. D. Long, Ruth P. Mack, F. C. Mills, R. J. 
Saulnier, Lawrence H. Seltzer, G. J. Stigler, Leo Wolman, Herbert B. Woolley. _ 

Directors at Large: D. R. Belcher, Wallace J. Campbell, Albert J. Hettinger, Jr, O. W. Knauth, 
H. W. Laidler, Shepard Morgan, C. Reinold Noyes, G. B. Roberts, Beardsley Ruml, 
aped Scherman, George Soule, N. I. Stone, J. Raymond Walsh, Leo Wolman, Theodore 

. Yntema. 

Directors by University Appointment: E. Wight Bakke, Yale; C. Canby Balderston, Pennsyl- 
vania; A. F. Burns, Columbia; G. A. Elliott, Toronto; Frank W. Fetter, Northwestern; 
H. M. Groves, Wisconsin; Gottfried Haberler, Harvard; Clarence Heer, North Carolina; 
R. L. Kozelka, Minnesota; P. M. O'Leary, Cornell; Theodore W. Shultz, Chicago; Jacob 
Virer, Princeton. - j 


: ixi d A iue Other Organizations: P. F. Brun age American Institute of Accountants; 


ills, American Statistical Association; S. Ruttenberg, Congress of Industrial 
Organizations; Murray Shields, American Management Association; Boris Shishkin, 
American Federation of Labor; D. H. Wallace, American Economic Association; Frederick . 
V. Waugh, American Farm Economic Association; Harold F. Williamson, Economic ' 
History Association. 
. 
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REGIONAL AND ALLIED ASSOCIATIONS 


MIDWEST Economics ASSOCIATION 
Officers, 1953-54 


President, Welter A. Morton, University of Wisconsin. First Vice-President, Earl D. Stro 
Grinnell College. Second Vice-President, Harold W. Davéy, Iowa State College. Secreta 
Treasurer, C. Woody Thompson, University of Iowa. 

' The Midwest Economics Afsociation was founded in 1934 and has held annual meeting: 
April each year since. The programs begin Thursday evening and extend through Saturc 
forenoon. The area embraces Indiana, Illinois, Missouri, Kansas, Iowa, Nebraska, No 
Dakota, South Dakota, Minnespta, and Wisconsin. Scattered representation also comes fr 
the states of Michigan and Ohio. The organization is informal. Any person engaged in full-ti 
teaching or research, or graduate study, or graduate study and research or teaching in the fi 
of economics or commerce is eligible for membership. A registration fee of $1.00 is paid by th 
in attendance in lieu of a membership fee. The Association sponsors no publication. The ann 
program is prepared and the place of meeting is chosen by the Executive Committee, consist 
of the President, two Vice-Presidents, Secretary-Treasurer, and the immediate past preside 

The 1954 meeting will be held in Peoria, Illinois, Api! 22-24, with headquarters at H« 

Pere Marquette. 

Past Presidents 


1934 S. L. Miller, University of Iowa 1942-46 Jesse S. Robinson, Carleton Coll 

1935 M. H. Hunter, University of Illinois — 1947 C. L. Christenson, Indiana U 
(deceased versity 

1936 Dale Yoder, University of Minne- 1948 Roy Blough, University of Chic: 


` sota 1949 C. Ward Macy, Coe College 

1937 J; A. Estey, Purdue University 1950 M. M. Bober, Lawrence College 

1938 ohn Ise, University of Kansas 1951 Paul R. Olson, University of Ic 

1939 W. Bayard Taylor, University of 1952- Frank W. Fetter, Northwest 
Wisconsin University 

1940 J. E. Kirshman, University of Ne- — 1953 H. Gordon Hayes, Ohio State U 
traska (deceased) versity 


1941 Harry Gunnison Brown, University 
of Missouri ! 


SoUTHERN Economic ÁSSOCIATION 
Officers, 1953 


resident, B. U. Ratchford, Duke University. Vice-Presidents, J. B. McFerrin, University 
Florida, R. W. French, Tulane University. Secretary-Treasurer, Howard R. Smith, C 
versity of Georgia. 

The Southern Economic Association was organized in 1927. The purpose of the Associatio 
the stimulation of economic thought and research in connection with the economic probk 
of the South. 

Membership dues are: annual, $4.00; sustaining, $5.00; contributing, $10.00; life, $60. 
institutional, $10.00; student, $2.00. Membership fees include $3.00 in payment for a ye 
subscription to the Southern Economic Journal at the special rate granted to members of 
Southern Economic Association. The Journal is a quarterly, published jointly by the Associat 
ard the University of North Carolina. 


Past Presidenis 


1628-30 MEME Matherly, University of 1937-38 T.C. Bigham, University of Flor 
Florida 1938-39 R. H. Tucker, Washington and 


1930-31 Tee a University of Ala- University ae 
1931-32 T R. Snavely, University of 1939540: J; aoe University of Ne 
irginia Z 

1932-33 J. B. Trant, Louisiana State Uni. 1940-41 cen Hon,” Southwestern U 
versity : 

1933-34 R. P. Brooks, University of Georgia 1941-42 Malcolm H. Bryan, Federal 

1934-35 A. S. Keister, Woman's College; serve Bank of Atlanta ° — 
N. C. 1942-43 Edgar Z. Palmer, University 

1935-36 J. W. Martin, University of Ken- ' Kentucky 


e 
tu à 1943-44 D. Clark Hyde, University of ` 
1936-37 C. B. Hoover, Duke University ginia 
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1944-45 T. W. Glocker, Uniyersity of Ten- 1948-49 G. H. Aull, Clemson College 


nessee 1949-50 D. M. Wright, University of Vir- 
1945-46 H. L. McCracken, Louisiana State _ ginia " 
University 1950-51 J. E. Ward, George Peabody Col- 
1946-47 Joseph J. Spengler, Duke Uni- lege 
x versi 1951-52 G. W. StocRing, Vanderbilt, Uni- 
1947-48 G. T. Schwenning, University of versity 
7 North Carolina o 


; . 
WESTERN ECONOMIC ÁSSOCIATION* 


Officers, 1953 


President, M. M. Stockwell, University of California (Los Angeles), Vice-President, C. E. 
Maser, Oregon State College. Secretary-Treasurer, John Pagani, University of Utah. Editor, 
F. L. Kidner, University of California (Berkeley). 


The Western Economic Association (formerly the Pacific Coast Economic Association) was 
established in 1922 largely through the efforts of Alfred C. Schmitt, Edwin C. Robbins, Stephen 
I. Miller and Eliot Jones. The first meeting was held in Portland, Oregon. Membership is of 
two kinds: (1) institutional members, originally confined to accredited universities and colleges 
west of the Rocky Mountains, but now changed to include any educational institution approved 
by the Executive Committee, west of the Rockies; (2) individual members, who may be any 


- person interested in the theory, principles and problems of economics and business. In addition 


to the professional economists, many Pacific Coast businessmen are members, 

One of the principles of the W.E.A. is to devote approximately one-third or more of each 
annual conference to problems of the Pacific Slope; another is to co-operate with the efforts of 
the Social Science Research Council. 

'The membership of the Association as of September 1, 1952 was 409. Institutional dues are 
$10.00 and $5.00, depending upon size of the institution; individual membership is $3.00 yearly. 
The principal publication is the annual proceedings. 


Past Presidents 

1922 Alfred C. Schmitt, Oregon State 1938 James K. Hall, University of Wash- 

College E : ington 
1923 Eliot Jones, Stanford University 1939 Richard B. Heflebower, Washing- 
1924 Rockwell D. Hunt, University of ton State College 

Southern California | 1940 Arthur G. Coons, Claremont Col. 
1925 Ho T. Lewis, University of leges 

ashington : , . 
1926 Bo CE Robbins, University of 1941 eet RUN University of 
regon i 

1927 Theodore H. Boggs, University of 1942 Bernard F. Haley, Stanford Uni- 

British Columbia versity — Paro 
1928 Ira B. Cross, University of Cali- 1943-45 James H. Gilbert, University of 

fornia Oregon . eed 
1929 Howard S. Noble, University of 1946 ' John B. Condliffe University of 

California at Los Angeles California : 
1930 Thomas A. Beal, Universityof Utah 1947 William S. Hopkins, University of 
1931 John A. Bexell, Oregon State Col- Washington i 

lege M 1948 Robert B. Pettengill, University of 
1932 oe Coon, University of Southern California 

i ashington 1949 Glenn E. Hoover, Mills College 

1933 Clement Akerman, Reed College ; : TIateerzi 
1934 Reid L. McClung, University of 1950 Dilworth Walker, University of 


1935 ee ok State College 1951 John A. Guthrie, State College of 


th P Coll Washington 
105 podes por Stanford Une 1952 Oliver P. Wheeler, Federal Reserve 
versity Bank of San Francisco 


METROPOLITAN Economic ASSOCIATION 
Officers, 1953-54 


Presigent, Lawrence Chenault, Hunter College. Vice-President, Harry Malisoff, Brooklyn Col- 
E Secretary, Aurelia Toyer, New York University. Treasurer, Robert D. Leiter, City 
College. 


The Metropolitan Economic Association was formed in the spring of 1949 when a group of 
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college teachers of economics in the metropolitan New York area met to organize a confere 
on the teaching cf the basic course in economics. The confefence became the Metropoli 
Economic Association. The object of the Association is to encourage and organize the expres: 
of diverse views on matters of interest to academic and nonacademic economists. Meetings 
held four times yearly for the purpose of such discussions. ‘ 

Membership is op@n to those who teach economics in colleges, to nonacadenzic professic 
economists, end to graduate students majoring in economits. Dues are $1.00 annually. * 
membership of the Asapciation as of May, 1953, was 150. 


s ~ Past Presidents 


1950-51 Broadus Mitchell, Rutgers Uni- 1952-53 David H. Colin, New York’ l 
versity . versity 
1951-52 Charles Hessian, Brooklyn College 


CENTRAL NEw YoREK Economics CONFERENCE 
Officers, Fall Meeting, 1953 


Fresideni, Raymond de Roover, Wells College. Secrelary- Treasurer, Dorothy Watson, W 
ollege. 


The Central New York Economics Conference was organized in 1948. The purpose of 
Conference is to enable its members to discuss mutual problems of teaching and to excha 
views on current economic issues. d 

The Conference meets twice a year and is financed by a small registration fee paid at the t 
of each meeting. The meeting place of the Conference is rotated among the various colleges 
universities of its members. 


Past Presidents 


1948 Spring Meeting—Wilfrid Crook, Colgate University 
Fall Meeting—William Kessler, Colgate University 
1949 Spring Meeting—Archibald M. Mclsaac, Syracuse University 
F Fall Meeting—William E. Dunkman, University of Rochester 
1950 Spring Meeting—William W. Bennett, Union College 
Fall Meeting—N. Arnold Tolles, Cornell University 
1951 Spring Meeting—Kirk R. Petshek, Colgate University 
Fall Meeting—G. Ralph Smith, Harpur College 
1952 Spring Meeting—Theo Suranyi-Unger, Syracuse Univers.ty 
. Fall Meeting—Ralph C. Epstein, University of Buffalo 
1953 Spring Meeting— William E. Dunkman, University of Rochester 


` Economic HISTORY ASSOCIATION 
Officers, 1952-54 


President, Edward C. Kirkland, Bowdoin College. Vice-Presidents, Alexander Gerschenk: 
Harvard University, Robert L. Reynolds, University of Wisconsin. Secretary, Ralph 
Hidy, New York University. Treasurer, Herman E. Krooss, New York University. Bi 
of Trustees, The Officers of the Association, the Editor of the Journai, Arthur Bin 
University of Pennsylvania, W. Thomas Easterbrook, University of Toronto, Solor 
Fabricant, New York University, John G. B. Hutchins, Cornell University, Arthur 
Peterson (representing the Agricultural History Society), Henrietta M. Larson (repres 
ing the Business Historical Society), and Past Presidents, Anne Bezanson, Universit. 
Pennsylvania, Herbert Heaton, University of Minnesota, Earl J. Hamilton, Universit 
Chicago. Editor, Thomas C. Cochran, University of Pennsylvania. Advi-ory Editor, SI 
ard E. Clough, Columbia University. Associate Editors, Miriam Husszy, University 
Pennsylvania, Daniel Thorner, University of Pennsylvania. 


The Economic History Association was founded in December, 1940. It is cpen to all hist 
ans, staiisticians, economists, and businessmen who find profit from historical investigati 
It publishes semiannually the Journal of Economic History. Annual meetings are held in £ 
tember and semiannual meetings in conjunction with the American Historical Association 
the American Economic Association. 

Membership dues, which include subscriptions to the Journal, are: American andeCanac 
members, $5.00; foreign members, $5.25; sustaining members, $10.00; and student memE 


, 
e 
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ALLIED SOCIAL SCIENCE ASSOCIATIONS 


The Secretaries of Which Are Formally Organized in the Interests of 
Conducting Joint Annual Meetings 


American Accounting Associ- 
ation 

American Association of Uni- 
versity Teachers of Insur- 
ance 

American Business Law Asso- 
ciation 

American Eccnomic Associa- 
tion 

American Farm Economic As- 
sociation 

American Finance Association 


American Marketing Associa- 
tion 


; American Political Science As- 


sociation 


_ American Sociological Society 


| 


' American Statistical Associa- 
tion , 
Econometric Society 


Bode History Associa- 


Industrie! Relations Research 
Association 

Institute of 
Statistics 

| Rural Sociological Society 


Mathematical 


1953 
Presidents 


R. H. Hassler, Harvard Uni- 
versity 

Clyde Kahler, University of 
Pennsylvania 


P. C, Roberts, University of" 
Illinois 

C. B. Hoover, Duke Uni- 
versity 

H. R. Wellman, University 
of California, Berkeley 

R. I. Robinson, Northwestern 
University 

i ie Hughes, General Mills, 


nc. 
Pendleton Herring, S.S.R.C. 


S. A. Stouffer, Harvard Uni- 
versity 

W. G. Cochran, Johns Hop- 
kins University 

Rene Roy, University of 


Paris 

E. C. Kirkland, Bowdoin 
College 

Ewan Clague, Bureau of La- 
bor Statistics 

M. H. Hansen, Bureau of the 
Census 

O. D. Duncan, Oklahoma 
A. and M. College 


. : 
Secretaries 
C. J. @aa, University of Ill- 


inois 
W. T. Beadles, Wesleyan 
University, Illinois 


M. B. Dickerson, Michigan - 
State College 

J. W. Bell, 
University 

E. L. Butz, Purdue Univer- 


sity 
G. E. Hassett, Jr., New York 
University 
I. D. Anderson, Northwestern 
Universi 
E. n Litchfield, Washington, 


J. W. ‘Riley, Jr, New York 
University 
Samuel Weiss, Washington, 


Northwestern 


Alfred Cowles, University of 
Chicago 

R. W. Hidy, New York Uni- 
versity 

R. W. Fleming, University of 
llinois 

K. J. Arnold, Michigan State 
College 

S. W. Blizzard, Pennsylvania 
State College 










Complimentary 








Tabular Summary 


TABLE 1 


MEMBERSHIP CLASSES 


(at the Midyear) 





1941 1946 
inant Beane Pisin Aa Sen . 3,176 4,144 
ERE 2 83 90 
sedate 14 64 
15 17 
19 15 
: 37 31 
Qu 4,361 
TABLE 2 


MEMBERS AND SUBSCRIBERS FOR SELECTED YEARS 
(Year-end Figures) 


Yeer Members Subscrii bgs 
1386 

1890 

1895 572 &0 
1900 

1905 877 155 
1910 1,519 183 
1915 2,091 353 
1920 2,301 565 
1925 2,916 830 
1930 2,797 1,056 
1935 2,544 1,118 
1940 3,158 1,327 
1941 3,465 1,319 
1942 3,671 1,219 
1943 3,798 1,293 
1944 3,961 1,533 
1945 4,154 1, 
1946 4,662 2,161 
1947 5,329 2,198 
1948 5,902 2,461 
1949 6,631 2,504 
1950 6,936 2,573 
1951 7,068 2,69. 
1952 7,267 2,755 
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D TABLE 3 


GEOGRAPHICAL ANALYSIS OF MEMBERS AND SUBSCRIBERS IN THE UNITED STATES 
(As of April 15, 1953) 














oe 
Mem- Sub- pani " 
States bes — seribers Total —  Tennessee......... s. 44 34 78 3 
NORTHEAST North Ca; Carolina........ 65 29 94 
Maine...........sue s 20 7 27: Mississippi. .......... e 13 12 25 
New Hampshíi:e....... ^25 7 32 Virginia........ , 365 3i 396 
Vermont. ......---00- 26 8 Kentucky....... fesses 41 1 58 
Massazhusetts....... A 349 67 416 South Carolina........ 13 11 24 
Rhode Island. ........ 21 7 28 Georgia. ........eesss 41 22 63 
Connesticut. ......... 131 33 164 Alabama..... eco 32 25 57 
New York........... a 1,312- 232 1,544 Arkansas. ....5.... LL. 22 12 34 
elaware.. se cence eens 8 27 Florida........ TT 76 20 96 
Pennsvlvania......... 341 84 425 Louisiana............ 49 17 66 ' 
New Jersey........... 245 46 291 ae Mn Rari 
ryland..... 348 25 373 761 230 991 
Mary Virginia 28 13 41 
District of Columbia... 697 93 790 | NORTHWEST 
CA EIS T TS North Dakota. ....... 13 1 
3,562 630 e 4,192 South Dakota......... 9 9 18 
Nebraska............. 34 14 48 
MipprE Kansas... oeree rise 41 23 64 
Ohlo: co eere rra 302 63 365 Montana............. 15 8 23 
Michigan...... E 240 51 291 Colorado......... ses 44 13 57 
ndiara.............. 132 32 164 Wyoming............. 4 4 8 
Wisconsin........... A 138 31 169 Idaho... ieseseccku c 9 4 13 
Minnesota....... eese 8 39 125 Utah...... TP" 14 8 22 
OWB... see. P eite is were 77 26 103 —— —— —— 
Missouri. . one * 105 36 141 183 91 274 
Hilinois..........eees 573 88 661 
f — —— — Far WEST 
1,653 366 — 2,019 Oregon....... cesses 41 18 5 
Washington...... 7 10 
SOUTHWEST California......... 458 112 570 
a vans 40 17 57 Nevada...,.......... p 46 
X s'o e $8 bere Vi . Ui 63 17: ee 
New] Mexico. aee sd 11 6 17 584 164 748 
N T EET . 15 4 19 
7 177 90 267 
Total 
4,192 
2,019 
267 
991 
274 
748 
51 
8,542 
bers scribers Total 
*. 
*. 
. 
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EXHIBIT 1 
AMERICAN ECONOMIC REVIEW 


- i EXCHANGE LIST 


American Academy of Political and Soci Science, 3937 


Chestnut St., Philadelphia 4, Pa. 

American Historical Review, Lib. of Congress Annex, 
Study Room 274, Washington, D. C. 

pd A ain of Sociology, Univ. of Chicago, Chi- 


Pci Political Science Review, Dupont Circle Bldg., 
Washington, D. C, 

American Review of the Soviel Union, American Russian 
Inst., 58 Park Ave., New York 16, N. Y. 

American Sociological Review, Univ. of Washington, 
116-A Smith Hall, Seattle 5, Wash. 

American Statistical Association, 1108 16th St., N. W., 
Washington 6, D. C. 

Anales de la Academia de Ciencias Economicas, La 
gad emia de Ciencias Economicas,.Buenos ere Ar- 


entina 

Aralas de la Faculté de Droit del’ Universitéde Bordeaux, 
Université de Eordeaux, Bordeaux, France 

Annales de Scienzes 
des Sciences Economiques Appliquées de l'Univ., 2, 
Rue des Doyens, Louvain, Belgium 

Annales Unizersitatis Saraviensis, Université de la Sarre, 
Saarbrucken 2A, The Saar 

Annali della Facolta di Economie, Universita di Palermo, 
Piazza Marina 46, Palermo, Italy 

Annals of Social Sciences, Law-Economy-Sociology, 
goong University, Ai. Raclawickie 14, Lublin, 

olan 

Annals of The Hitotsubashi Academy, Hitotsubashi Uni- 
versity, Kunitachi, Tokyo, Japan 

Archivio Finanziario, Istituto di Finanza dell'Universita 

i Ferrara, Ferrara, Italy 

Associazione societa italiane per azioni, via Cesare 
Battisti, 121, Rome, Italy 

Aussenwirtschaft, Schweizerisches Institut für Aussen- 
wirtschafts und Marktforschung, Bahnhofplatz 7, St. 
Gallen, Switzerland 

Baker Library, Harvard Univ., Grad. School of Bus. 
Admin., Soldiers Field, Boston 63, Mass. 

Berichte und Informationen, Austrian Res, Inst. for 
Econ. and Politics, Schwarzstrasse 21, Salzburg, 
Austria 

Biblioteka Uniwersytecka w Warszawie, Warsaw, Po- 

n 


; Boletin de Estudios Economicos, Universidad Comercial 


de Deusto, Bilbao, Spain 

Bulletin Analytique de Documentation. Politique, Écono- 
mique et Sociale Contemporaine, 27, rue Saint-Guil- 
laume, Paris VII, France . 

Bulletin Economique du Maroc, Bibliothèque Générale 
et Archives du Protectorat, Rabat, Morocco 

Bulletin of the Inst. of Economics and Law, Académie 
Pulgare des Sciences, Rue 7 Novembre 1, Sofia, Bul- 


Bulletin of the Oxford University Insiilute of Statistics, 
Oxford, England 

Bureau of Business Research, Harvard Business School, 
Soldiers Field, Boston, Mass. 

Beat of Mines, Dept. of the Interior, Washington, 


Canadian Journal of Economics ona Political Science, 
273 Bloor St. W., Toronto, Ont., Canada 

Central Statistical Office, Narbutta 33, Warsaw, Poland 

Chambre de Commerce de Paris, 27, Ave. de Friedland, 
Paris (8), France 

Commission Interimaire de l'Organisation Interna- 
tionale du Commerce, Palais des Nations, Geneva, 
Switzerland 

Conjuntura Economica, Fundacao Getulio Vargas, 
Caixa Postal 4,081, Rio de Janeiro, Brazil 

Contador General de la Nación don Raul A. Previtali, 
Calle Colonia 1089, Montevideo, Uruguay, S. A. 

Critica Economica, Centro Economico per la Ricostru- 
zfone, Via Palestro, 68, Rome, Italy 

De Ecoifünia, Departamento de Politica Comercial, Al- 
fonso XII No. 34, Madrid, Spain 
De Economist, Haarlem, A 


couomiques Appliquées, Institut , 


Documentation Economique, Institut National de la 
Statistique et des Etugles conomique, 29 Quai 
Branley, Paris (7 Fran 

Dun's Review, 290 Broadway, New York, N. Y. 

Econometrica, Econometric Society, Univ. of Chicago, 
Chicago, Til. 

Economia Internazicnale, Inst. for Int. Econ. Res., Via 
Garibaldi 4, Genoa, Italy 

Economic Journal, Marshall Lib., Downing St., Cam- 
bridge, England 

Economic Record, The University, Melbourne, N. 3 
Victoria, Australia 

Ekonomisk Tidskrift, Malmtorgsgatan 8, Stockholm 16, 

weden 

Ekonomiska Samfundets Tidskrift, 7 Kronbergsgatan, 
Helsingfors, Finland 

El Trimestre Economico, El Fondo de Cultura Eco- 
nomica, Panuco 63, Mexico, D.F. 

Estadistica, Francisco de Abrisqueta, c/o Pan American 
Union, Washington 6, D. C. 

Europa-Archiv, Verlag Europa-Archiv, Haufistr, 5, 
Frankfurt/Main, Germany 

Far Eastern Quarterly, Cornell Univ. Lib., Ithaca, N. Y. 

Far Eastern Survey, 1 E. S4th St., New York 22, N. Y. 

Federal Reserve Board, Washington, D. C. 

Foreign Affairs, 58 E. 68th St., New York 21, N. Y. 

Foreign Policy Association, 22 E. 38th St., New York 


18, N. Y. 
Genus, 10, via delle Terme di Diocleziano, Rome 30, 


Giornale degli eee Universita Commerciale Luigi 
Bocconi, Milan, it: 

Gulich, Prof, Dr. W., Bibliothek des Institute fur Welt- 
wirtschaft, Univ. of Kiel, Kiel, Germany 

Hamburgisches Weit-Wirlschafts-Archiv, Poststrasse 11, 
Hambuyg 36, Germany 

Hermes, École de Commerce de Laval, Laval Univer- 
sité, P.O. Box 640, Quebec, Que., Canada 

The Hikone Ronso, Ist. for Econ. Res., Shiga Univ, 
Hikone-city, Shiga-ken, Japan 

India Quarterly, Indian Council of World Affairs, 8A, 
Kashi House, Cornaught Place, New Delhi, India 

Indian Economic Review, Univ. of Delhi, Delhi Sch. of 
Econ., Delhi 9, India Th 

e 


Indian Journal of Commerce, Commerce Dept., 
Univ., Allahabad, India 

HE. Journal of Economics, The Univ., Allahabad, 

Indian Journal of Statisties, Indian Statis. Inst., Statis, 
Laboratory, 204 B T Rd., Calcutta 35, India 


Industrial and Labor Relations Review, New York State 
Sch. of Ind. and Labor Rela., Cornell Univ., Ithaca, 


N. Y. 

Institut de Recherches Économiques et Sociales, Pl. 
Monseigneur Ladeuzo, Louvain, Belgium 

Institut für Wirtschaftsforschung, Rosenheimerstr. 130, 
Wirtschaftskonjunctur, Munich 8, Germany 

Institute of Economics, 26 Jackson Pl, Washington, 


D. C. 

Institute of Social and Economic Research, Univ. Col- 
lege of the West Indies, Mona, Jamaica, B.W.I. 

Institute of World Economics and Politics, Volchonka 
14, Moscow, U.S.S.R. 

International Affairs, Royal Inst. of Int. Affairs, 10 St. 
James' Sq., London, S.W. 1, England 

International Financial Statistics, Res. Dept., 
Monetary Fund, Washington 25, D. C. 

International Labour Office Lib., Geneva, Switzerland 

Interstate Commerce Commission, Washington, D. C, 

Istituto per gli Studi di Economia, Via Panzacchi 6, 
Milan 334, Italy 

Jahrbuch für Sozialwissenschaft, Hanssenstr. 10, Got- 
tingen, Germany 


Int. 


. Jührbucher für Nationalokonomie und Statistik, Professor 


Erich Preiser, Grabengasse 14, Heidelberg, Germany 
Journal de la Société de Statistique de Paris, 26 blvd 
Haussmann, Paris 9, France 
Journal de la Société Hongroise de Statistique, Buday 
Laszlo-Utca 1, Budapest II, Hungary 








` 


American Economic Review Exchange List 


Journal of Business, Univ. of Chicago, Chicago, Ill. 

Journal of Economic History, 10 Gilman Hall, Johns 
Hopkins Univ., Bal-imore 18, Md. 

Jcurral of Form Economics, Michigan State College, 
East Lansing, Mich. 

Journal of Industrial Economics, Nuffield College, Ox- 
ford, England 

Journal of Marketing, Hearst Advertising Service, 959 
Eighth Ave.. New York, N, Y. 

Journal of Mi orketing, Univaet Chigago, Ç Chicago 37, Ii. 

Journal of Political Economy, d Chicago Li- 
braries, Harper M 22, Periodical Div., CA 37, UL 

Journal of Royal Statistical Society, 4 Portugal St., 
Kingsway, London, W. C. 2, England 

Kokumin-Keizai Zasshi, Inst. for Keon. Res, Kobe 
Univ. of Econ., Rckko, Kobe, Japan’ 

Kyklos, Bern, Switzerland 

, Org. of American States, Pan American Union, 
Washington 6, D. C. 
La Comunita Internazionale, Societa Italiana per la 
Organizzazione Internazionale, Palazzetto di Venezia, 
Via S. Marco 3, Rome, Italy 
La Nuova Rivista di Dirilto Commerciale, Diritto 
dell'Economia Diritto Sociale, Universita di Pisa, 
Pisa, Ltaly 
La Vie Economique et Sociale, 13, Rue du Prince, Ant- 
werp, Belgium 
Labour Gazette, Dept. of Labour, Confederation Bldg., 
Ottawa, Ont., Canada 
Labour Studies Quarterly, Social Research Inst., P.O.B. 
12, Tel-Aviv, Israel 
Land Econcmics, Univ. of Wisconsin, Sterling Hall, 
Madison, Wis. 
Law and Contempcrary Problems, Duke Univ. Lib., 
Durham, N. C. 
ey eid Dept. of Commerce, ur St. and Peansylvania 
Ave., N.W.. Washington, D. 

Library, Dept, of Labor, Washington, D. C. 

Library of Social Sciences, Academy of Sciences of the 
.S.S.R., Ul. Frunze 11, Moscow 19, U.S.S.R. 

Library o ined Polis Parliament, Daszynskiego 4, War- 
saw, 

Lloyds Bank Monthly Review, Lloyds Bank, Ltd., 
London, E.C. 3, England 

London Sckocl of Economics and Political Science, Clare 
Market, Lendon, W.C., England 

Maandschrift “Economie,” Korvelsche weg 158A, Til- 
burg, Holland 

Manchester School, Dept. of Economics, The Univ., 
Manckestez 13, England 

Marketing Research Div., Bur. of For. and Dom. Com., 
Washington, D. C. 

Metroeconomica, Libreria Internazionale L. Cappelli, 
Corso'12, Trieste 

Michigan Lew Review, Univ. of Michigan, Law Lib., 
Ann Arbor, Michigan 

Middle Eest Jourral, 1906 Florida Ave. N.W., Wash- 
ington 9, D. C, 

Monthly Labor Review, U. S. Dept. of Labor, Bur. of 
Labor Statis., Washington, D. C. 

Narodohospodarsky Obzor, Staromestke nam 12, 
Prague I, Czechoslovakia 

National - Association of Cost Accountants, 505 Park 
Ave., New York 22, N. Y. 

A Okonomise Tidsshrift, Niele Hemmingsensgade 

4, Copenhagen K, Denmark 

No di Tidsskrift “for Teknisk Okonomi, Statistick 
Laboratorium, Univ. of Copenhagen, Copenhagen, 
Denmark 

Oesterreichisches Institut für Wirtschaitsforschung, 
Wipnlingerstrasse 34, Vienna 1, Austria 

Okonomi, Naeringsokonomisk Forskningsinstitutt, Rad- 
"husgaten 25, Oslo, Norway 

Okonomi og Politik, Sankt Peders Straede 5, Copen- 
hagen 5, Denmark 

Openbare Financien, Emmalaan 2, Haarlem, Holland 

Ortental Economist, 2, 3-chome, Nihonbashi Honkoku- 
cho, Chuo-ku, Take, Japan 

Oxford Econcmic Papers, Inst. of Statis., St. Cross Rd., 

Oxford, England 

Politeia, Institut International des Sciences Sociales et 

politiques, Université de Fribourg, Fribourg, Switzer- 


and : E 
Political ee Quarterly, Columbia Univ., New York, 
Polskie To-varsystwo Ekonomiczne, Redaxcja "Ekono- 


misty," Nowy Swiat 49, Dom Ekoncmistow Polskich, 
Warsaw, Poland 
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Population, Institut National d'Études Demograph- 
iques, 23, Ave. Franklin D. Rocsevelt, Paris (8), 
France 

Population Studies, Population Investigation Com., 
Tondon Sch. of Econ. and Polit. Sci., London, Gng- 


la: 

Probleme Economie, Consiliul Superior Economic, Str. 
Polcna Nr. gø, Bucarest III, Rumania 

Public Admin tration, Inst. of Public Admin., 76A New 
Cavendish St., London W. 1, Eng.and 

Public Administration Review, 1313 E 60th St., Chicago 


Gein Journal of Economics, M-12 Littauer Center, 
Cambridge, Mass. 

Review of Economic Statistics, Sar Littauer Center, 
Harvard University, Cambridge, Mass. 

Review of Economic Studies, 4, Trumpington St., The 
Secy., Cambridge, England 

Revista ‘Colegio Mayor de Nuestra Senora del Rosario, 
Apartado 72, Bogota, Colombia 

Revisia Cubana de Economia, Teniente Rey No. 405, 
Havana, Cuba 

Revista de Archivos, Bibliotecas y Museos, Biblioteca Na- 
cionalg Madrid, Spain 

Revista de Ciencias Economicas, Facultad de Ciencias 
Economicas, Universidad de Buenos Aires, Calle Cor- 
doba 2122, Buenos Aires, Argentina 

Revista de Economia, Apartado No. 142, Lisbon, Portu- 


g 

Revista de Economia, Palma Nor:e 308, Desp. 509, 
Mexico, D. F. 

Revista de Economia, Rincon 593, Montevideo, Uruguay 

Revista de Economia y Esladistica, Mexico City, Mexico 

Revista de Economia e Estatistica, Ministerio da Agri- 
cultura, Rio de Janeiro, Brazil 

Revista de Estudios Politicos, Instituto de Estudios 
Politicos, Plaza de la Marina Espanola, 8, Madrid, 


Spain 

Revista de Hacienda, Departamento Autonomo de 
Prensa y Publicidad, Bucareli 12, Despacho 211, 
Mexico City, D. F. 

Revista del Instituto de Economia y Tecnica Publicitaria, 
Facultad de Ciencias Economicas, Instituto de Eco- 
nomia y Tecnica Publicitaria, Urquiza 161, Cordoba, 
Argentina 

Revista Mexicana de Sociologia, Irstituto de Investiga- 
ciones Sociales, Calle del Lic. Verdad numero 3, 
Mexico, D. F. 

Revista: de Ministerio de Fomento, P.O. Box 1489, Cara- 
cas, Venezuela 

Revue de l'Institut de Sociologie, Institut de Sociologie 
Solvay, Université Libre de Bruxelles, Brussels, Bel- 


um : 
Revue d'Économie Politique, 22 Rue Soufflot, Paris, 


France 

Revue d'Histoire Economique et Sociale, Faculté de 
Droit, Poitiers (Vienne), France 

Recue de Science et de Wig dd Emäncieres 8, rue 
Duguay-Trouin, Paris (6), Fra 

Revue omique, 18, Rue de lAbbe-de-L'Epee, Paris 
(5), France 

Revue Internationale des Industries Agricoles, Comm. 
Int. des Ind. Agric., 18, Ave. de Villars, Paris VII, 
France 

Rivista, Societa Italiana di Demografia e Statistica, 
Piazza del Fante 8, Rome, Italy 

Rivista di Economia Agraria, Casella Postage 583, 
Bologna, Italy 

Rivista di Politica Economica, Via Cesare Battisti 121, 
Rome, Italy 

Schweizerische Zeitschrift für Volkswirtschaft und Statis- 
lik, Postfach 729, Basel 1, Switzerland 

Science end Society, 30 E. 20th St., New York 3, N. Y. 

Social Korces, Univ. of North Carolina, Chapel Hitl, 


of Polit. and Soc. Sci., 


Social Research, Grad. Facult, 
7. 12th St,, New York, 


New Sch. of Soc. Res., 66 


Sociedad Uruguaya de Economia Focus Vasquez 
Vega 1135, Montevideo, Uruguay, S. A 

South African Journal of Economics, P. (* Box 5316, 
Johannesburg, S. Africa" 

Southern d oi Journal, Univ. of North gena 

apel, N, C. 

Soziaiforschungsstelie, Rheinlancdamm 201, Dertmund, 
Western Germany 

State Statistical Office of Czechoslovak Republic, Bel- 
skeho 2, Prague, Czechoslovakia e 


EXHIBIT 2 E 
THE PROFESSION OF ECONOMIST " 


The. brief statement gvhich follows represents an initial effort to describe what an economist 
is and wha- he does and what may be expected-by those who coqtemplate the study of economics 
as a preparation for a caseer. 

The atterapt:to formulate an explanation of “economist” as a profession was originally 
prompted by a request to the Association from the office of the National Roster of Scientific 
and Specialized Personnel (now a, branch of the United States Employment Service of the De- 
pa-tment of Labor). The first draft submitted by the Secretary was pitched at too high a pro- 
fessional level and was redrafted by the National Roster staff to meet the needs of those seeking 
vocational information, This version did not meet our approval and we were given an oppor- 
tunity to make further criticisms and suggestions. The description in its present form owes its 


character 
Machlup, =. S. Ellis, and your Secretary. 


DESCRIPTION OF THE PROFESSION 
OF ECONOMIST 


Occupational Summary 


Economists study the whole process through 
which man makes a living and satisfies his 
wants for food, shelter, service or amusement, 
and the conditions favoring or hampering his 
economic development. This includes where, 
how and what man produces, how goods and 
services are distributed and paid for. They 
study the organization of industries; the labor 
supply and its use; the commercial banking 
and credit structure and government finance, 
both local and national; international trade 
and how i: is financed; the national income 


and wealth, its production and distribution; - : 


the growth and shifts in population; standards 
of living; the use and conservation of land and 
natural resources. The objective of economists 
is to point out what policies and programs in 
' industry or government will aid in the de- 
velopment of an industry or will facilitate the 
growth of trade and raise the individual's 
. standard of living. Many economists are col- 
lege teachers, others are in the employ of in- 
| dustry or government serving as statisticians, 
! research analysts or advisors on economic 
policies and programs. 

Economists study in their basic training all 
branches of economic theory. Some specialize 
in one or more branches since many of these 

. subjects tend to overlap or merge. ` 
ü 


Mejor Branches 


1. Economic Theory: The economist specializ- 
ing in econcmic theory is familiar with the 


largely to the revisions made by a committee consisting of F. W. Fetter, Fritz 


history of economic institutions and prac- 
tices, and makesa comparative and analyt- 
ical examination of past and present 
systems of economic organization (e.g. 
feudalism, state socialism, capitalism, etc.) 
and of the systems of thought underlying 
these organizations. 


. Money, Banking, and Finance: Economists 


specializing in this branch study the nature 
and functions of money and banks, the 
means by which banks create purchasing 
power, and devices used to regulate amount 
of bank lending. They study forms of 
credit and credit instruments, and the re- 
lationship of money purchasing power to 
levels of economic activity. The fiscal 
economist studies the ways in which gov- 
erament is financed and public funds are 
spent; the effects of taxation and spending 
upon business activity as a whole; and 
plans a distribution of taxes equitable fof 
all elements of the population. 


. Industry: The economist specializing in 


industry studies forms of business organiza- 
tions, with arrangements for the production 
and marketing of goods and services and 
thus studies costs and prices, private in- 
vestment policies, wholesale or retail trade, 
business trends, regulation by government 
of industrial monopoly and industry gen- 
erally. The economist may specialize in one 


one or more specific industries, either non-: 


manufacturing, such as forestry,"or con- 
struction; or manufacturing, such as food, 
textiles, lumber, paper, iron, steel pe- 
troleum or rubber. : 

In the transportation and gublic utilities 
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industries he studies rates, valuations, 
traffic or use of service, and materials as 
they affect railways; aviation; water trans- 
portation; electric power and gas; highway, 
bus and truck transportatign; radio and 
radio broadcasting; and wire communica- 
tions. He also studies the effects of govern- 
ment regulation, consolidations and mo- 
nopoly, ownership and operation in these 


-~ industries. 


fa 


S 


Economists in this field attempt to ex- 
plain why the national output of goods and 
services is subject to fluctuations, and to 
recommend measures for assuring a higher 
and more stable level of outpufand em- 
ployment. They investigate the influence 
of private investment (production of new 
plant and equipment), of government 
spending and taxing, of monopolies, and of 
wage policies, upon the level of employ- 
ment. As a guide to future policy, they 
make estimates of the size of the national 
output which our country is capable of pro- 
ducing. 


. International Trade: The economist spe- 


cializing in international trade studies the 
factors determining the movement of goods 
among nations; trade restrictions, includ- 
ing tariffs, quotas, and exchange controls; 
the operation of foreign exchange; interna- 
tional investment and the problems of in- 
ternational capital transfer. 

Agricultural Economics: The agricultural 
econcmist studies the economic aspects of 
agriculture, and its relationship to other 
fields of economics, in particular trans- 
portation, money and banking, and inter- 
national trade. He studies farm manage- 
ment, crop estimating, agricultural credit, 
marketing of farm production, and com- 
modity exchanges, and their relation to 
crop production and prices. He also studies 
the relationship between the agricultural 
production and income and the rest of the 
economy, its tax structure, labor supply, 
tariff policies and other aspects. 

Labor Economics: The labor economist 
studies factors affecting the supply, de- 
mand, organization, and well-being of 
labor. He studies wages and hours; indus- 
tifh] versus craft unions; management poli- 
cies; pensions, insurance, and other welfare 
matters; labor legislation; labor disputes; 
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conciliation, arbitration; and the effect of 
labor policies on industry and the national g 
, economy. 

Socio-Economics: The economist specializ- 
ing in this branch studies broad develop- 
ments as they afgect the economic welfare 
of the counfry. This includes such subjects 
as population growth and movements; na- 
tional income by social group; the occupa- 
tional distribution of people; the conser- ‘ 
vation and use of such natural resources as 
minerals, water power and land; and re- 
gional planning. 


wy 
N 


Functional Activities 


The economist may specialize in one or in a 
combination of any of the following functional 
activities: 

1. Teaching—at the college or university 
level. He usually but not always engages in” 
part-time research. 

2. Research—he conducts research on a full- 
time basis in government, in business and 
industrial establishments, in banks, in 
labor unions and at private research 
foundations. l 

3. Management or Administration of industry 
or government, l : 

4. Technical editing and writing of books, 
magazines, pamphlets, and newspaper arti- 
cles. 

5. Consulting and advisory work for govern- 
ments, business and financial institutions, 
and investors. 


Professional Affiliations and Civil Service 
Status 


Membership in a national or local profes-' 
sional organization is no criterion of profes- 
sional status since such membership is open 
to anyone interested in the objectives or ac-, 
tivities of the society. Most economists, how- 
ever, are affiliated with one or more profes- : 
sional societies. 7 

In the Federal Civil Service and in many : 
state or local civil service jurisdictions, a pro- 
fessional job classification or a rating on a civil 
service register as economist generally indi- 
cates the professional status of the economist. - 
Economists may also be classified by civil | 
service as social science analyst, or labor 
market analyst, labor relations specialist, tax - 
expert. 


The Profession of Economist 


‘cucationa!l Qualifications. 

2 "Phe professional economist usually posses- 
«^ an M.A, or Ph.D. in economics. Such a 
sfc, vee is generally required for advancement 
'n colleges and univePsities. For the higher 
ts in the government service and in indus- 
-y where the Ph.D. is n8t shown, the equiva- 
‘sui in professionel experience and graduate 
v'ovk is.usually required. Junior positions in 
^v Federal service are, however, epen to those 
. ;. a bachelor's degree and a major in eco- 
p or tics. i 


Pelated Occupations 


¿o High school teachers of economics who 

“may possess a bachelor’s degree in eco- 

‘nomics are classified as teachers, high school 
rathe- than as professional economists. 

. ) Jourralists and radio news commentators 

'" usually are interested in economic affairs 
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and express opinions upon economic 
issues, but they ordinarily are not classi- 
fied as economists. 

(c) Bankers, bank cashiers, and related bank- 
ing, insurance and finance occupations are 
classified under managerial occupations. 

(d) Home ecdhomists are classified as such. 

(e) Those engaged in rural rehabilitation, and 
farm planning and demonstration are 
usually not classified as economists. 


Sources of Employment 


‘Economists are employed for the most part 
as college and university teachers, and in re- 
search agd administrative capacities in gov- 
ernment and business (banks, investment 
houses, railroads, public utilities, manufactur- 
ing firms). They find employment also with 
labor unions and private research institutes. 
Some are self-employed as consultants. 


